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Privileged  Comment 
The  Kditok  Rkvikivh   thk   Rloc£nto  in  a  RBCONBTHUcnoif 

l^BOK   POUCT 

A  hTER  July  18.  1918.  the  tide  of  war  was  turning  and  it 
^^  stHTiied  entirely  proper  in  Octol>er  for  the  editor  of  a  lal>or 
vohiine  of  TiiK  Annai^  to  direct  attention  to  those  far  reaching 
rliMnirrs  ill  oiir  industrial  life  sure  to  follow  a  peace  not  indefinitely 
1.  iii*»tr.  No  sugfjt'stion  of  pro-Gemianism  or  weaktnn'ng  of  mo- 
rale could  from  tlien  on  attend  a  discuiision  of  the  problenM  of 
labor  deTnol)ilizati()u,  lahor  placeiiumt,  or  labor  standards  which 
would  affect  tlie  lives  and  productivity  of  workers  in  the  post- 
war iK*riod.  In  time  of  war  prepare  for  peace  seemed  a  sensible 
dictum.  Little  risk  was  involved  in  the  decision  to  focus  atten- 
tion on  post-war  rather  than  war  labor  problems.  Events  deter- 
minod  and  have  since  justified  tluit  decision.  Before  this  volume 
.  »»!ncs  from  press,  certain  parts  of  a  reconstruction  labor  policy 
will  surely  be  in  effect.  Thus  does  editorial  pre\n.sion  become 
historical  reflection. 

By  November  1,  1918,  it  is  accurate  to  say  that  no  definitive 
and  inclusive  labor  policy  had  been  adopted  in  the  United  States 
for  all  workers  eniploye<l  in  distinctly  war  industries.  In  England, 
reconstruction  problems  had  long  been  under  discussion  by  writ- 
ers and  special  governmental  agencies.  A  far-reaching  program 
had  been  developed.  When  this  volume  appears,  perhaps  more 
than  in  November,  the  United  States  may  need  a  comprehensive 
labor  i)olicy. 

The  real  task  of  the  editor  proved  to  lie  not  in  the  decision  to 
raise  for  discussion  |x>st-war  labor  problems,  but  in  the  selection 
of  a  name  for  tlie  volume.  It  came  into  being  under  controls 
far  more  complex  than  tliost*  comprised  in  the  Mendelian  formula. 
It  has  grown  in  spite  of  adversity. 

Whether  the  Unite<l  States  is  facing  a  reconstruction  or  read- 
justment period  is  a  question  about  which  those  who  speak  with 
authority  do  not  agree.  The  new  industrial  creed  enunciated  by 
Mr.  Rockefeller  (p.  167),  tlie  labor  program  urged  by  Mr.  Gompen 
Cj).  lSi)y  and  Uie  British  Labor  Party  platform  (p.  187),  show  some- 


vf  Tmc  Aknalb  or  the  American  Academy 

Ihtac  ol  oootrmftt.  if  an  eiaminAtioQ  of  this  entire  volume  is  a 
fair  iDda  of  the  dmikgrn  ahead--Mid  oertainly  the  greatest  effort 
^f^  fgi§^  to  avoid  fdectioQ  of  topics  or  contributors  which  would 
A  iingfe  viewpoint — little  evidence  is  found  of  the 
Id  oit  deep  bio  the  institution  of  private  property  or  make 
other  each  fitodamcnUd  changes  as  have  been  urged  by  British 
wntcrm.^  Perhaps  Mr.  McAdoo  was  not  far  wrong  in  his  reported 
it  that  "readjustment"  rather  than  "reconstruction*' 
the  changes  neoeesary  in  the  post-war  period.  The 
coostniction«  however,  has  current  usage;  whether  the 
we  are  facing  wiU  become  revolutionary  is  unpredictable. 
The  use  of  the  expressioD  "a  labor  policy"  in  the  title  of  this 
volinne,  rtther  than  such  a  idvase  as  '*  labor  policies  in  recon- 
stractioB***  perhaps  indicates  an  editorial  wish  instead  of  the 
Hbs^  trend  ef  events.  President  Wilson,  before  leaving  the 
eomtiy  to  givehis  personal  attention  to  tlie  larger  problems  of 
politics,  made  the  following  significant  statement: 


•fain  are  iuocwDed,  Uie  problem  of  our  return  to  peace  is  a 

if  mmamAc  aad  iaduatrial  readjastmeot.    That  problem  is  less  serious  for  us 

k  Mflj  tan  oat  to  be  lor  the  natioiit  which  have  suffered  the  disarrangements  and 

r,  do  aoi  vast  to  be  ooadbed  and  led.    They  know  thdr  own  btisi- 
at  ovary  readjastmeot,  definite  in  purpooe  and  self-reliant 
Isortln. 

k  to  pot  them  in  would  speedily  become  hopelessly 
thty  woold  pogr  ao  attentioD  to  them  and  go  their  own  way. 
AM  UmA  w«  eao  do  as  their  keuiative  and  executive  servants  is  to  mediate  the  process  of 

as  we  may. 
as  to  the  plans  that  should  be  formed  and  personally  con- 
loa  hippgr  mmmtmt$km,  bat  from  no  quarter  have  I  seen  any  general  scheme  of 
I  tiMmbt  it  fikcly  we  oould  force  our  spirited  business  men 
to  MHpt  with  doe  pfiancy  and  obedience.' 


n^t  this  position  has  met  with  approval  is  shown  by  such  edi- 
toriab  as  the  one  entitled  "No  Patent  Remedies  Arc  Needed  to 
AdQnst  Labor***  from  which  the  following  excerpt  is  taken: 


deaHy  than  some  other  observers,  for  he  told 

likdy  in  many  cases  to  bring 

than  any  plans  for  it  could 

particularly  of  the  Ubor  situation* 


J.A.nohMa.''PioencyAftertheWar.''3.aHobaon,  "National 
Ml  G.  D.  R.  Coh^  ?BdMo««aaMBt  in  Ittdaalry.  ** 
'■•ddw  to  Ceiysw>  December  it 
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here  «rr  known  ImU  MfldMt  lo  jollify  th«  bdM  thM  tlMra  it  RInly  to  b« 
km  frictkm  in  Um  ritwocptioii  ol  tht 
In 


A  (lifTereooe  of  opinion  over  demobfliwtiOQ  is  deariy  indicmted 
by  Dr.  Walter  E.  Weyl.  "  PlanleM  DemobUisaUon  "  u  the  title  of 
the  article  from  which  the  following  excerpts  are  taken : 

Here  in  Amaricn  we  %n  truatinc  to  luck.  We  hum  hmm  hAj  httan  nnd  me  no  i«Mon 
why  we  thoaU  not  be  hMky  •pdn.  In  1895  our  dtMobilJMtkwi  took  plaoe  plenleidy  nnd 
pMnle«ljr.  Of  coofw  we  nre  not  u  xouQf  m  we  were  then,  not  m  elnetie  or  raiifient. 
•ndwenrelwaominiailiUHied.  SUB  «e  hnve  nn  inii«  tnA  thnn  bee  B^knl  or  Itnly 
and  in  nvrenM  than  it  nipeeinlPtwritknoelookiag  niter  our  intereeta.  Byenifwn 
to  doHMbiBae  teitnliflQdfy  we  ihooU  not  knvn  Um  neottMiy  iafonnntioa. 


Here  ia  n  wwrj  heoapltte  Irt  of  tone  of  tlieee  thSnfi  tbnt  we  do  not  know: 

(1)  We  do  not  know  bow  nuuiy  war  workers  there  aie.  We  do  not  know  whether  then 
are  three  milBoot  or  four  milBoat  or  five  mtOiona  or  liz  nriffiooa. 

(t)  WedonotknowwhnlfMiBtiatwnbnvefQrbriQginf  oaroverKaaarmjbonM.  We 
do  not  know  whether  we  can  pbyiioafly  do  thii  job  in  four  mootha,  MX  montha,  eight  montha 
or  twelve  oMintha. 

(8)  We  do  not  know  what  poaitioBa  are  or  will  be  available  for  the  men  who  will  be  dia- 
charged. 

(4)  We  do  not  know  how  mnny  extra  men  the  raiboada  can  abeorb  either  in  operation 
or  in  new  ctmatruction.  We  do  not  know  whether  they  can  abeorb  one  hnndred  thouMnd 
or  two  hundred  thoiiaand  or  three  or  four  or  five  or  ten  himdred  thooaand  nMO.  We  do 
not  know  how  manj  mtn  men  can  be  abaoihed  by  the  buiUinf  trader  by  the  textUa  in- 
duatriea.  by  ahipboikfinc. 

(5)  We  do  not  know  how  many  men  and  women  in  theae  and  other  indnatriet  will  vohn- 
t«rily  give  op  their  preeent  poaitiona  or  wiD  be  displaced  or  can  be  diaplaced.    We  do  not 

ttow  how  many  men  and  women  are  employed  in  theae  indoatiiea.  We  know  nothing 
'Itoot  the  extent  of  the  dilution  of  faibor. 

(6)  We  do  not  know  anything  ooooeming  the  immediate  future  of  American  induato* 
vVc  know  next  to  nothing  about  the  home  demand  for  ita  producta.    We  know  atiU  Icaa 

•out  theforaigndtBMnd.    We  do  not  know  to  what  extent  the  foreign  deaaand  for  raw 

I>rodocta,  if  it  enata,  can  be  financed.    We  do  not  know  to  what  extent  the  racapamtion 

of  American  indnatry  wiU  be  Hmited  by  the  topply  of  raw  maleriala,  by  the  rediKtioo  of 

shipping,  by  the  Inipoveriahment  of  Europe. 

To  sum  up  the  aitontion  we  are  running  new  riaka  aimply  beeaoae  we  have  not  atodied  the 

roblem  or  realised  that  there  waa  a  problem.    We  are  Ike  the  alaleaman  w^  beBeved 

it  nil  «rmy  could  be  Created  over  night  by  a  millioa  men  ^wingiBg  to  ama.    Ha  thooght 

ion  aa  an  adventitoua  gathering  of  a  milfion  freemen,  each  with  hia  fowEiv 

pircr.     ^^r  are  atiB  thinking  of  demobifiaation  in  k>oae  tcrma.    Bat  damofailiMtioa  is  a 

higUy  toehnieal  proettK  niHtaiy  dewebiHaaHon  meant  faMloalrial  mohiBantJow.    It  U 

*  Since  thia  editorial  the  aaae  paper  haa  bean  laalnriiV  atoriet  ef  the  inahifity  of  a  fcv 
>  ^charged  [soMiers  to  find^enployment  In  thia  aame  coaununity  where  natnml  foi«ea 
'  <)uld  bring  rendinttmant  In  ttotmal  eoaditloM  faster  than  aigr  pkat  cnold  be  saade  in 


rm  Tub  Awnaui  or  the  American  Academy 

■iteM%  •  iM  cr  IwJMliiil  aol  a  oufiiMy  Uuk;  it  it  a  ideotific  Uak,  requiring  order. 
4b>^ita» Mrf  ^iiJMMiiwII  ■  and  above  all  fbretlKNiKht* 

If  Ihr  tenor  ci  the  p«pm  m  this  volume  is  again  significant,  it 
would  mmm  Omi  the  editorial  ^ish  for  a  reconstruction  labor 
poKcy  b  durrd  in  niiber  gmtTally  by  the  contributors — men  who 
Imiw  ticiwd  our  revonttniction  Ial>or  problems  froTii  tfif'  Hoser 
off  pgfBop^l  expcfwnos* 

the  war  it  is  safe  to  say  that  we  modified  the  concept  of 
pecuniaiy  gain  and  the  idea  tJiat  money  would 
iMQr  fDoda  aomdiow,  toroewhere.  We  realized,  perhaps  iinper- 
fJMiljrt  that  the  war  had  to  be  financed  from  the  current  national 
hwoinr.  We  were  interested  in  detennining  ''on  what  the  pro- 
ductivity of  the  productive  factors  depends. "  We  divided  the  less 
itial  from  the  more  essential  businesses  for  regulatory  pur- 
Hie  dogans,  "business  a^usual,"  and  ''buy  a  bond  and 
pass  H  on,  •*wcre  discarded,  along  i^-ith  our  reliance  ui>on  the 
adjustments  under  an  unregulated  law  of  su]>ply  and 
All  this  and  much  more  occurred  under  war  pressure. 
"We  thought  and  acted  as  a  nation  instead  of  a  million  sightless 
aylonomous  units.'* 

Hie  **po0i-war  mind*'  must,  of  course,  be  considered  in  reckon- 
ing on  the  probability  of  establishing  a  comprehensive  national 
labor  i>o!ic>'.  ITuman  instincts  involved  in  man's  behavior  are 
•timulaicd  vcr>'  differently  by  peace  and  war  conditions.  **A  re- 
cuaalliictiuo  labor  policy"  will  cause  less  of  a  thrill  than  did 
mardiing  troops  or  "win  the  war."  Especially  is  this  so  when 
aiosl  of  us  have  acquired  the  habit  of  individualistic  activity;  we 
"do  not  want  to  be  coached  and  led.  '*  However,  with  mobiliza- 
tion o#  our  mdimtrial  life  a  national  achievement,  it  does  seem 
Ikat  tlie  releaae  of  man  power  for  post-war  industry  and  the 
plarMiiiiii  of  labor,  if  not  the  standards  for  replaced  labor,  offer 
a  prablem  truly  national,  requiring  more  than  readjustments 
■adcr  the  old  opposition  of  interests  partly  repressed  by  the  call- 
illgferth  of  a  war  feeling.  It  does  seem  that  far-reaching  national 
j"*'*^^  **^  provision  are  requhed,  and  Uiat  tliere  should  l)e  at 
leaM  the  fuDett  utiliJBation  of  existing  machinery  to  avoid  a  })eriod 
men  ai^  "hunger,  worry,  suffer,  go  to  pieces."  It  does 
that  national  readjustments  should  not  be  left  mainly  to 
•  n§  Jfm  Mt^itb,  Nn  mIi  ■  SO.  1918.    Pp.  It5-i«7. 


PRIVILBOEO  ComfENT  it 

individuul  or  group  interest*-— or  dismtereit.  The  wUi  for  a 
c-oiiiprf  hriijiive  reconstruction  policy  regmding  Ubor  takes  on  all 
tli«*  fervor  of  a  |M)litical  prayer. 

Assninin^  no  overthrow  of  the  institution  of  private  properly, 
or  oUier  .such  fundunicnUil  changes  as  have  been  suggested  in 
<<>rtiuii  quarters, — assuniinK  that  a  readjustment  rather  than  a 
iiM  .•ii.fni  h'on  labor  policy  is  tiic  proMcin  we  are  facing,  we  can 
I'Vi  >ii|)  till  rlementii  of  such  a  policy  under  three  main  heads,  oorre- 

I  ttdin^  rougldy  with  the  order  in  which  our  Ubor  problems  will 

I I  (*.  Man  and  woman  {)ower  ^nll  be  released  from  war  activities 
t<  >!  |>06t-war  industr>\  The  problem  of  the  transition  period  then 
)m<  (lines  that  of  lalK)r  placement  and  lal>or  assimilation.  I^Abor 
standards  for  replaced  labor  constitute  a  third  and  continuing 
Li  lip  of  questions  far  more  important  than  the  passing  changes 
H  •  •unpanyinfi:  a  return  to  peace  conditions  in  industry.  Tbe 
I'.iixTs  in  tliis  volume  are  arranged  in  the  order  just  indicated. 
But  before  reviewing  the  elements  in  a  reconstruction  labor 
iM.licy  it  may  not  be  amiss  to  note  one  point, — elaborate 
iiKu  liinery,  such  as  England  boasts  of,  may  not  be  an  indispen- 
sable |)art  of  Uie  fonnulation  or  execution  of  a  national  labor  pol- 
icy. "Made  in  America**  is  likely  to  evoke  a  more  favorable 
rcs|)onse,  although  the  British  plans  may  suggest  methods  for  us 
which  should  not  be  passed  over  thoughtlessly. 

In  some  quarters  it  was  feared  that  the  demobilization  of  our 
troops  might  be  carried  on  in  some  mathematical,  mechanical 
way  which  regarde<l  the  convenience  of  the  anny  rather  than  the 
netMls  of  industr>\  the  occupational  qualification  of  the  soldier, 
geographic  diffusion,  or  domestic  obligations.  The  first  paper  of 
this  volume  (p.  1)  contains  a  discussion  of  army  demobilization 
which  should  come  to  some  better  end  than  a  pigeon-hole  in  a 
War  DeiMirtment  desk. 

Ueleast*  of  num  power  for  i)ost-war  industry  calls  to  mind  not 
only  Uie  mustering  out  of  soldiers  but  the  rdease  of  industrial 
leaders  from  govenuiient  serN'ice  (p.  13).  This  process  carries 
with  it  an  interest  coimnensurate  witli  the  conspicuous  position 
held  by  these  men  and  Uie  |K)S8ibility  of  their  great  influence  when 
they  return  to  tlieir  |>eace  occupations.  That  the  release  of  in- 
dustrial leaders  is  significant  for  business  and  lal>or  adjustments 
is  a  manifest  pn)|x>sition,  but  w\\\  tiiey  go  back  to  business  pur- 
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•laiU  Willi  a  nrw  naUoaal  viewpoint  regarding  production  and  a 
dnm  lo  ,JlDLJlftr  iD  csUblithing  fuch  interrelationship  of  gov- 
rfnmait  and  barinew  at  m  iieoe«aiy  for  the  puhHc  weal  under 
rtm  a  peace  ligiroe? 

Kvea  tfcir*f^  **we  know  nothing  about  tiie  ext(  nt  of  the  dihi- 
Ikm  of  labor,**  it  would  be  most  helpful  for  the  formulation  of  a 
labor  policy  to  have  a  clear  cut  statement  as  to  the 
of  both  Ulwr  unions  and  employers  regarding  the  re- 
of  tmikiUed  workers  substituted  for  skilled  labor,  women 
dnnni  into  mea*B  work,  and  children  recruited  for  industry  under 
war  puMurci  and  a  favorable  decision  of  the  Supreme  Court. 
Bsfiraird  efforii  were  made  to  ascertain  the  attitude  of  respon- 
labor  union  officials  and  employers  regarding  possible  dis- 
li  of  women,  unskilled  workers  and  children  who  were 
drawn  into  the  industrial  ranks  as  a  war  measure.  Such  informa- 
lioft  wmtU  make  surer  any  steps  necessary  to  prevent  a  serious 
•Mi^H»u^  of  maladjustment  both  in  tlie  release  of  man  power  for 
post-war  industry  and  industrial  placement. 

It  wotilfl  be  helpful  also — if  a  comprehensive  government  policy 
wetr  likely  to  be  foniiulated  regarding  post-war  readjustments  in 
indujitr>--  to  have  clearly  set  forth  the  policies  of  government 
oorporatioos  in  releasing  labor.  The  government  cannot  fairly 
cxprct  norms  radically  different  from  those  it  adopts  in  the  case 
of  Its  own  employes  to  Ik*  acted  upon  generally  by  business  men 
in  the  conduct  of  their  private  enterprises.  Formal  statements 
Wfire  not  a\'ailable. 

ladustriaJ  placement  suggests  a  query  regarding  existing  agen- 
cies la  ooonect  the  man  and  the  job.  The  organization  of  the 
UaHed  Stales  Employment  Service  and  its  war  achievements  are 
■Mliraled  in  tbe  first  pajxT  in  part  two  of  this  volume  (p.  19).  In 
spite  of  Hmitatiofis  and  sliortcomings  incident  to  rapid  growth, 
and  la  spite  of  current  criticisms,  we  may  still  give  ear  to  the  plans 
developrd  for  the  greater  usefulness  of  the  service  during 
|M-riod.  The  service  is  national  in  its  scope;  the 
tte  probl4*ni  of  industrial  placement  is  national  in  extent; 
W9  may^  reasonably  expect  effective  adjustment  of  the  United 
Service  to  this  sudden  problem  of  placing 


of  tbe  war  in  shifting  labor  from  place  to  place  or 
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(xrupation  to  occupation  should  haye  a  voy  real  ngnificaiioe  in 
working  out  the  problem  of  induBtrial  placement  during  the  pott- 
war  poriod.  Mifltakca  tnadc*  in  gathering  together  large  groups  of 
ni(*n  ill  one  locality  without  due  regard  for  houiing  and  local  trana- 
|M>rtation  facilities,  mistakes  made  in  recruiting  workers  without 
assmiMiii^  niateriab  needed,  stand  out  in  the  memory  of  those 
'  ^  ■  '  ■  \  iii^'  in  tlie  war  industries  sections  of  the  Atlantic  seaboard. 
:.'  workers  from  one  end  of  the  country  to  tiie  other  only 
to  hr  sent  hack  the  next  week  was  not  conducive  to  labor  eflBdency. 
K«  •  rnitin^'  lahor  as  if  a  commodity — no  questions  asked  so  long 
a.^  ii\  c-  to  ten  men  appeared  for  each  job  at  a  given  time  and  place 
— but  aggravated  both  labor  shortage  and  labor  unrest.  These 
and  other  mistakes  of  shifting  labor  are  still  fresh  in  our  minds. 
Now  that  we  are  facing  the  problem  of  demobilizing  the  army  and 
war  industries — a  problem  of  industrial  mobilization  which  in- 
cludes inevitable  shifts  of  labor — we  are  entitled  to  competent 
coimsel.  It  is  the  opinion  of  the  Director  General  of  the  United 
States  Employment  Ser\nce  (p.  £8),  that  oldtime  methods  of 
re<Tuiting  labor  by  private  emplojTnent  agents,  under  methods 
which  regard  labor  as  a  mere  commodity,  will  unquestionably 
aggravate  conditions  of  uneniplojinent.  While  labor  should  not 
Ik»  put  in  leading  strings,  we  may  have  full  regard  for  the  opinion 
tliat  ** mouth  to  mouth"  information  regarding  labor  requirements 
in  various  regions  and  industries  will  be  inadequate  and  mislead- 
ing, contributing  in  large  degree  to  the  already  serious  problem 
of  floating  lal>or.  The  attitude  tliat  tlie  individual,  unaided,  is 
competent  to  find  and  choose  his  own  job  will  often  result  in  un- 
(Mnpl(>>inent  and  misery.  It  seems  reasonable,  also,  that  com- 
mercial agencies  and  state  employment  organizations,  unaided, 
arc  as  likely  to  prove  inadequate  in  shifting  and  placing  labor 
during  the  post-war  period  as  they  were  alleged  to  be  under 
pressure  of  war  necessity.  The  need  for  co5rdinated  activity  of 
all  ix)ssil)le  agencies  the  country  over  is  a  real  need  if  the  war  has 
any  lessons  for  us  regarding  the  shifting  and  placement  of  labor. 
An  adequate  and  effective  national  clearance  service,  based  on 
coinmunity  surveys  of  labor  requirements  and  the  coordinated 
a(ti\ ily  of  existing  employment  agencies,  may  not  have  a  |>ater- 
nalistic  compulsor>'  feature,  but  it  should  go  far  toward  preventing 
improper  labor  distribution,  excessive  turnover,  floating  labor. 


Ite  AmudM  or  m  Akebican  AcADEMt 

unmU  misery.  Recruitinf?,  shifting,  clearing 
Uhor.  no  matUr  how  rxlmKivc  the  machinery  for  labor  placement, 
vill  rr»ull  in  mahuijtijiimrnU  however,  unlt*ss  one  error  is  guarded 
i^imi  thai  of  ifcniiting  men  unfitteil  for  the  work  they  wish  to 
da  V  '  >»  Ihr  iint>ortiincv  of  trade  tests  and  a  uniform  classi- 
§QBli*  »bs  already  avnilahle  for  the  use  of  labor-placing 


*«*sta  in  rating  general  intelligence  and  trade 
nk  one  of  the  notable  innovations  of  tlie  war. 

li.  >U  in  the  anny  for  bringing  man  and  job  to- 

fslbcr  and  eqiiaiijung  units  for  development  purposes,  suggests 
Uir  poMbih'ty  of  the  extension  of  psychologic  tests  for  the  scien- 
tific pbcrtnent  of  Ubor  in  pofct-war  industr>\  The  selection  of 
mm  for  particular  jobs  oould  very  easily  be  made  more  effective 
if  one  bani  for  adectioii  generally  a<lopted  in  industry  were  a 
ratiQg  on  gmrral  intelligence  and  technical  skill.  Moreover  the 
■hiftinir  of  finployes  from  dei>artment  to  department,  the  picking 
of  iodividualii  for  further  training,  and  the  reduction  of  costly 
UUir  turnover  are  among  the  possibilities  suggested  by  Dr.  Ruml, 
who  has  first  hand  experience  with  the  operation  of  army  selective 
larta.  His  wmminga  regarding  their  use  by  employment  man- 
are  not  the  least  im|)ortant  part  of  his  contribution.  Some 
to  be  stire»  are  still  doubtful  regarding  tlie  efficacy 
of  grovp  teila  aa  compared  with  individual  tests.  The  devising 
of  mliilactory  p^ydiological  tests  for  many  purposes  is  still  in 
the  experimental  stage.  The  development  of  this  work,  however, 
ghrra  promise  of  a  large  increase  in  the  effectiveness  of  employes, 
if  mdeed  it  does  not  mark  the  beginning  of  a  new  period  in  voca- 
and  educational  guidance.  No  reconstruction  labor  policy 
be  well  oonNidcn*d  if  it  does  not  include  the  extension  of  selec- 
tive tests  lo  lalM>r  placement  in  peace  time. 
That  war  pressure  has  given  emphasis  to  personnel  problems  in 
*  *  >•  (p.  47)  requires  no  extended  demonstration.  Broad 
and  8uper%'ision  of  labor  alone  will  prevent 
from  becoming  the  very  storm  center  of  a 
between  radicals  and  reactionaries.  Employers 
mi99  cnafed  under  wafe  increases  accompanied  by  no  marked 
IMnae  m  labor  cfldeacy.  Certain  limited  groups  of  employes, 
opedally  in  war  industries,  may  have  secured  a  surplus  over 
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and  abuve  a  bajiic  liviiiK  8Unciard  through  a  monopoly  power 
conferred  by  their  ability  to  do  daina^^e  to  industry, — if  only 
thnniLrh  witholdinf?  their  lalior  iinU^HH  denmnda  were  met.  Cost 
|)liiv  <  untract.H  did  tend  to  rt*tard  wage  increases  idiich  were  not 
iir< « ssarily  connected  with  productive  efficiency.  Eniployem, 
Miiartiii^  under  inereased  wages  unaccompanied  by  increases  in 
pHMluction.  are  not  likely  to  make  labor  readjuatnienta  easy  if 
they  adhere  to  an  *' obstructive  philosophy.*'  Those  labor  lead- 
«rs  who  adhere  to  a  "destructive  philosophy*'  likewise  can 
pnvent  tlie  rt*a<ijustments  necessary  in  the  coming  days.  Upon 
)H*rsoiiiiel  de|)artinents  or  eniplo>'ment  managers  will  devolve  in 
no  stTiall  measure  the  work  of  placing  men  in  industry  and  avoid- 
ing lal)or  disturbances  over  wages  and  labor  st(in<lards. 

One  of  tlie  parts  of  a  reconstruction  lalwr  jwlicy  that  is  receiv- 
ing more  tlian  ordinary  attention  at  this  time  is  the  establishment 
of  buffer  employment  during  the  reconstniction  period.  Mr. 
MalliTy.  who  has  long  l3ct»n  working  on  this  problem  of  )>uffer 
empitjyment,  has  set  forth  his  project  (p.  56),  to  utilize  public 
works  in  the  stabilizing  of  emplojinent.  He  occuj>ies,  moreover, 
a  position  which  gives  him  opportunity  to  demonstrate  more 
fully  the  importance  of  this  part  of  a  reconstruction  labor  f>olic>'. 

IMaeiug  soldiers  in  farm  colonies  (p.  62)  is  a  plan  which  ha.s 
receivetl  not  only  the  attention  of  tlie  Secretary  of  the  Interior, 
but  has  been  accorded  full  connuent  in  the  President's  last  message 
to  (\>ngress.  Just  what  tiiat  plan  is  will  be  far  more  intelligible 
after  nading  the  exposition  of  it  in  this  volume  by  its  sponsor. 

One  hesitatt»s  to  tiike  tlie  r6le  of  critic  when  he  finds  that  parts 
of  a  rtM'onstruction  labor  policy  are  actually  in  ])rocess  of  develop- 
ment and  execution.  The  placvirent  of  soldiers  mustered  from 
army  service  may  ver>'  well  be  expedited  through  the  use  of  public 
works  for  buffer  employment  and  the  development  of  farm  colony 
projects.  The  placenH»nt  of  war  workers  in  general  may  Ix* 
^rnally  furtlieriMl  thn)ngh  the  activity  of  the  Tnitetl  States  Em- 
plojnuent  Ser\'ice. 

Housing  and  local  transportation  facilities  in  rt*lation  to  labor 
placement  aroused  li^rt*  than  usual  interest  during  the  war.  A 
long  time  view  of  this  same  prt)blem  (p.  51)  really  raises  for  con- 
sideration one  of  tlie  labor  standanls  discussed  in  the  third  section 
of  Uiis  volume. 
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The  prolilem  of  industrud  placement  is  sure  to  be  aflFected  by 
wlMtrvcr  immigratioD  ttandards  we  may  adopt  for  the  post-war 
period.  However  " libcnd •*  one  may  be»  or  however  "internation- 
ally mindwi,"  he  is  likely  to  be  conscious  of  conservative  feeling 
and  national  sentiment  in  considering  the  possible  efTect  of  im- 
miirration  upon  an  American  standard  of  living.  Labor  place- 
ment in  this  counlr>-  may  not  be  complicated  by  the  ** dumping" 
of  crippled  and  unfit  workers;  a  problem,  however,  exists  in 
maintaining  immigratioQ  standards  for  able-bodied  workers. 
But  it  'is  unnecessary  here  to  redevelop  the  thesis  set  forth  (p.  73) 
in  the  article  on  " Inuiiigration  Standards  after  the  War." 

"Seven  Points  for  a  Reconstruction  Labor  Policy"  (p.  80)  is 
the  title  the  editor  made  free  to  prefix  to  an  article  sunmiing  up 
the  views  of  a  i^Titcr  whose  first-hand  experience  witli  the  prob- 
lems of  labor  standards  during  the  war  give  him  ground  for  indi- 
cating certain  fundamental  proiK)sitions  regarding  standards  for 
replaced  labor. 

With  tlie  influx  of  women  into  industry,  one  aspect  of  a  recon- 
struction labor  policy  most  certainly  has  to  do  with  labor  stand- 
ards for  women.  The  classic  report  of  the  British  Health  of 
Munition  Workers'  Committee  included  a  noteworthy  section 
treating  of  conditions  under  which  women  should  work.  The 
standards  set  up  by  the  Woman  in  Lidustry  Service  of  the  United 
States  Department  of  Labor  (p.  87)  are  deserving  of  equally  close 
study  for  the  determination  of  a  federal  labor  policy  during  our 
post-war  period.  With  one-fourth  of  the  workers  of  the  United 
States  women,  a  "condition  and  not  a  theory  confronts  us."  It 
nay  shock  us  to  realize  that  the  economic  function  of  women  as 
oontrollers  of  consumption  is  now  but  part  of  the  story;  women 
have  come  into  our  man-made  industry  as  co-workers  if  not  com- 
petitors. Changes  in  economic  doctrines  and  business  organiza- 
tion arc  the  inevitable  concomitants  of  that  fact.  Full  hearing  is 
needed  for  the  woman's  point  of  view  when  she  is  sure  to  play  a 
doubly  important  part  in  our  economic  life. 

The  short  run  problem  of  women  in  industry  is  that  of  "diluted 
A  NTew  urged  by  a  writer  whose  position  alone  would 
give  her  hearing  is  that  "the  right  of  the  returned  soldier  to  his 
job  is  not  a  labor  policy  upon  which  to  build  a  program  for  women 
in  industry.^    9ie  contends  that  the  reconstruction  needs  of  in- 
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(iustry  will  require  the  utilisation  of  all  available  man  and  woman 
power.  What  view  will  obtain  with  empbycri  and  labor  unioiu 
rt^garding  diluted  Ubor  ia,  however,  not  yet  clear  and  the  imme- 
diate problrin  merges  in  the  long  run  question  regarding  the  joba 
which  should  be  reserved  exclusively  for  women  workers.  A 
clear  cut  program  regarding  woman's  work  in  indu8tr>'  would  go 
far  toward  inakinf?  diluted  labor  adjustments  easier. 

One  point  is  fairly  clear,  however,  about  diluted  Ubor.  Those 
who  assumed  that  women  factory  employes  unll  aliift  en  moMm  to 
domestic  service,  are  overlooking  some  human  instinctii  that  have 
been  stimulated  by  war  conditions.  The  long  hours,  isoUtion, 
and  self  abasement  attached  to  domestic  employment  wfll  have 
small  app<*al  compared  with  freedom  after  a  standard  workday, 
ffronp  ftnlin^  in  tlie  factory  and  the  fuller  play  of  the  self -assertive 
tendency  in  human  nature  which  has  been  made  possible  by  indus- 
trial eniplo>'ment  Psychic  income  may  be  reodved  directly 
from  employment  as  well  as  indirectly  through  goods  purchased 
with  even  hiph  money  wages  from  domestic  s<T\'ice.  A  consider- 
able ninnlMT  of  housewives  will  have  a  continuing  interest  in  dec- 
trie  washers  and  vacuum  cleaners.  And  what  applies  to  domes- 
tic ser\'ice  may  apply  in  some  degree  to  a  giving  over  of  industrial 
employment  to  n»tum  precipitately  to  the  former  occupation  of 
matrimony.  The  detached  observer  may  count  on  the  age-long 
sex  instinct,  but  it  will  be  surprising  indeed  if  some  curious  com- 
promises are  not  effected. 

Women  are  in  industry  in  larger  numbers  than  ever  before — 
many  of  them  to  stay,  at  least  long  enough  each  geoeralioo  to 
constitute  a  problem.  To  the  old  three-fold  division  of  Ubor— 
gtH)^nphic,  occui)ational,  and  division  of  tasks  within  an  occupa- 
tion— it  has  been  suggested  that  a  fourth  be  added, — sex  division 
of  labor.  Advocates  of  such  specialization  assure  us  that  this 
i>ew  di\'ision  of  labor  will  not  be  based  on  the  fonnidae  "woman's 
place  is  in  the  home"  and  the  "inherent  difference  of  woman's 
mind**;  whether  women  should  do  tlie  same  work  as  men  is  a 
question  predicated  on  physiologic  differences.  Women  haw 
btH-n  doing  an  undreanunl-of  number  of  men's  jobs,  with  perhaps 
slight  modification  of  machinery'  and  working  conditioiis.  This 
new  work  was  undertaken  because  of  war  pressure,  and  it  is  pier- 
haps  doubtful  whether  it  has  been  carried  on  long  enough 
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by  the  womoi  of  KiiKlanil  to  deiennine  the  long  run  physiologic  ^ 
cllrriik  The  cIom*  connwiion  l>elwfen  woiiiairs  physical  mako-ui) 
and  Ihf  lutiin^  of  her  work  waj*  so  clear  tliat  proper  safeguards 
drxiMNl  for  her  employ  men  t  in  many  instances,  if  indeed  she 
not  altogether  excluded  from  ))articular  jobs.  It  has  been 
that  fxThnps  a  sex  division  of  labor  should  be  worked  out 
which  mould  tlirow  open  to  women  in  general  the  light,  replace- 
able jobs.  This  theory  assumes  that  women  should  not  under- 
take work  beyond  their  physical  strength,  nor  should  they  usually 
be  looked  upon  as  a  first  source  of  labor  when  tlie  work  desired 
would  n'quire  tJie  uninterrupted  activity  of  a  highly  trained  and 
Kpecialized  worker.  In  1910,  6,150,569  women  gainfully  em- 
ployed in  the  United  States  were  between  sixteen  and  forty-four 
— child-bearing  years.  Under  such  division  of  labor,  women 
would  be  co-workers  with  rather  than  competitors  of  men.  The 
general  adoption  of  such  a  policy  would  bring  about  a  new  set  of 
noo-competing  labor  groups,  and  after  a  time  it  would  be  as  un- 
popular for  the  much  talked-of  ''he  man"  to  run  elevators,  sell 
ribbons,  or  occupy  one  of  the  light  replaceable  jobs  as  to  carry 
knitting  implements  in  a  street  car.  Such  a  change,  of  course,  is 
dependent  u|K>n  the  development  of  public  opinion  rather  than 
the  establiiihing  of  elaborate  government  machinery.  Men  would 
have  their  own  bailiwick;  they  would  do  the  heavy  work  in 
industry  and  hold  those  positions  of  the  less  replaceable  kind. 

The  sex  divihion  of  labor  here  sketched  is  of  course  likely  to  be 
aooorded  first  place  in  an  unpopular  review,  especially  by  those 
women  who  certainly  have  the  training  and  qualities  for  execu- 
tive work,  and  wlio  U>ok  forward  to  a  career  without  the  field  of 
matrimony. 

TWt  Ikrre  aiv  phyvologic  differenoet  between  men  and  women  sufficient  to  warrant  the 
■na  iBlnaor  of  tlw  btlcr  into  particuUr  oocnpfttaons  if  an  undisputed  fact.  No  group 
mm9  haniy  appruatct  Uiis  fact  than  do  women  themselves  nor  does  any  other  groyp 
plaor  a  Ufkrr  |N«uiiuui  opoo  the  health  of  women  as  the  greatest  factor  in  the  efficiency 
9t  tW  iodttitfial  voritcr  and  in  the  development  of  the  home-maker  and  mother  of  the 
ntaPi.  B«l  MCB  p^friolofie  ififfuraaue  affotd  no  justification  for  a  sex  division  of  labor 
mmm  wtay  be  advaaoed  ea  mm  of  Che  DMAbods  of  labor  adjustment  in  the  post-war  period. 
Pjr  liMiaaliaf  wooMa  m  the  oompetitors  of  men,  even  in  a  restricted  group  of  occupations 
~tea  wwd.  by  "■miiiat**  •<»€  oecupations  and  "womaniaing*'  others,  a  blow  is  struck 
*\^  *"*'^'?Vr*^  ^  Ameffcam  womanhood.  Regardleif  of  the  sincerity  of  motive 
wbk*  maf  mdcriie  mcb  a  theory,  it  it  bound  inevitably  to  mean  a  destruction  of  the  ini- 
UaUw  «l  thai  ^oap  of  womca.  admitiedly  the  minority  group,  whose  training  and  quali- 

the  peen  of  men.  And  there  will  be  an  effect. 
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eqaaSfy  ptralciouii  chi   tht   ouiotilj    frovp    al  iadutAiial 

tioB  ol  their  doiirH  and  jud^BMla.    Adndttiaff  Uiat 

•xiM  to  warrant  tha  <nwhMi«i  of  wobim  from  partkuW 

wiM  the  fact  tliat  tJM  plijrieal  iaeapMitka  of  ioow  bm  wanMt 

(roa  putkalar  ioba.    And  witli  tVa  Ma pramivlat  m  add  to  iJm  trade  audi 

tarti^  Bov  aa  aeoaplHl  praraquUU  bi  BMUijr  ocwyaUoBa.  pigndeal  taala  vWc^  aril  aiaii* 

nata  tboaa  manaad  thoaa  woomb  tram  aBidbaaBt  ia  tba  ocBBpBtioM  far  triddi  tWy.  for 

any  raanB.  are  aoi  Btlad.    Bj  tUa  BaCliod  b«  art  pBttiifr  etoplajTBiMrt  apoB  tka  oBly 

baiia  wbara  it  AmM  ra«t~a  hmdm  of  pliH«al  aad  MBtal  ttB«>  far  a  partk^ar  |ob 

without  refard  to  erx. 

The  caii«e8  of  Ubor  tuirrat  (pp.  95  and  101 )  that  appealed  durinic 
the  war,  were  accentuated  aspects  of  continuing  touret^B  of  labor 
disturbance.  In  determining  standards  for  replaced  Ubor,  full 
tiiought  must  be  given  not  so  much  to  paliatives  as  to  the*  elimina- 
tion of  deep-rooted  maladies  in  our  industnal  »oci<»ty.  **Can  We 
Eliminate  Labor  Unrest'*  is  the  title  of  the  article  setting  forth 
in  concrete  form  standards  which  make  clearer  an  afiinnative 
answer.  Where  the  focal  points  of  labor  imrest  arc  likely  to  be 
found  is  emphasised  in  the  paper  on  ** Post-war  Causes  for  I^bor 
Unrest."  Knowing  the  probubU^  causes  of  conflict,  it  will  be 
easier  to  formulate  a  reconstruction  labor  polic>'  which  will  look 
to  the  avoidance  of  those  outstanding  causes  of  labor  unrest. 

So  acute  a  cause  of  labor  unrest  is  the  inevitable  problem  of 
wagt^  that  separate  treatment  has  been  accorded  it.  As  a  war 
problem  the  imix>rtance  of  determining  an  American  standard  of 
living  has  been  forced  on  our  attention  by  the  upheaval  in  pricm 
and  Uir  necessity  of  adjusting  money  wages  to  increased  living 
<ost-s.  Not  only  has  the  Labor  Party  of  Britain  gone  on  rt^vrd  aa 
favoring  a  bask:  living  standard  for  the  nation,  but  our  National 
War  Labor  Board  has  determined  wage  disputt»s  on  the  principle 
that  all  workers  are  entitled  to  a  standard  **  which  will  injure  the 
subsistence  of  the  worker  and  his  family  in  healtli  and  reaaonable 
comfort."  Clear  expressbn  has  been  given  to  the  doctrim*  that 
tliere  is  a  standard  of  living  necessary  to  the  productive  efticirnry 
of  wage  workers.  Wages  of  various  groups  over  and  above  tJii«» 
basic  standard  may  constitute  a  suq^lus  traceable  to  strategic 
advantage  or  monopoly  power.  The  surplus  may  or  mmy  not 
( on  tribute  to  increased  efficiency  of  labor,  but  Uit^ories  of  wages 
seem  lately  to  have  been  modified  to  fix  a  minimum  below  whicfa 
the  worker  cannot  be  expected  to  give  effective  s^Tx-itv.  In  fvck- 
oning  Uiat  part  of  the  national  income  which  could  !»•  .I.\  «»it^l  to 
t 
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wmr  piirpoMs.  ftudenls  of  public  finance  placxni  as  a  necessary 
liniiUtion  OD  war  expenditures  the  setting  aside  of  a  sufficient 
fund  to  m^ifttAin  the  energy  of  the  people.  A  human  main- 
tmance  fund  and  a  capital  replacement  fund  are  indispensable 
rrquisitea  of  eflSdent  pott-war  production. 

Just  how  a  standard  of  li\  itig  connected  witli  productive  effi- 
ciency could  be  determined  was  sometimes  considered  a  matter 
of  myster>'  beyond  the  comprehension  of  all  but  economists. 
That  delusion  must  certainly  give  way  before  the  treatment  of 
budgetary  studies  in  the  article  entitled  ''Measurement  of  the 
Cost  of  Living  and  Wages"  (p.  110).  It  is  a  bit  of  privileged  com- 
ment for  the  eclitor  to  state  that  Professor  W.  J.  Ogburn  has 
stripped  of  its  mystery  the  science  of  budget  construction.  It 
is  of  more  importance  for  most  of  us  to  have  some  clear  cut  idea 
of  the  method  of  measuring  the  cost  of  living  and  the  actual  in- 
in  American  living  costs,  than  to  follow  an  involved  dis- 
of  perhaps  minor  points  of  budget  study.  It  is,  however, 
but  another  bit  of  privileged  comment  to  raise  a  question  regard- 
ing the  regular  assumption  of  a  family  of  five  which  may  not  al- 
ways square  with  the  facts.  Thus  in  one  state  the  average  family 
may  be  4.7  or  in  one  large  labor  group  3.86.  Budgets  are  con- 
structed to  make  adequate  provision  for  a  family  of  five  in  order 
that  families  of  subnormal  size  may  find  it  possible  to  increase  to 
the  normal  Hmit  without  suffering  a  lowering  of  their  customary 
living  standard.  This  practice  is  justified  on  the  ground  of  public 
policy.  It  is  a  matter  open  to.  argument  at  least  whether  in- 
family  earnings  necessarily  insure  family  increase.  The 
of  the  family  seems  more  often  to  vary  inversely  with  the 
of  bcome,  and  an  improved  standard  of  Hving  "does  not 
to  fruition  in  a  greater  number  of  children."  As  a  mutter 
^  scientific  procedure  in  budget  construction,  in  no  way  impugn- 
ing the  desirability  of  a  normal  family  of  five,  the  question  may 
sliQ  be  raited  whether  the  old  assumption  will  necessarily  yield 
the  dcaired  tesult 

In  connection  with  the  study  of  wages  in  relation  to  living  costs. 
It  IS  noteworthy  that  there  should  be  in  this  volume  several  posi- 
tive dear  cut  statements  that  the  wages  of  the  chief  bread  winner 
sImniM  be  adequate  to  afford  a  living  standard  for  the  entire  fam- 
ily ol  five.     In  various  studies  the  chief  bread  winner's  earnings 
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(huflband)  have  constituted  46  per  cent  to  89  percent  of  the  toUl 
iiu-oine  of  the  family.  It  in  ur^ed,  iiowever,  that  eamin^i  ooii- 
tribuU*d  by  other  meuibcn  of  the  family  group  ihould  not  be  reck* 
oned  as  "complementary  earnings"  in  the  determination  of 


One  of  the  points  of  particular  interest  to  eoonomisu  m  Fro- 
fessor  Ogbum*s  paper  is  the  outlining  ol  pioneer  work  to  etpwi 
u  budget  in  quantities  rather  than  only  in  prices.  The  advan* 
tages  of  having  a  unit  basis  for  a  living  standard  are  dear,  when 
one  considers  price  variation  from  place  to  place  and  time  to 
tiiiie.  Such  a  quantity  budget  will  have  importance  for  the  es- 
tabli^ing  of  a  basic  efficiency  wage  almost  irrespective  of  partie- 
ular  times  and  particular  places. 

£(|ual  pay  for  equal  work  is  the  basis  urged  for  the  detemuna- 
tion  of  wages  for  women  workers  (p.  12S)  and  certainly  in  one 
instance  brought  to  the  editor's  attention  the  formula  ^-as  more 
than  justified.  Three  conductorettes  and  three  conductors  had 
alternate  cars  on  the  same  street  railway  line  the  same  day.  The 
office  returns  showed  that  the  day  envelopes  of  the  women  con- 
tained some  tiling  like  t^vnce  the  fares  turned  in  by  the  meo. 
(jeneralization,  however,  as  to  woman's  initiative  or  efficiency 
would  scarcely  be  warranted  on  the  basis  of  tliis  single  test. 

Witliout  being  disposed  to  question  the  suggestion  of  equal 
work — equal  pay»  one  can  still  raise  the  query  whetlier  the  prob- 
lem of  wages  under  a  sex  division  of  labor  would  not  be  equally 
simple.  If  instead  of  conflict  between  men  and  women  for  the 
same  jobs  and  pressure  for  acceptance  of  the  doctrine  equal  work 
—equal  pay,  sex  division  of  labor  were  established,  it  would  but 
set  up  additional  non-€oni]K*ting  groups,  and-wages  for  women 
as  for  men  would  be  determined  on  the  basis  of  a  living  stand- 
ard with  any  surplus  secured  through  collective  bargaining  or 
strategic  position. 

Health  standards  for  labor  (p.  ISO)  are  clearly  compreliended  in 
a  reconstruction  labor  policy.  Fatigue,  hours  of  work,  housing, 
working  conditions  are  subjects  inseparably  related  to  productnre 
efficiency  and  human  welfare,  as  are  hazards  of  women's  work  and 
the  problem  of  the  child  in  industry.  One  suggestioo  made  in  the 
paper  entitled  "  Health  Standards  for  I^bor  "  is  deserving  of  more 
than  editorial  discussion*  If  part  of  the  task  of  eonnecting  the 
man  and  the  job  may  involve  trade  and  intelligenoe  testa» 
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lW|iim«  physica]  t4\sU  ior  the  titness  of  workers.     It  is  not 
thai  women  thould  not  be  pennitU^  to  engage  in  work 
their  tti^igUi — it  ia  definitely  necessary  that  men  should 
not  be  mrollcfi  in  occuimtions  for  which  they  have  not  the  physi- 
cal capacity.     The  establishment  of  Uie  practice  of  subjwtinj? 
^B^fffat^  for  work  to  a  physical  examination  would  undoubtedly 
mcH  with  opposition,  but,  should  public  opinion  crystallize  regard- 
ing that  standard  for  Uie  post-war  lalwr  force,  proper  legislation 
and.  indeed,  administrative  machinerj^  could  speedily  be  devistMl. 
It  would  |K*rliaps  work  a  hardship  in  the  case  of  adults  to  hav( 
such  a  plan  develop  as  |>art  of  a  reconstruction  labor  policy,  but 
the  situation  would  be  less  complex  in  the  case  of  youths  enU^rinp 
occupations  which  might  be  detrimental  to  health  and  develoj)- 
roe&t.     Health  standards  for  labor  include  not  merely  the  reduc- 
ing of  hazards  to  a  minimum  and  increasing  the  productive  ca]^ar- 
ity  of  the  individual, — they   may   even  be  made  a  basis  for 
vocational  guidance  and  the  encouragement  of  young  men  to 
start  in  work  for  which  "he-men"  are  qualified. 

Vocational  guidance  lemls  directly  to  the  consideration  of  in- 
dustrial training  after  the  war  (p.lS7).  The  use  of  the  United 
States  Training  Service  to  fill  labor  prescriptions  on  the  basis  of 
skill  acquired  during  the  war,  has  given  new  emphasis  to  participa- 
tion by  the  federal  government  in  the  work  of  industrial  education. 
While  one  may  quarrel  with  the  implications  of  "specific  produc- 
tivity*' in  the  idea  that  the  maintenance  of  wages  is  ** dependent 
on  the  relative  production  of  the  individual  worker,"  or  the  main- 
tenance of  the  national  average  output,  he  can  nevertheless 
endorse  the  opinion  that  industrial  education  over  and  above 
special  training  by  industrial  concerns  is  truly  a  national  nee<l. 
The  p5le  of  the  employment  manager  in  vocational  guidance  must 
not,  however,  be  overlooked  (p.  144). 

In  closing  his  comment  the  editor  may  be  permitted  to  note 
tiiat  the  War  Emergency  and  Reconstruction  Congress  of  the 
United  States  Chamber  of  Commerce,  recently  in  sesgion  at  At- 
Umtic  City,  was  a  gathering  of  national  interest  (p.  148). 
The  attitude  of  business  men  towards  post-war  standards  for 
industrial  relations  (p.  168)  will  count  heavily  in  the  determination 
of  a  reoonstruction  labor  poHcy  and  the  setting  of  labor  standards 
during  the  reconstruction  period.    That  the  old  order  of  tooth 
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iiul  claw  struggle  between  organised  buAineaii  and  organtied  labor 

ot  result  in  the  future  political  and  social  stability  of  the 

nr,  indeed,  the  industrial  prosperity  of  this  great  countnTt 

riy  recogniied  by  one  of  the  outstanding  speakers  at  tk 

111  (-oogreis  (p.  157).  By  their  acts  will  they  truly 

It  bi  the  editor's  special  privilege  to  make  grateful  acknowledg- 
ment to  Mr.  V.  Rverit  Macy,  Dr.  Royal  Meeker,  and  Mr.  Paul 
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Uglalative  Information.  191S-;  See*y  SUte  Comma,  on  bdastnal  and  Agri.  Edn.,  I9lt- 
IS;  mem.  Fbdeml  Com.  on  VocaUoaal  Edn..  1914;  managii«  adHor  of  "Special 
1910-17;  aMoe.  editor  NaHonal  Mmtieipai  fUn^.  191t-1S:  Am.  PtKHetd  Stimn 
191*-.  Trustee  Alfred  (N.  Y.)  Univ.;  Lecturer  in  Lagiilation.  Ind.  I'nir.;  Dir.  Am 
Uaming  to  tUra.  1915.  Our  AoMciea-The  EleeMaU  of  C^rea.  1916.  Compitr: 
portant  Fed.  Uwa.  1917.  Contributor  to  review  of  kfialaUoo  in  Amcr.  PbliU  al  1 
Review,  etc    Director  of  InvestigaUons.  Ohio  HcalUi  aad  Old  A«s 


LncHfiBLD,  L  W.  In  charge  ol  skiiri  kbor  f or  Um  U.  8.  Ea^y  meat  Serrfaiw  U. » 
t>«partmsnt  of  Labor,  and  now  in  chaiga  of  the  Prefcmiaaal  awl  Special  Divkioa  whic4  Is 
being  created. 
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•■4  Ifalali  Bank,  Coitial  Union  Trust  Co.;  Seaman's  Bank  for 

R.  R.  and  varioui  otliar  oorporations.    Has  written 


UAUmn,  OiTOw    IfflBlNr  of  tho  Slate  ladiittrial  Bd.  of  Pennsylvania.    Sec'y  of  the 
Pible  Worita  Coaafanioo  of  Penna.    Staff  of  the  War  Labor  Policies  Bd.  in 
It  of  pubfie  worki  by  itatet  and  cities  during  the  transition  period. 

of  tho  State  Rivers  and  Water  Supply  Commission  of  the 
of  VkAorin.  ftMliena.  from  1907  to  1015,  during  wfaidi  time  nenHy  one  year  was 
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Gait  Boviov  Boord  of  the  U.  S.  Reclamation  Service.  In  1915,  was  first  professor  of 
Band  iMtHalkiM  in  the  Univ.  of  California,  probably  the  first  chair  of  the  kind  created 
hi  thil  oomtrjr.  In  1916,  chairman  of  the  Commission  which  reported  on  Colonization 
Oedits  in  California,  and  wrote  the  report.  Now  Chairman  of  the  Cal.  State 
Bd^  and  temporarily  aansting  Secretary  Lane  in  working  out  settlement 
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1918  to  July  1918,  Dir.  of  the  Woman's  Branch,  Indus- 

bep't,  Washington.  D.  C;  July.  1918,  to  present,  Dir  of 

i  in  flltllj  Svrioa,  U.  S.  Dep't  of  Labor  and  member  of  War  Labor  Policies  Bd. 
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British  Demobilization  Plans 

By  RoBBBT  C.  Clothisr 

T  the  end  of  the  Boer  War,  England  suffered  from  civic 

unrest  as  a  result  of  the  unplanned  unloading  of  soldier 

;Hrsonnel  on  industry.    The  lesson  was  not  forgotten.    Sixteen 

yrirs  afterward,  before  the  greatest  war  of  England's  history  bad 

ipproached  an  end,  definite  plans  for  the  dismissal  of  its  soldier 

-onnel  were  evolved  in  order  to  prevent  the  recurrence  of  such 

!<st.  It  was  evident  that,  owing  to  the  numbers  of  men  in- 
volved, the  unrest  in  1019  would  be  far  more  acute  than  it  was  in 
1902  unless  some  eounter-influence  were  exerted. 

The  probability  of  such  imrest  must  necessarily  be  greater  in 
the  case  of  England  than  in  Uie  case  of  the  United  States,  owing 
to  the  fact  that,  actually  and  proportionately,  England  has  sent 
more  men  to  war  than  America  has.  Approximately,  the  British 
Isles  have  sent  one  man  to  every  ten  of  their  population.  The 
United  States  has  sent  one  man  to  every  twenty-five. 

England  is  industrially  very  much  alive.  Her  manufactories 
are  operating  ^ith  diluted  and  substitute  labor — much  of  whidi 
wants  to  "stay  put."  It  is  true  that  the  refetahlisimient  of 
British  industry  on  a  i^eace  basis  will  open  up  positions  which 
have  Ikh-h  closed  during  the  war.  Yet  it  will  also  close  hundreds 
of  thousalfds  of  war  jobs,  the  iiolders  of  which  will  demand  em- 
ployment elsewhere.  Now,  the  army  personnel  is  to  be  released 
— superimposed  upon  the  "dilutees"  who  want  to  stay  put  and 
the  war-workers  who  must  have  emplojTuent  in  peace-time  pro- 
duction. In  short,  England  as  a  nation  has  stretched  its  labor 
personnel  to  the  utmost  to  create  her  armies  and  to  man  (and 
woman)  her  essential  industries.  Can  it  "contract**  its  labor 
personnel  to  normal  as  easily? 

These  considerations,  viewed  in  the  light  of  her  experience  ot 
1902,  determined  that  in  demobilization  the  interests  of  the  army 
shoTiM  Vm  subordinated  to  the  interests  of  industr>'.  In  the  plaas 
f « M  .  1.  I  i  1  . i  1 1  izing  the  armies,  worked  out  by  the  I )irt»i'tor  of  Mohfl- 
ization,  the  basic  factor  (after  the  factor  of  militar}-  safety)  was 
not  the  convenience  of  the  annv  but  the  needs  of  industrj'  for 
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certain  kinds  of  men.  Thus,  &s  a  corollary,  it  became  a  fact  that 
demobilization  should  take  place  according  to  the  industrial 
classifications  of  the  men  and  the  requirements  of  industry  for 
men  of  those  classifications  in  the  order  in  which  they  are  wanted. 

This  conclusion  was  reached  in  part  by  a  process  of  elimination. 
Demobilization  by  units  was  set  aside  in  the  beginning.  It  was 
seen  that  such  a  plan  would  flood  British  industry  with  man  power 
without  reference  to  its  fitness,  much  of  which  would  be  wortlilcss 
in  the  initial  stages  of  civic  reconstruction  and  which,  for  that 
reason,  would  provide  an  added  problem  of  unemployment  to 
those  already  confronting  the  government.  It  was  also  recog- 
nized as  unfair  to  the  millions  of  men  overseas  if  those  at  home, 
just  because  they  were  on  the  spot,  were  given  the  first  oppjor- 
timity  to  secure  work.  In  short,  the  priority  of  demobilization 
is  not  determined  by  geographical  location,  or  by  age,  or  by 
length  of  time  in  the  service,  or  by  the  fact  that  some  have  family 
obligations  and  others  have  not,  although  all  these  factors  are 
given  consideration  in  the  selection  of  men  for  early  release.  The 
primary  factor  in  the  priority  of  demobilization  is  the  individual's 
special  occupational  fitness.  The  men  needed  first  for  industrial 
and  civic  reconstruction  will  be  released  first.  The  others  will  be 
released  in  such  manner  and  sequence  as  will  make  it  possible  for 
industry  to  absorb  them  most  readily. 

The  British  Army  System 

This  establishes  the  need  for  a  priority  list  of  industrial  groups 
prepared  according  to  the  relative  requirements  of  the  different 
industries,  this  list  to  be  used  by  the  army  as  a  guide  in  selecting 
the  men  for  early  release.  Because  England  planned  her  meth- 
ods ahead,  the  machinery  for  determining  these  priorities  was 
ready  and  set  up  when  the  time  for  action  came.  There  was  no 
need  for  a  hurried  and  ineffective  attempt  at  tlie  last  minute  to 
find  out  what  men  were  wanted  first. 

It  may  be  of  interest,  especially  to  readers  familiar  with  army 
procedure,  to  touch  on  the  system  used  by  the  British  army  to 
determine  its  officers'  and  soldiers'  industrial  qualifications  as  a 
basis  for  selecting  them  for  release  according  to  the  priority  list. 
Each  soldier  carries  on  his  person  an  army  book,  a  small  water- 
proof booklet  containing  his  pay  record  and  other  important 


British  Dkmobiuzation  Plans  i 

inff>rnifition.    In  this  18  entered  hit  trade  and  indtittrimi  group  at 
av< « i!  nned  previously,  either  when  he  entered  the  army  or  ftib- 
r<]iienlly  OD  his  return  to  England.    There  are  forty- 
trial  groups  provided  for  in  the  British  pkn,  as  follows: 


1.  Afiknten 

IS.  LmUmt  Uuioiaf 

SS»  Orff^ 

i.  fiwmw 

17.  OllMrlMltetadM 

SS.  Brick 

S.Cc»lmiaii« 

lS.aoCUi« 

SO.  B^ldfa« 

•  4.0tlMrmiaii« 

IS.  SawmOiiW 

SI.  Bdhmjr 

A.  SktomliMi 

SO.  Pumilura 

St.  Dockkbofw 

«.  QUMlkt 

tl.  CoAchbuOdbff 

SS.Otftan 

7.  Pood 

SS.8yplMDdk« 

84.  UBdmMmm 

S.Esploiiir« 

SS.  boB  and  ftotl  aumo- 

88.  PiMteiinlj 

t.IiidkniblNr 

faetoran 

10.  PnntU« 

•4.TUI  pkt«  wMiwifaftmw 

87.  CbaMMviBi 

11.  WooIm 

«n 

8S.WmImmm 

It.  Cottoo 

iS.  iRHifooMby 

88.  DnMMHfi 

IS.  OllMrtairtiletndi 

■      SS.BosiaMriag 

40.  OtlMroeoap^ 

14.1>7«iiig 

17.  OUierincUltadai 

41.  Ba^ifeywi 

15.  Bootiaakcn 

These  industrial  groups  are  not  arranged  here  according  to  priority. 

The  priority  is  subject  to  change  from  time  to  time  as  the  need 

for  men  by  industry  changes. 
Under  the  British  plan,  an  order  is  to  be  issued  by  the  War 

^>"'  o  at  tlie  proper  time  (probably  before  this  article  appears) 
iill  unit  commanders  shall  classify  their  personnel  <m  special 

fonns,  according  to  (first)  the  man*s  industrial  classification  and 
second)  his  ** dispersal  area."    In  explanation  of  the  latter  term, 

iJie  British  Isles  are  divided  into  districts  known  as  dispersal 

areas»  each  of  which  has  its  dispersal  station,  corresp<mding  to  the 

cantonments  America  is  using  as  demobilization  camps. 

Each  of  these  army  forms  is  forwarded  to  the  next  siqwfior 

officer  where  it  is  consolidated  with  similar  reports  and  fonraided 
n  and  up  through  military  channels  until  a  consolidated  report 
s  in  the  possession  of  the  War  Oflice  which  shows  the  number  of 

Mien  of  each  industrial  group  ^m  each  dispersal  area  in  each 

oinmand,  at  home  and  overseas.    Three  weda  is  the  period  of 

ime  estimated  as  elapsing  between  the  issuing  of  the  order  and 

Ipt   of   the   tabulated  information  by  the  War  Office. 

\\    ..  .  i:i  information  in  hand,  both  as  to  the  classification  of  the 

men  in  the  army  and  the  sequence  of  industrial  groups,  an  allot- 
uent  of  numbers  is  issued  to  the  oveneas  fcroes  and  to  the  com- 
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mands  at  home,  to  the  end  that  proportionate  numbers  of  men  from 
overseas  and  from  ^ntliin  the  United  Kingdom  of  the  proper  indus- 
trial groups  shall  be  returned  tojcivil  life  at  sucji  times  and  in  such 
order  as  they  are  needed. 

The  time  consumed  in  obtaining  from  the  field  the  reports  of 
the  composition  of  Uie  forces  in  tenns  of  industrial  groups  is  used 
to  good  effect  in  the  setting  up  of  the  military  machinery  for 
demobilization.  In  the  demobilization  regulations  this  is  made 
clear  as: 

Tbe  creation  of  aulre  establishments  for  units  of  all  armies  for  the  care  of  mat6riel — 
guns,  equipment,  etc;  the  formation  of  army  imits,  composed  of  men  who  are  specially 
txmaned  in  th«r  datiei,  which  are  to  draw  the  men  from  the  army,  receive  them  at  desig- 
nated points,  tnmaport  them  to  England,  dispene  them  tliere;  the  creation  of  a  system  of 
payment  for  dispecnd  soldiers;  the  making  of  arrangements  for  the  collection  and  storage 
of  mnns  and  equipment;  the  preparation  of  the  necessary  army  forms  for  the  classiBcation, 
•elaction  aad  itleasing  of  men;  estimating  and  coordinating  the  transportation  of  facilities 
Avnikble;  making  anmngements  for  oonoenUmting,  embarkation  and  disembarkation; 
pieparation  for  the  accommodations  for  officers  and  men  and  horses,  including  these 
tempocarily  incapacitated. 

The  "army  units"  referred  to  in  tlie  second  line  of  the  above  are 
"dispersal  units,"  each  of  which  comprises  sufficient  trained  per- 
sonnel to  clear  2,000  men  in  twenty-four  hours.  Usually  one 
dispersal  unit  is  thought  of  as  located  at  a  dispersal  station,  but 
when  more  than  2,000  men  are  expected  to  pass  through  a  given 
dispersal  station  in  twenty-four  hours,  more  than  one  dispersal 
unit  is  assigned  to  it.  For  assignment  to  eighteen  dispersal  sta- 
tions there  are  thirty  c^spersal  units. 

At  the  same  time,  the  War  OflSce  is  engaged  in  selecting  and 
releasing  certain  special  individuals  needed  by  the  army  to  carry 
on  the  work  of  demobilization  and  resettlement.  These  are 
defined,  first,  as  "demobilizers,"  men  to  be  called  out  of  the  army 
to  serve  in  a  civil  capacity,  such  as  trained  pay  and  record  clerks, 
overseas  traders,  civil  police,  doctors,  etc.;  and  second,  as,  "pivo- 
tal men,"  the  key  men  in  the  various  industries  without  whom  the 
bulk  of  the  men  to  be  employed  cannot  get  to  work  effectively. 

It  is  the  intention  of  the  War  OflSce,  while  demobilizing  the 
armies  by  occupational  groups  and  while  releasing  equal  numbers 
of  men  from  units  at  home  and  from  units  overseas,  to  permit  the 
conmianding  oflScers  suflScient  latitude  in  selection  to  give  pref- 
erence to  men  who  have  been  longest  in  the  field  and  to  those  who 
are  married. 
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Critics  who  see  this  procedure  from  a  strictly  mtlitaiy  view- 
point may  cominont  unfavoraMy  upon  tlic  fact  that  H  lioiiey- 
combs  the  military  unita  and  Uicrefore  destroys  their  effectivmcaa. 
It  must  be  borne  in  mind,  however,  that  all  this  machinerj  for 
demobilisation  by  industrial  groups  is  made  oooditioiial  ttpoo 
military  safety.  In  all  these  plana  for  disperring  the  armiea,  prior 
coniiidi*ration  is  given,  above  all  things,  to  the  poasibflity  of  ill- 
faith  on  the  part  of  tJie  enemy  and  the  neoeasity,  for  that  or  other 
reaaona,  of  being  able  to  exert  military  power  on  short  notice. 
Consequently  such  criticism,  if  expressed,  is  hardly  justified.  It 
is  true  that  to  permit  demobilization  by  mdividuab  the  British 
plan  provides  for  the  reduction  of  units  to  cadres — about  ooe* 
Uiird  of  war  strengUi  in  some  cases  and  less  in  others — but  suf- 
ficient for  the  care,  transportation  and  eventual  diqicnal  of 
auiinuls,  guns,  equipment  and  other  material. 

Alter  the  reports  of  the  men  (by  industrial  group  and  by  dis- 
persal area)  are  dispatched  to  the  War  Office,  after  the  priority  of 
industrial  groups  is  determined,  and  after  the  allotment  numbers 
are  issued  to  the  various  coinmands  and  are  prorated  to  the  con- 
stituent units,  each  unit  coinnionder  selects  the  men  to  be  for- 
warded according  to  their  industrial  groups  and,  in  less  degree,  to 
their  length  of  service,  their  domestic  responsibilities  and  other 
personal  considerations.  Thus  thought  is  given  in  each  man*a 
case  to  his  relative  right  to  early  release,  but  the  program  as  a 
whole  lays  special  stress  upon  the  need^  of  industrial  Britain  for 
workmen  of  the  right  kinds. 

As  each  man  leaves  his  unit  to  go  home  he  is  given  a  dispersal 
certificate,  which  gives  all  information  needed  en  route  and  at  the 
dispersal  station.  This  dispersal  certificate,  issued  to  him  by  his 
unit  commander,  gives  his  name,  his  destination,  the  equipment 
for  which  he  is  responsible,  his  dispersal  area,  his  military  unit, 
his  indujitrial  group,  his  trade  within  that  group,  his  medical 
category  and  other  pertinent  inf(»ination.  These  men  sefeded 
for  dispersal,  each  with  his  dispersal  certificate,  are  sorted  abroad 
into  colIcxTting  camps,  which  are  affiliated  with  the  various  sea 
and  rail  routes  serving  the  several  dispersal  areas  in  the  United 
Kingdom.  These  dispersal  areas  are  laid  out,  not  mechanicalty, 
but  according  to  the  territory  served  by  the  different  raibt^ads. 
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Soldicn  in  units  at  home  are  collected  at  designated  stations  and 
are  handled  in  like  manner. 

At  the  collecting  camps  overseas  the  men  are  grouped  into 
draftj  of  several  hundred  each.  These  drafts  are  forwarded  to 
the  British  Uea  as  quickly  as  transportation  is  available  and 
there  proceed  directly  to  their  respective  dispersal  stations.  Thus 
each  man  comes  to  the  disj>ersal  station  nearest  his  home,  fully 
equipped;  the  British  plan  provides  for  the  use  of  each  soldier  as 
a  "carrier"  in  transporting  his  personal  arms  and  equipment  to 
EngUnd.  At  the  dispersal  station  he  is  kept  only  a  few  hours; 
he  hands  in  his  arms  and  equipment,  assuming  charge  for  any 
kist  artides.  Here  he  receives  an  unemployment  donation 
policy,  a  railway  warrant  to  his  home,  a  certificate  entitling  him 
to  a  suit  of  plain  clothes  at  50  shillings  wholesale,  a  cash  payment 
of  two  pounds  to  be  charged  against  his  account,  a  service  gra- 
tnity  of  one  pound  for  each  year  of  service,  a  war  gratuity  (unde- 
termined in  amount)  which  is  supposed  to  compensate  him  for 
the  loss  of  the  ancient  and  honorable  privilege  of  looting,  and  a 
protection  certificate.  This  certificate  he  must  be  prepared  to 
present  in  order  to  obtain  from  the  Post  Office  the  money  orders 
whidi  are  to  be  sent  to  him  periodically  thereafter  for  his  pay,  and 
his  separation  and  family  and  ration  allowances,  all  of  which  are 
to  be  continued  to  him  during  the  twenty-eight  days  furlough 
which  is  allowed  him  after  his  dispersal. 

Each  man  is  permitted  to  retain  as  his  private  property  his 
Itnifonn,  boots  and  underclothes.  He  is  permitted  to  retain  his 
greatcoat  during  his  furlough  but  must  return  it  at  the  conclusion 
of  the  twenty-eight  days.  He  may  wear  his  uniform  during  this 
period  but  at  the  end  of  it  he  will  be  expected  to  have  reclothed 
himself  in  plain  clothes.  Allowance  for  pin-chasing  plain  clothes, 
SM  stated  above,  is  in  the  form  of  a  certificate  which  entitles  him 
to  a  suit  of  clothes  retailing  at  57  shillings  6  d.,  and  wholesaling 
at  50  shillings.  If  the  soldier  cares  to  do  so  he  may  exchange  this 
oertifiGate  for  fifty  shillings  cash.  It  is  interesting  in  this  regard 
to  know  that  owing  to  the  concentration  of  industry  on  war  needs 
there  is  not  an  adequate  supply  of  tweeds,  worsteds  and  other 
appropriate  goods  to  make  all  the  plain  clothes  needed.  To  help 
Bthrt  this  problem  it  is  planned  to  subject  to  special  treatment. 
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the  great  amount  of  khaki  cloUi  on  hand,  thua  p*^lpng  it  annrrv 
priatc  for  uae  in  the  makinK  of  civilian  clothen. 

The  unemployment  insurance  policy  iaaued  to  ex-ttolilicm  is  tiw 
same  in  nature  as  the  regular  national  unempk>yuient  insuranoa 
|H)licy.  This  insurance  is  free;  there  are  no  dues  and  there  are  no 
"waiting  weeks,"  as  is  customary  in  industrial  insurance.  The 
Innefit  is  not  called  a  benefit  but  a  ''donation,"  for  the  purpoasb 
p^iyciiologically,  of  leading  the  man  to  secure  employment  at  the 
earliest  opportunity. 

The  procedure  explained  in  these  paragraphs  appliei*m  prMi> 
eipU  to  officers  as  well.  The  furkni^  and  the  unemployment 
insurance  are  not  granted  to  officers. 

The  demobilization  of  the  Queen  Mary's  Anny  Auxiliary  Corpa 
(women)  will  be  carried  out  on  similar  lines.  The  womeo  are 
formed  into  dispersal  drafts  and  cleared  through  dispersal  hoateb; 
in  their  selection  for  release  special  attention  is  given  to  their 
di^)ensability  and  to  their  domestic  obligations. 

Undsbltinq  Conditions 

In  preceding  paragraphs  we  have  c(Misidered  the  actual  machin- 
ery of  demobilization  and  dispersal.  This  paper  should  touch 
similarly  on  the  underlying  conditions  upon  which  this  procedure 
is  based.  One  of  the  foremost  factors  to  be  considered  in  this 
regard  is  sea  transportation.  The  chartering  of  ships  and  the 
providing  of  adequate  wharfing  facilities  are,  in  the  case  of  the 
Britiiih,  taken  care  of  by  the  Ministry  of  Shipping  which  functions 
at  Paris  under  the  Allied  Council.  Obviously,  tlie  more  ships  that 
can  be  spared  from  other  national  requirements  the  quidcer  will 
be  the  process  of  repatriation.  It  is  interesting  to  note,  hoirevcr, 
tiiat  General  Burnett-Hitchcock,  Director  of  Mobilisatioo.  stated 
to  the  writer  of  this  paper  that  the  neck  of  the  bottle  in  the  de- 
mo})ilization  of  the  armies  overseas  will  prove  to  be  the  wharfage 
facilities  in  France.  The  General  believes  that  this  will  be  true 
in  tiie  case  of  America's  armies  as  well. 

With  reference  to  land  transportation,  it  is  pUnned  to 
from  the  army  among  the  first  the  technical  railroad  men 
to  operate  the  roads  during  this  period  of  increased  paMenger  and 
freight  traffic.  Ample  rolling  stock  is  on  hand.  The  coordina- 
tion of  the  sea  and  land  traaq>ortation  facilities  of  the  United 
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Kfaigdom  will  be  carried  out  under  the  Director  of  Movements 
and  Rmilways.  who  functions  under  the  Director  of  Mobilization. 

The  all-iniportant  qu<»stion  of  the  supply  of  raw  materials  is 
bdng  rtudied  under  the  Ministry  of  Reconstruction.  Steps  are 
betnff  taken  as  far  as  possible  to  secure  sufficient  supplies  of  raw 
maieriab  well  in  advance.  Similarly  plans  are  in  effect  whereby 
adequate  financial  assistance  will  be  given  manufacturers  and 
others  whose  businesses  have  been  disrupted  by  the  war  in  order 
that  they  may  be  enabled  to  reorganize  as  quickly  as  possible  for 
peace-time  production. 

TTie  care  of  the  ex-soldiers  and  ex-officers  who  are  still  unfit  for 
ciWI  life  owing  to  their  injuries  is  assumed  by  the  Ministry  of 
These  disabled  men  must  be  accommodated  and  ar- 
must  be  made  for  this  accommodation  without  im- 
peding the  dispersal  of  retiuning  troops.  It  is  stated  that  the 
pfeaent  hospital  facilities  will  be  adequate  for  the  handling  of  this 
daas  of  personnel.  There  are  400,000  hospital  beds  in  England 
available  for  the  purpose. 

Thus,  in  sunmiing  up,  we  see  that  the  British  War  Office  intends 
that  the  men  of  Britain  shall  be  returned  to  industry  in  the  order 
in  which  tliey  are  wanted.  The  machinery  of  demobilization  is 
organized  with  this  in  mind.  Through  the  functioning  of  this 
machinery  men  are  brought  back  to  the  localities  where  they  will 
be  useful,  but  no  attempt  is  made  arbitrarily  to  assign  them  to 
tpeeific  jobs.  It  is  not  to  be  supposed,  however,  that  because 
there  is  no  military  agency  to  accomplish  this  result  that  provision 
Is  not  made  for  the  resettlement  of  individuals  in  productive  in- 
dustrial life.  Officers  and  soldiers  are  given  every  assistance  in 
•ecuring  work  for  which  they  are  qualified.  Those  who  have 
openings  to  which  they  can  return  of  course  will  require  no  assist- 
ance; but  those  who  have  no  such  positions  awaiting  them  must 
crthcr  establish  industrial  contacts  themselves  or  secure  help  in 
doing  so.  In  order  that  they  may  receive  proper  assistance, 
thoae  who  wish  it  are  privileged  to  fill  out  army  forms,  prepared 
for  the  purpoae,  at  the  time  when  the  unit  commanders  are  classi- 
fying their  personnel  prior  tb  the  withfirawal  of  men.  There  is 
one  form  for  officers  and  soldiers  of  like  standing  in  civil  life;  there 
IS  a  aeparate  form  for  soldiers  of  artisan  standing  in  civil  life. 
These  forms  are  sent  to  the  Ministry  of  Labor,  under  which  are 
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two   organizations;   tlie   Ex-officen'   BeiettWment   Commiliee. 

which  \s  cquivaJent  to  an  employment  ezcbanKe  for  profcMOoal 

and  buflinest  men,  and  the  Labor  Resettlement  Committee,  wbidi 

aisumeB  the  aame  reapdnaibilitiea  with  refdmioe  to 

The  hitter  functions  primarily  throui^  the  employment 

of  the  MiniBtr>'  of  Labor,  corresponding  in  general  to  the  offlees  of 

the  United  States  Emplo>'roent  Service. 

Saucnt  Points  for  American  DEifoeiuxATioN 

There  is  much  in  the  Britiiih  system  that  does  not  apply  to  our 
own  conditions.  It  is  believed  by  many,  however,  that  d^'inobil- 
iiation  according  to  some  industrial  standard  is  neceaiuu-y  for 
America  too  if  uncniplo>'ment  and  labor  unrest  are  not  to  ensue. 
It  is  not  tlie  piuposc  of  this  paper  to  offer  an  opinion  on  this  point. 
The  responsibility  of  replacing  discharged  soldiers  (and  ex-mimi- 
txms  workers)  in  industry  is,  however,  a  function  Uiat  is  %-er>- 
clearly  located.  There  is  need  for  some  agency  to  help  men  get 
jobs  they  are  qualifi<»d  to  fill  when  they  want  help  of  that  kind. 
No  service  of  this  kind  should  be  made  mandatory.  The  individ- 
ual will  resent  any  such  service  imposed  on  him.  He  will,  how- 
ever, be  grateful  for  the  same  service  if  proffered  to  him  on  a 
voluntary  basis. 

It  is  apparent  that  at  this  time  there  is  an  exceptional  oppor- 
tunity offered  to  the  United  States  Employment  Service — and  a 
corresponding  responsibility  imposed  upon  it.  Whether  demob- 
ilization of  the  armies  at  home  and  overseas  be  by  uiilitary  unit 
or  on  some  industrial  basis  as  in  the  case  of  the  British,  the  m^d 
for  a  national  employment  clearing  house  is  evident.  The  need 
will  be  especially  acute  if  demobilization  is  by  militar>'  unitii. 
inasmuch  as,  in  that  case,  a  larger  proportion  of  men  will  be  re- 
leased from  the  army  for  whom  there  are  no  welcoming  jobs 
waiting  at  home.  These  men  will,  unavoidably,  have  greater 
(iif!i(  iilty  in  finding  their  places.  Naturally  they  will  require 
a>>i>i.mce  to  a  greater  measiure  than  men  released  because  tiicy 
aro  needed  now  by  industry. 

When  America  entered  the  war,  the  Secretary  of  War  ciealed 
tlie  Conmiittee  on  Classification  of  Personnel,  a  group  of  bustness 
specialists  who  had  engaged  in  practical  personnel  work  in  indus- 
try.   Under  the  direction  of  this  group,  a  functiooing  iQrstem  was 
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CNated  in  the  army  whereby  the  millions  of  men  flowing  from 
industry  into  the  army  were  dassified  with  a  high  degree  of  accur- 
acy, trade-tested  in  tlie  cases  of  certain  skilled  trades,  and  placed  in 
positions  where  their  skill  could  be  used  by  the  army,  not  thrown 
away  aa  unfortunately  was  the  case  in  Britain's  hurried  mobiliza- 
tion in  1914.  This  has  resulted  in  the  increased  effectiveness  of 
tlie  army  through  increasing  the  effectiveness  of  the  individual 
ofioer  and  soldier. 

The  process  of  demobilization  offers  a  parallel  opportunity  for 
constructive  work  of  this  kind.  The  gears  of  the  machine  are 
thrown  in  reverse  and  the  vast  supply  of  personnel  will  hence- 
forth flow  from  the  army  back  into  industry.  Under  this  changed 
state  of  affairs,  the  importance  of  the  principles  of  the  proper  place- 
wmU  qf  the  indwidual  remains  a  constant.  It  is  equally  true  that 
tlie  abilities  of  men  must  be  determined  and  used  if  those  men 
are  to  find  happiness  and  be  of  maximum  service  to  industry. 

In  short,  we  have  been  engaged  in  analyzing  men  and  placing 
them  properly  in  the  interest  of  military  effectiveness.  Now  we 
diould  perfect  the  machinery  through  which  these  men  should 
be  given  the  opportunity  to  have  their  abilities  determined  and 
to  be  put  in  contact  with  jobs  for^which^they^are^fitted — in^the 
intnest  of  industrial  effectiveness.  ^ 

In  large  measure,  the  methods  used  by  the  army  in  placing  men 
in  work  for  which  they  are  fitted  can  be  adopted  by  industry. 
Becruits  entering  the  army  do  not  fill  out  their  own  forms  as  is 
ao  frequently  the  practice  in  the  employing  offices  of  industrial 
ooDoems.  They  are  cross-questioned  by  trained  interviewers 
who  enter  the  data  for  the  soldiers  on  their  records.  Scientific 
trade  tests  have  been  worked  outjn  cooperation  with  industrial 
ooooems  and  the  tests  themselves  tested  to  establish  their  accu- 
racy. Recruits  claiming  skill  in-  the  metal  and  woodworking 
Indes  are  given  trade  tests  and  their  proficiency  definitely  estab- 
liriied.  Qflkers  of  technical  units  calling  for  skilled  men  are  thus 
assured,  especiaUy  in  the  case  of  those  trade-tested,  that  the  men 
furnished  them  can  do  the  work  for  which  they  are  requested. 

Army  trade  specifications  have  been  prepared  and  published  in 
pamphlet  form  for  the  use  of  army  oflicers  in  requisitioning  skilled 
men.  For  each  of  over  600  trades  needed  by  the  army,  there  has 
bssB  carefully  studied  out  (a)  duties  of  the  tradesman,  (b)  qual- 
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iii.  ltinn^  <  iititling  a  man  to  imdcTtakc  auch  work  and  (c)  lub- 
stitutr  <M  <  iiputioas  tcrbecaUedonif  menof  IhAori^rioal  trade  aiv 
not  available.     For  example: 

fbaflom  HAOKam  OnouToa 
Dviim 
1.  Opmtioa  «l  gtenkid  tjrpci  ud  vsriotM  kbdi  aad  dam  ol  fof|l«  SMdiia*.  mA 


M  buDdo—  and  hjrdiMiBe  prant  oo  gaMnl  work. 


t.  Shoold  hkr%  thoroi^  kDowbdft  oT  rit«t  mmI  boH  hr^t^ 
•adl<yJw«PcpiiwMibrhtidiwtil>arfaolti,fonM>nd»llrUMMofprBM 


Shoold  hftvo  •  pimctkal  knofvladco  of  ood,  fM  and  oil  typoi  of  fotfi 
propel  iMoUog  of  varioos  malarial  for  focfUgk 
MiMt  be  able  to  Mt  and  a4j«t  diat  and  maintaiB  Mme  and  bt  abb  to 


8.  Drop  foffi  opBtator,  pfOH  operator,  heavy  forfe  bladwiuth«  bbdcMBilk. 

The  use  of  these  specifications  establishes  a  unifcmn  language. 
There  is  no  possibility  of  the  depot  camp  personnel  officer  fur- 
nishing the  wrong  kind  of  men  through  mi8interpretatk>n  d  tcnns. 
A  drill-press  operator  is  a  certain  definite  kind  of  man;  a  bendi 
hand  is  another.  The  use  of  these  specifications  prevents  the 
forwarding  of  bench  hands  when  drill-press  operators  are  wanted, 
merely  because  they  are  both  mechanics. 

All  this  work  in  the  camps  has  been  done  by  officers  and  men  of 
ability  and  trainmg  who  in  business  life  command  proportioiiate 
salaries.  Without  this  superior  personnel,  these  sui>erior  results 
would  have  been  impossible.  An  effective  machine  in  the  hands 
of  low-paid  men  of  mediocre  ability  functions  with  the  effective 
ness,  not  of  the  machine,  but  of  the  men. 

It  is  believed  that  these  methods  are  equally  adaptable  to  the 
proper  distribution  and  placement  of  mon  in  industry.  It  ii 
believed  that  the  tradesman  returning  to  mdustry  has  the  right 
to  have  his  ability  determined  and  recognised  and  to  have  assist- 
ance in  securing  the  position  to  whidi  his  skill  entitles  him.  It 
is  believed  that  similarly  the  employer  is  entitled  to  have 
certification  of  the  ability  of  the  men  refeired  to  him,  for  any 
matching?  between  the  man  and  the  job  results  in  km  to  tbe 
employer  as  well  as  to  the  man.7][And  certainly  by  tbe 
ment  of  imiform  trade  terminology,  it  should  be  made 
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for  the  employer  to  be  confident  of  receiving  the  kind  of  man 
wanted  and  for  the  man  to  be  saved  the  possibility  of  setting  forth 
on  m  job  for  which  he  is  not  qualified. 

In  ao  far  as  steps  to  this  end  have  ahcady  been  taken  by  the 
Labor  Department  in  all  cities  say  over  25,000,  the  United  States 
Employment  Service  is  in  a  position  to  assume  this  gigantic  task 
of  placing  our  army  personnel  back  into  industry — and  not  only 
that  but  also  the  task  of  acting  permanently  as  a  means  of  contact 
between  the  American  employer  and  the  American  workman.  If 
at  any  of  its  offices  machinery  of  this  type  is  not  in  full  use  and 
operation,  an  opportunity  undoubtedly  exists  for  the  United  States 
Employment  Service  to  increase  its  effectiveness  and  value  to  the 
country. 

There  is  much  in  the  British  plans  for  demobilization  that  is  of 
significanoe  to  us.  Their  method  of  release  of  men  from  the  army 
is  perhaps  not  parallel  to  ours.  Yet  American  business  can  learn 
a  lesson  from  the  British  plans  for  resettlement  and  from  the 
American  system  of  fitting  men  into  the  army  which,  if  heeded, 
should  result  in  the  establishment  of  a  machine  which  would  prove 
a  permanent  asset  to  American  industry. 


Release  of  Industrial  Leaders  from  Government 

Service  for  Industrial  Supervision 

By  Mark  M.  Jones 

\\7R  hear  that  we  are  on  the  dawn  of  an  era  of  super-orRaiiita. 
^  ^  lion  of  business;  that  industrial  units  will  be  largrr;  that 
industrially  we  must  be  more  economical  and  more  efficient  if  we 
are  to  compete  favorably  in  the  world\s  markets;  and  that 
business  viewpoint  must  henceforth  be  international  rather 
national  in  its  scope. 

If  tins  be  true,  the  American  nation  will  need  leadership  of  the 
finest  kind.  It  will  particularly  require  men  of  initiative,  adapta* 
hility,  resourcefulness,  broad  knowledge  of  business  eonditioiis, 
and  highly  developed  capacity  to  use  things  economically  and 
eflSdently. 

With  such  an  approach  it  seems  that  in  connection  with  de- 
mobilizing labor,  the  release  of  industrial  leaders  from  government 
service  for  industrial  supervision  has  four  main  aspects: 

1.  Where  is  the  need  in  industry? 

2.  The  program  for  release  of  leaders  for  industrial  needs. 
S.  Will  executives  return  to  their  pre-war  occupations? 

4    Wlijif  uHl  be  the  result  of  their  government  service? 

Thb  Nesd  in  Indubtrt 

A  primary  need  will  be  in  the  many  shipbuflding  plants  of  the 
nation.  The  production  problems  of  these  enterprises  are  such  as 
to  tax  the  resources  of  the  highest  type  of  management,  and  the 
need  for  men  of  initiative  who  can  strike  out  independently. 
T^irardless  of  conditions,  yet  play  the  game  with  others  so  well  that 
\\\r  necessary  teamwork  and  cooperation  may  emerge,  will  be 
irn-at. 

I.«  .hlt'rs  will  (vrtainly  be  required  in  those  war  indu.stri<*>  which 
f;i< «  tlir  problem  of  developing  markets  in  onler  to  prevent  bodi 
uvw  And  old  equipment  from  being  idle.  Many  of  thmt  enter- 
prises have  simply  manufactured  their  regular  product  as  a  war 
essential  at  a  higher  rate  of  production,  while  others  have  done 
special  work  with  new  equipment,  for  which  they  must  now  find  a 

IS 


14  Tbe  Annalb  of  the  American  Acadeict 

product  that  has  a  market  in  peace  times.  Sales  organizations 
have  been  discontinuc<i  entirely  in  some  cases*  whereas  in  others 
they  have  worked  according  to  a  much  restricted  program  with  the 
idea  of  holding  enough  of  an  organization  together  to  return  to 
peace  conditions.  To  such  fields  many  men  will  return  richer  in 
aperienoe  and  with  a  wide  field  of  opportunity. 

Tlieao-called  "less  essential"  industries  offer  a  distinct  problem. 
Many  were  curbed  to  meet  war  necessities  in  money,  materials  and 
They  will  be  facing  the  problem  of  expansion  to  a  pre-war 
It  will  be  necessary  for  them  to  gather  together  an  organi- 
iil  nuiny  cases,  while  in  others  the  nucleus  which  has  been 
held  together  must  be  expanded  for  increased  production. 

A  further  need  for  executive  talent  will  be  found  in  the  new 
industries  which  wiU  grow  out  of  the  inventions  and  the  special 
circumstances  of  the  war.  A  striking  example  of  this  will  be  the 
diemical  industries  which  now  supply  home  needs,  yet  have  many 
problems  to  overcome  before  they  are  in  the  most  favorable  posi- 
tion for  competition  in  the  world's  markets. 

The  return  to  industries  of  the  individual  whose  position  was  not 
or  could  not  be  filled  when  he  entered  government  service  is  a 
pressing  problem.  We  all  know  of  many  instances  where  im- 
portant men  have  not  been  replaced.  Their  work  has  been  dis- 
tributed among  associates  who  have  speeded  up  as  a  patriotic 
effort.  Naturally  their  increased  speed  could  not  be  maintained 
continuously  and  many  leaders  will  therefore  return  to  positions 
which  have  been  administered  in  a  mediocre  way  and  in  which 
great  opportunities  for  concentration  of  initiative  exist. 

How  urgent  is  the  need  of  releasing  industrial  leaders  from  gov- 
ernment service  is  shown  in  the  case  of  managers,  superintendents 
and  foremen  drawn  from  their  regular  occupations.  Men  for  such 
podtioni  should  be  high  types  of  leaders.  Their  initiative  and 
activity  in  many  cases  took  them  into  government  service  without 
thou^t  of  their  future.  Such  men  have  usually  been  of  high 
types,  and  industry  has  suffered  from  theu*  loss.  Their  return 
sbcNtld  be  speeded,  as  upon  them  with  their  enlarged  vision  and 
tidmess  in  experiences  will  rest  a  large  portion  of  the  responsibility 
lor  guiding  us  safely  into  the  future. 

Certain  presidents  or  executive  heads  of  industries  have  their 
coterprises  so  well  organized  that  their  individual  initiative  might 
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l>e  diverted  to  government  service  without  embarraaniig  the  cotcr- 
pri^.  However*  the  initiative  and  pioncerini?  experienoe  of  tiicli 
men  will  be  again  needed  and  their  guiding  hand  ghould  be  qufcHy 
applied  to  the  new  problems  in  their  enterprise,  which  will  be 
(I  rated  by  the  da\*Ti  of  peace. 

it  tiuis  appears  that  upon  the  speed  with  which  we  divert  the 
initiative  of  industrial  leadership  from  war  to  peace  activities  will 
ill  a  large  measure  depend  the  speed  and  quality  of  our  *»<wM«Tijfp 
rradj  list  men  t. 

A  Pbogram  fob  RkiiKabb  or  Leaderu  fob  Industbial 

Needs 

The  leaders  in  goverfament  servioe  might  be  dassified  in  three 
^nroups,  as  follows: 

1.  Commissioned  officers. 

2.  Civilians  on  government  work. 
S.  Civilians  in  essential  industries. 

Among  the  commissioned  officers,  in  field  as  well  as  staff  8er\'ice» 
will  be  found  many  industrial  leaders.  Their  release  will  probably 
l>c  determined  by  military  rather  than  industrial  necessities.  In 
many  cases  they  ^oll  be  needed  to  meet  problems  of  demobiliiation 
as  affecting  the  army,  yet  after  the  planning  in  connection  With 
such  problems  is  done,  they  should  be  released  in  order  that  the 
work  might  be  carried  on  by  others  of  more  limited  tmlenta.  The 
men  of  special  prominence  who  have  accepted  commissions  would 
undoubtedly  be  permitted  to  resign,  and  thus  take  up  old  activities 
quickly.  Others  of  less  prominence  would  necessarily  have  to  be 
sought  out  and  could  be  located  through  the  qualification  recocds 
covering  commissioned  personnel.  Releases  where  permitted  by 
military  conditions  and  desired  would  undoubtedly  be  regulated 
on  tlie  basis  of  length  of  service  and  in  recognition  of  eBoeUait 
work. 

The  civilians  in  government  service  might  be  grouped  according 
to  those  who  are  on  full  salary  and  those  who  accepted  appoint- 
TiKnts  on  a  dollar  per  year  basis.  These  civilians  have  in  •ome 
i  ases  been  loaned  by  the  enterprise  temporarily,  and  in  otlier 
cases  for  the  duration  of  the  war.  Others  have  severed  coniiee- 
lions  with  former  employers  and  have  entered  govenmiflat 
ice  as  a  civilian  on  their  own  volition. 
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So  far  as  mftk'ng  available  those  loaned  is  concerned,  the  prob- 
lem ii  more  simple  than  with  the  commissioned  oflScers.  Some 
balancing  of  Uie  needs  of  industry  versus  those  of  the  governmonl 
during  demobilization  can  be  arranged.  In  respect  to  those  who 
have  been  in  government  ser\'ice  free  of  obligation  to  former  em- 
ployers, the  problem  will  be  one  of  redistribution  in  which  indi- 
vidual initiative,  the  United  States  Employment  Service  and 
private  employment  exchanges  handling  executives  will  play  an 
important  part. 

Flaoement  of  leaders  now  serving  the  government  in  civil ijin 
capacity  will  be  more  serious  in  those  cases  where  a  prospective 
opening  has  not  been  located.  Civilians  are  scattered  among  a 
great  number  of  departments  and  divisions,  and  are  not  classified 
in  such  a  comprehensive  manner  as  are  those  in  uniform.  The 
problem  will  not  be  so  acute  so  far  as  the  individuals  of  prominence 
are  concerned.  It  will  be  among  those  whose  activities  have  been 
of  more  limited  scope  that  the  main  questions  will  arise.  So  far  as 
leadership  is  concerned,  however,  the  main  problem  will  be  in  as- 
certaining the  needs  of  industry  and  reflecting  such  needs  to  a 
central  point  in  a  manner  which  will  permit  of  matching  with  the 
supply.  It  is  mainly  a  question  of  how  to  arrange  the  focusing  of 
supply  and  demand  at  the  same  point  in  order  that  a  redistribution 
may  be  made  on  the  most  economical  and  efficient  basis  possible. 

So  far  as  the  men  held  on  government  work  through  the  opera- 
tion of  the  selective  service  regulations  are  concerned,  a  less 
problem  exists.  The  majority  of  those  to  be  released  will  be  found 
among  the  industries  of  a  temporary  nature  for  some  phase  of 
munition  work.  In  such  cases  those  who  came  from  less  essential 
industries  may  divert  their  activities  into  former  occupations  as 
soon  as  the  restrictions  of  the  Selective  Service  Act  are  removed. 

In  other  cases  where  the  work  of  the  enterprise  will  not  be 
maieriaDy  affected,  leaders  who  have  been  operating  under  un- 
satisfactory conditions  because  of  industrial  classification  under 
•dective  service  regulations  will  be  free  to  enter  new  fields. 

Will  Executives  Return  to  Pre-War  Occupations? 

It  teems  dear  that  more  men  in  the  class  of  leaders  will  go  back 
to  former  occupations  than  will  those  from  the  workers.  The 
majority  will  return  to  their  pre-war  occupation.     Others,  how- 


evc*r,  on  the  hnsis  uf  a  u ulcr  hojyc  lor  ucUvity,  have  Irmnied  oC  new 
fields  in  whicli  Uiey  coii  better  apply  their  talents.  Individuab 
who  fonnerly  were  in  the  class  of  niiafiU  have  found  theniidvM» 
and  will  enter  fields  in  which  they  may  better  apply  their 
Those  who  had  only  general  qualifications  prior  to  the 
)ia\  V  followe<l  courses  of  study,  acct^pted  new  refpoiudbilitief  which 
have  transformed  them  into  specialists  with  a  higher  degree  of 
skill.  Such  men  will  certainly  do  everything  possible  to  cash  in 
upon  the  enlarged  usefulness  thus  created. 

While  the  majority  of  leaders  rdeased  from  government  service 
will  return  to  pre-war  occupations,  not  all  will  be  reteaaed.  It 
S4>enis  clear  that  for  some  time  at  least  our  standing  army  will  be 
greater  than  ever  in  peace  times  and  many  will  wish  to  remain  in 
the  military  establishment.  It  seems  reasonable  to  suppose  that 
nn  op|)ort unity  will  be  afforded  them  to  do  so,  and  that  a  great 
numy  will  accept  it. 

Results  or  Government  Service 

Ix'aders  returning  to  industry  will,  in  the  main,  bring  an  en- 
larged vision  and  a  greater  appreciation  of  the  problems  of  the  day. 
Their  government  work  has  given  them  an  international  view- 
point, whereas  before  the  war  their  interests  were  mainly  national. 
They  have  had  to  deal  with  larger  units  than  ever  before  in  history 
and  where  they  have  been  accustomed  to  thinking  in  tens  and 
hundreds,  a  great  many  in  order  to  succeed  in  government  ser\ice 
have  been  compelled  to  speed  up  to  think  in  thousands,  millions 
and  billions.  Such  enlarged  capacities  for  administration  will  be  a 
reward  to  be  accorded  an  important  place  in  the  list  of  advanta|pet 
gained  from  the  war. 

The  majority  will  be  more  than  compensated  for  their  govern- 
ment service.  Others,  however,  will  return  to  peace  timet  faded 
and  fagged  through  struggles  with  great  snarb  of  red  tape.  Many 
leaders  have  undoubtedly  fussed  and  fumed  while  endeavoring  to 
get  results  through  "channels"  and  have  ultimately  been  satisfied 
to  slow  down  to  tlie  spei»d  of  their  surroundings.  This  has  been 
particularly  true  among  those  commissioned,  and  it  seems  reaaoo- 
able  to  supjK)se  that  the  issuance  of  comnu'ssions  for  non-eombat- 
tant  personnel  would  be  very  much  restricted  were  we  to  enter 
upon  another  war  period.    Many  cases  have  been  reported  where 
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able  men  have  suffered  diminished  effectiveness  as  the  result  of 
the  lYstrictions  of  the  uniform.  This  of  course  has  not  been  the 
those  serving?  in  civilian  capacities.  The  issuance  of 
would  probably  be  restricted  to  those  serving  in  the 
field,  and  to  a  very  few  administrative  positions  of  staff  nature 
were  we  to  mobilize,  again. 

Among  other  advantages  leaders  will  return  witli  a  broader 
understanding  of  the  principles  of  industrial  organization.  They 
have  made  contacts  that  will  cause  them  to  better  appreciate  the 
principles  underlying  the  control  of  large  units  and  cause  them  to 
understand  how  to  get  results  on  a  greater  scale.  They  will  also 
be  speeded  up  to  greater  things,  and  will  not  be  satisfied  to  settle 
down  to  the  limited  sphere  of  pre-war  days.  The  results  cannot 
but  be  helpful  in  advancing  American  industry  to  a  more  dominant 
position. 

Probably  the  greatest  result  or  the  most  far-reaching  which  will 
accrue  from  the  ex]>erience  of  leaders  in  government  service  will  be 
the  keener  appreciation  of  man  power,  and  a  broader  understand- 
ing of  the  problems  of  human  relations.  How  to  get  results  from 
human  beings  has  been  one  of  the  most  serious  questions  in  con- 
nection with  carrying  out  the  war  program,  and  the  majority  of 
industrial  leaders  will  return  with  a  more  wholesome  respect  for 
human  effort,  a  keener  desire  to  conserve  human  resources  as  well 
as  a  respect  for  the  viewpoint  of  workers. 

So  far  as  the  industrial  leaders  of  primary  importance  are  con- 
cerned, little  need  be  said.  Their  number  is  small  and  in  most 
cases  their  future  is  settled.  With  them  it  is  mainly  a  problem  of 
relinquishing  their  present  duties,  in  order  that  they  may  be  free 
for  the  carrying  out  of  their  plans  for  the  future.  It  is  among  the 
leaders  in  the  secondary  and  lower  classes  that  the  problems  will 
arise,  and  so  far  as  release  is  concerned,  the  requirements  of  in- 
dustry will  undoubtedly  be  subordinated  to  those  of  the  military 
e8tabli«ihment.  This,  however,  will  be  mainly  a  matter  of  method, 
and  the  policy  adopted  should  move  supply  to  demand  in  the  most 
efficient  manner  and  in  the  shortest  possible  space  of  time. 


United  States  Employment  Service  and 
Demobilization 

By  I.  W.  LrrcnriELD 

\yirnKN  iiithout  hint  or  warning  the  Europ<ran  War  was  tud- 
^  ^  denly  terminated,  even  before  the  complex  mechanism 
of  our  great  war  machine  had  begun  to  synchronize,  we  foiuid  our- 
selves in  the  position  of  the  German  coninmiKJers,  who^  having 
trained  an  army  for  offensive  operations,  found  it  extremely 
difficult  to  retreat.  There  was  no  indication  that  Gennany  would 
weaken  for  months,  and  indeed  preparations  had  been  made  for 
a  possible  continuance  of  the  war  through  a  period  of  years.  No 
one  had  contemplated  or  considered  the  stoppage  of  the  produc- 
tion ninchiner>%  much  less  the  reversal  of  some  of  its  trains,  and 
when  tlie  armistice  was  signed,  it  was  with  a  distinct  shock  tliat 
we  contemplated  demobilization  and  reconstruction,  with  its 
new  adjustments  and  changed  conditions.  Millions  of  men  had 
been  taken  from  industry  and  transferred  to  the  army  and  navy. 
Millions  more  were  engaged  in  production  of  materials  that  were 
not  needed  when  hostilities  ceased.  Factories  had  been  changed 
over  for  the  production  of  essential  war-time  material,  and  large 
additions  to  the  plants  had  been  made.  Washington  was  frankly 
in  a  state  of  consternation.  Even  with  the  most  intelligent  action 
on  the  part  of  governmental  authority,  a  critical  condition  seemetd 
inevitable.  If  the  immediate  peace-time  demands  were  large 
enough  and  sufficiently  varied  to  absorb  the  labor  that  would  aoon 
be  released  from  war  work,  the  problem  would  be  merely  one  of  ad- 
justment, but  if  during  the  transfer  it  developed  that  there  was  a 
lack  of  confidence  in  the  future,  and  there  should  occur  the  dreaded 
period  of  "marking  time,"  only  the  wisest'govemmental 
ment  could  prevent  a  period  of  stagnation.  The  most 
feature  of  the  case  was(  that  a  tremendous  number  of  men  ofdi* 
narily  engaged  in  out-of-door  work  were  to  be  thrown  out  of  em- 
ployment at  the  beginning  of  winter,  when  there  would  be  little 
opportunity  for  them  to  work  on  farms,  highways,  railroads  or 
building  projects. 
In  England  a  oomtniUee  under  th$  mtnuCsr  qf  muniftons  hod  htm 
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Hudying  tecofutmetum  altnoH  from  the  time  the  war  began.  Very 
coniplcto  plans  for  redistribution  of  labor  and  allocation  of  ma- 
trriaU  had  been  made,  and  almost  coincident  with  the  signing  of 
the  armistice  these  plans  were  made  public.  No  such  study  had 
been  given  to  the  matter  on  this  side  of  the  water.  A  short  time 
ago  the  President  had  asked  the  Council  of  National  Defense  to 
make  a  study  of  certain  phases  of  reconstruction,  but  the  com- 
mittee in  charge  had  hardly  had  time  to  do  more  than  make  a 
rough  survey  of  the  field. 

Agencies  for  Labor  D>emobilization 

The  agencies  upon  which  the  responsibility  should  rest  for  the 
demobilizing  of  the  army  and  the  proper  allocation  of  materials, 
taking  into  consideration  the  needs  of  Europe,  are  the  War  In- 
dustries Board,  in  connection  with  the  Food  and  Fuel  Adminis- 
trations and  the  War  Trade  Board,  the  Department  of  Labor 
and  the  General  Staff  of  the  Army.  The  United  States  at  this 
moment  stands  as  the  industrial  arbiter  of  the  world.  It  repre- 
sents a  great  pubUc  service  corporation  upon  which  rests  re- 
sponsibility for  universal  service.  An  essential  part  of  the  raw 
material  and  finished  products  needed  in  Europe  must  be  fur- 
nished by  this  country.  The  obligation  is  chiefly  an  economic 
one,  because  if  the  loans  to  our  associates  are  to  be  reimbursed, 
they  must  be  placed  in  a  position  to  earn  and  pay.  It  therefore 
seemed  important  that  some  governmental  agency  should  de- 
termine how  much  material  could  be  spared  for  European  re- 
construction and  allocate  the  remainder  that  can  be  devoted  to 
the  readjustment  of  domestic  industry  for  the  requirements  of 
civilian  consumption.  It  seemed  obvious  that  if  a  scientific 
redistribution  was  to  be  made  it  should  be  done  through  the 
agencies  which  had  proved  their  worth  during  the  time  of  stress, 
and  which  could  be  trusted  to  conserve  our  available  supplies  so 
long  as  sudi  conservation  might  be  needed.  It  also  seemed  ob- 
vious that  the  War  Industries  Board  was  particularly  well  equipped 
to  supervise  the  redistribution  of  material  in  connection  with  the 
other  war  boards,  because  of  its  detailed  knowledge  of  industry, 
and  its  intimate  connection  with  every  form  of  production. 
Unfortunately  no  announcement  of  such  a  redistribution  com- 
mittee has  been  made  as  this  is  being  written.    With  the  knowl- 
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edge  and  needs  of  industry  indicated  by  the  allotment  of  material. 

Tjibor  Department  would  be  equipped  to  direct  rtrtuminK 

:<*ni,  and  distribute  the  army  of  war  workers  in  this  country  to 

<'-time  occupations,  provided  the  Secretary  of  War  would 

•  the  industrial  necessity  and  demobilize  the  army  in  ac- 

with  the  suggestion  of  the  Department  of  Labor. 

I  '  I'&IENT   OF   THE   UnITED    StaTES   EmPLOTMENT   SBTICB 

iffh    the   madiiner^'   of   the   employmi-nt    s<-nice 


.     .....  il  to  be  ready  for  quick  reversal,  incomplete  organisatioo 

(ouiid  it  somewhat  unprepared.  The  foundations  for  the  ttnie* 
ture  had  been  laid  throughout  the  states  and  some  parts  of  it  were 
nradically  completed,  but  it  had  only  had  half  the  time  for  coo- 
-truction  of  most  of  the  other  war  agencies,  and  had  not  yet 
nearly  reached  its  maximum  efficiency.  It  was  something  of  a 
war  aftertliought.  A  brief  history  of  its  development  may  be 
su^'^estive  of  its  possibilities  for  post-war  labor  placement. 

In  July,  1917,  four  men  having  somewhat  similar  ideas  on  the 

uhject  of  man  power  for  the  needs  of  war  industries  dumoed  to 
iiKM-t  in  Washington,  and  after  casting  their  fortunes  together  for 
t  hv  purpose  of  securing  men  for  the  government  and  governmental 

on  tractors,  looked  about  for  a  connection  that  would  give  them 
the  proper  scope  and  facilities.  They  were  logically  drawn  to  the 
Depart  niont  of  Labor,  where  they  found  sympathetic  interett 

I  ml  attention,  and  through  the  cooperation  of  Secretary  WQsoii, 
founded  the  U.  S.  Public  Service  Reserve.  A  national  organiia- 
tioTi  was  projected,  consisting  of  a  national  director  and 
dates  in  Washington,  state  directors,  county  directors,  and 
roUment  agents  in  communities.  The  more  important  states 
<  trganized  at  once,  and  before  the  end  of  the  year  the  organiration 
wa.s  eoinpleted  in  practically  all  of  the  states,  and  the  work  of 
recruitment  for  the  various  governmental  operations  was  weB 
under  way.  In  the  meantime  a  great  need  for  adminwtratort, 
engineers  and  technical  men  had  developed  in  Washington 
largely  for  commissioned  men  in  the  army  and  UAvy,  and  before 
the  end  of  the  year  the  original  6,000  engineers  with  which  the 
reserve  started,  had  been  increased  to  18,000,  and  a  large  number 
of  these  men  had  been  placed^in  positionB  of  responsibility. 
The  first  important  work  of  the  reierve  was  entrusted  to  it  by 
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the  Shipping  Board,  through  Mr.  Hurley,  who  designated  it  as 
the  agency  to  fill  the  needs  of  the  shipyards.  This  commission 
eovcfed  the  requirements  of  some  160  yards  on  both  coasts,  and 
aa  ahortages  developed  in  the  needed  trades,  the  15,000  enroll- 
ment agenta  of  the  reserve  became  more  and  more  useful.  By  thb 
time  the  state  machinery  had  become  so  well  articulated  that 
when  on  various  occasions  the  army  required  many  thousands  of 
men  for  special  induction  purposes,  the  reserve  was  able  to  furnish 
them  verj'  quickly  and  exactly  according  to  specifications. 

The  department  had  for  some  time  contemplated  the  establish- 
ment of  a  national  employment  service,  but  had  not  been  in  a  po- 
sition to  accomplish  it.  There  were  in  existence  about  ninety  de- 
partmental employment  oflSces  tliat  had  been  created  from  time 
to  time,  primarily  to  place  immigrants.  Many  of  these  offices 
were  located  at  or  in  the  vicinity  of  immigration  stations,  and  al- 
though they  had  been  used  for  placing  common  labor  other  than 
inunigrants,  they  did  not  attract  the  higher  class  of  artisans.  In 
the  spring  of  1918  the  employment  offices  were  divorced  from  the 
immigration  service,  and  the  U.  S.  Employment  Service  was 
created.  This  organization  was  superimposed  upon  the  U.  S. 
Public  Service  Reserve,  which  had  been  in  effect  an  employment 
aervice,  for  although  its  province  was  principally  recruiting,  it  had 
of  necessity  done  considerable  placement.  More  than  half  of 
the  state  directors  of  the  U.  S.  Public  Service  Reserve  were  im- 
mediately made  directors  of  the  U.  S.  Employment  Service,  and 
in  states  where  the  two  were  not  identical,  a  close  cooperation  was 
established.  The  reserve  was  given  the  work  of  recruiting,  while 
the  employment  service  took  charge  of  the  placement  as  well  as  of 
such  recruiting  as  it  could  readily  handle.  It  is  obvious  that  the 
creation  of  such  a  large  organization  in  a  short  space  of  time 
broujjht  about  embarrassments  and  necessitated  many  changes, 
and  that  ideal  conditions  could  not  obtain  everywhere.  Neither 
was  it  possible  at  all  times  to  work  with  the  best  cooperation  where 
the  director  of  the  U.  S.  Employment  Service  and  the  director  of 
the  U.  S.  Public  Service  Reserve  were  not  identical.  In  general, 
however,  the  operation  of  the  service  was  very  effective. 

At  the  time  the  reserve  was  formed,  one  of  its  objects  was  to 
a  system  of  scientifically  operated  state  employment 
divorced  as  far  as  possible  from  politics  and  other  con- 
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sidcratioiui,  with  national  supervision,  and  to  organiied  that  it 

u  •lid  be  possible  to  get  the  statistics  of  employment  and  non* 

.       ^'Vfnent  from  every  part  of  the  country.     Because  of  the 

I  nature  of  this  information,  an  effective  intranrtate  dear- 

aix  <•    \  stem  could  be  established,  which  would  renult  in  rrdudnf 

'ither  of  labor  or  work  at  any  one  point,  and  thus,  to 

s  avert  industrial  crises.     ^Vith  national  supervirfon 

and  clearance,  a  perfect  distribution  of  labor  would  be  afforded* 

ii<!  the  information  readily  at  hand  would  be  indicative  to  some 

!«  'KH?  of  the  country's  needs.    This  would  have  an  influence  in 

<in< ctin^  apprentices  to  needed  trades,  as  well  as  on  the  output  of 

industrial  schools. 

\Mien  the  emplojTuent  service  was  formed  there  was  but 

state  tliat  had  even  tlic  skeleton  of  a  working  system,  and 

t  his  was  verj'  imperfect.     At  the  present  time  every  state  in  the 

union  has  a  federal  state  director  of  employment,  with  a  director 

^e  U.  S.  Public  Service  Reserve  in  every  county,  and  an  en- 

..:aent  officer  in  every  community.    The  total  number  of  fed- 
oral  eniplo>inent  offices  in  the  country  is  now  approximately  850. 
As  tlie  service  was  originally  laid  out,  the  country  was  divided  into 
sfionding  to  the  federal  reser\'e  bank  xones.    In  each 

_  acs  there  was  a  district  superintendent  of  employment 

who  had  general  oversight  of  the  states  within  the  area  of  his  juris- 
iiction,  all  under  the  general  direction  of  Washington.  In  some 
instances  this  plan  did  not  work  well,  as  in  the  kcM?n  desire  to  ax- 
jiedite  organization,  some  appointments  of  district  su{>erinieiidenta 
were  not  agreeable  to  the  state  directors  ui>on  whom  the  brunt  of 
the  burden  naturally  rested.  It  was  therefore  decided  to 
inate  the  district  superintendents,  and  the  district 
made  the  clearing  houses  for  fiscal  matters  witliiu  the 

I  p  to  January,  1918,  the  U.  S.  Public  Service  Reserve  had 
privately  financed.  About  that  time  Congress  made  an  appro- 
priation of  $250,000,  to  which  tlie  President  added  $800,000  from 
his  war  fund,  upon  which  the  employment  service  waa  operated 
up  to  the  first  of  July.  About  that  time  Congress  made  an  ap- 
propriation of  five  and  a  half  millions.  As  this  did  not  occur  until 
the  middle  of  the  year,  and  the  pressure  for  results  was  aerioits, 
much  latitude  should  be  given  for  the  errors  that  crept  into  Iho 


i4  The  Annalb  of  tbs  American  Academy 

adniinuriration  of  Uie  service,  due  to  the  imp>erative  need  for  quick 
organisation. 

Aside  from  the  difficulties  in  organization,  the  service  was  under 
otber  voy  serious  handicaps.  Employers  were  not  at  all  par- 
ticular as  to  how  they  secured  labor.  Government  contractors 
having  cost-plus  contracts  were  bidding  against  each  other, 
and  even  against  the  Jgovemment  departments,  [advertising 
high  rates  of  wages  alllover  the  [country,  and  seriously  dis- 
turbing industry.  Theyjpresented  extravagant  requisitions  to 
the  employment  service,  and  when^these  requisitions  were  lit- 
erally filled  were  unable  to  take  on  the^men  secured.  Men 
recruited  before  the  materials  on  which  they  were  to  work 
were  delivered  were  thus  made  to  lose  much  valuable  time. 
The  foody  sanitation  and  housing  afforded  at  the  camps  of  some 
of  the  large  projects  were  beneath  criticism.  There  was  often- 
times bad  management,  which  put  the  laborers  under  many 
hardships.  "Soft"  men,  those  men  having  had  little  past  ex- 
perience, were  not  given  an  opportunity  to  work  into  their  oc- 
cupations gradually,  although  there  was  a  tremendous  dearth  of 
men  and  a  need  for  conservation  of  human  material.  These, 
together  with  many  other  causes,  produced  a  tremendous  turn- 
over of  labor.  There  was  furthermore  a  waste  of  time  and  money, 
caused  by  the  transporting  of  men  over  long  distances,  while 
other  contractors  were  bringing  men  in  the  opposite  direction,  so 
that  the  utmost  confusion  existed  up  to  the  time  that  the  President 
issued  a  proclamation  making  it  obligatory  up>on  all  employers 
of  more  than  100  unskilled  laborers  to  secure  labor  through  the 
U.  S.  £mplo3anent  Service.  This  proclamation  tended  to  stabi- 
lise the  movement  of  unskilled  labor  throughout  the  country, 
and  placed  the  burden  of  recruiting  largely  on  the  state  directors. 

In  order  to  strengthen  the  machinery  within  the  state,  stale 
advisory 'boards  were  created,  composed  of  two  men  and  one 
woman  representing  the  employers,  and  two  men  and  one  woman 
representing  the  employes,  with  the  state  director  of  the  U.  S. 
Employment  Service  as  chairman.  In  the  larger  centers  com- 
munity boards  were  established,  which  were  advisory  to  the  local 
empbyment  offices  and  subject  to  the  state  director.  These  con- 
sisted of  one  man  and  one  woman  representing  the  employers  and 
one  man  and  one  woman  representing  the  employes,  with  the 
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iiianager  of  the  office  as  cfaaimiaii.    The  operation  of  the  oom* 
munity  boards  has  been  in  general  most  effective.    Thaw  has 
})een  some  necessary  debiy  in  making  appointments  and  soma  d^ 
luy  in  giving  full  instructionit,  but  in  connection  with  the  state 
isory  boards  it  may  be  said  that  they  have  had  a  tremendous 
liary  effect  on  the  service,  bringing  in  the  element  of  local 
vest  uikI  tending  to  increase  efficiency. 
1 1  will  be  noticH*d  that  no  restrictions  were  placed  upon  the  se- 
curing of  skilled  labor  by  employers,  and  the  abuses  that  occurred 
early  in  the  war  were  many  and  varied.    The  worst  factors  were 
the  advertising  for  workmen  by  the  larger  concerns  having  cost- 
itlus  contracts  at  wages  much  higher  than  contractors  with  straight 

•  on tracts  could  afford  to  pay,  and  the  stealing  of  men  from  govem- 
iiicnt  contractors  engaged  in  war  work.  Through  propaganda 
sent  out  by  the  employment  service,  and  through  the  strenuous 
exertions  of  some  of  the  state  directors,  employers  who  had  been 
♦•neaped  in  these  abuses  were  shown  that  they  were  reactionary, 
;ind  a.s  the  facilities  of  the  service  for  furnishing  skilled  labor  in- 
« Teased,  the  necessity  for  this  sort  of  thing  became  less,  and  was 
largely  done  away  with. 

It  will  thus  be  seen  that  when  the  cessation  of  hostilities  oc- 
curred, the  employment  service  had  an  organization  throughout 
t'very  state  in  the  Union,  ramifying  into  every  little  community; 
an  organization  that  had  been  tried  out  for  recruiting  purposes 
time  and  time  again  with  great  success,  not  only  for  the  general 
requirements  of  war  industry,  but  also  for  the  militar>'  arms.    The 

•  listrict  orpinizers  who  had  been  assisting  the  state  direct<irs  in 
•rj^'anizing  and  instructing  the  community  boards  for  the  purpose 

of  rt»cniitment,  inmiediately  turned  to  the  local  problems  of 
j)!acvnient  of  returned  soldiers  and  others,  and  in  connection  with 
the  War  Industries  Board,  paid  secretaries  were  appointed  to  act 
with  the  larger  community  boards  to  insure'effective  work,  ancl 
to  keep  the  state  directors  and  Washington  fully  posted  on  the 
" "litions  of  employment  and  non-eniplo\nnent.  On  the  flgn- 
m,;  of  the  armistice,  the  community  boards  were  immc<fiate|y 
asked  by  wire  to  make  a  quick  survey  of  the  opportunities  for  em- 
l^lovment  in  various  lines  of  work  and  communicate  them  to 
Wtkihington  for  the  information  of  the  Department  of  Labor  and 
the  War  Industries  Board.    The  scope  of  this  infonnalion  b  in- 
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dicated  by  the  fact  that  tiie  service  has  about  1500  community 
boftids  and  about  850  local  employment  offices. 

BSTAMPtNO  THE  EmPLOTMENT  SERVICE    FOR    PoST-WaR  NeEDS 

The  effectiveness  of  the  U.  S.  Employment  Service  is  shown  by 
the  fact  that  up  to  the  first  of  November,  2,500,000  men  had 
been  direct tnl  to  employment  by  the  service,  and  at  least  2,000,000 
of  them  had  found  employment.  Authentic  figures  were  not 
avaflable  until  the  first  of  November,  but  during  that  month 
over  400,000  persons  were  placed  by  the  service. 

It  must  be  remembered  that  the  early  work  of  the  Public 
Service  Reserve  was  largely  confined  to  the  placing  of  executives 
and  professional  men,  principally  engineers,  in  government 
•er\nce.  The  reversal  of  this  work  will  require  a  very  different 
form  of  organization,  and  plans  are  now  being  made  for  a  pro- 
fessional section,  with  at  least  two  zone  offices,  one  in  New  York 
and  one  in  Chicago,  with  facilities  for  directing  men  of  higher 
qualifications  to  employment.  The  army  will  find  out  from  its 
questionnaire  how  many  of  the  officers  desire  to  be  assisted  in 
securing  business  connections  and  give  the  information  to  the 
emplojTnent  service.  The  new  section  of  the  employment  service 
will  be  devoted  to  the  work  of  placing  these  men,  and  through  its 
state  organizations  can  quickly  ascertain  the  needs  of  employers 
all  over  the  country.  Undoubtedly  some  of  this  work  will  be 
done  through  the  offices  of  the  state  directors,  but  the  zone  offices 
wliich  TJ^nll  be  operated  in  connection  with  the  engineering  so- 
cieties will  be  in  touch  with  all  the  principal  opp)ortunities,  and 
will  become  the  point  of  contact  between  professional  men  and 
concerns  desiring  their  services. 

As  this  article  is  being  written,  an  exchange  for  teachers  is  con 
iemplated.  If  the  plans  suggested  are  carried  out,  a  close  ar- 
rangement will  be  made  with  the  U.  S.  Bureau  of  Education.  A 
section  for  handicapped  men  is  already  being  started,  and  at  least 
six  clearing  house  offices  will  be  established  by  the  time  this  ar- 
ticle is  published.  Such  a  service  has  been  maintained  in  the 
Chicago  office,  and  during  the  last  year  26,000  men,  all  of  them 
crippled  or  otherwise  handicapped  by  accident  or  infirmity,  hav<' 
been  placed.  Other  useful  lines  of  activity  will  be  taken  up  by 
the  service  just  as  soon  as  proper  attention  can  be  given  them. 
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It  will  thus  be  teen  that  even  if  the  army  U  not  ^WhwmM  with 

<ncc  to  industrial  needs,  the  employment  aervioe  will  get 

,  ..  k  contact  witii  Uie  discharged  soldier,  and  is  in  position  to 

•Tim*  eniplo>'ment  if  such  employment  exists.    It  will  be  further 

t  hut  witli  thr  addition  of  the  special  sections  above  indicated, 

«Tvicc  will  Ih*  round(Hl  out  to  meet  practically  every  need  and 

uiil  l>e  the  one  central  point  of  contact  between  the  employer 

And  employe  from  the  highest  to  the  lowest.    The  aim  of  the  De- 

t  of  I^bor  is  now  to  improve  this  employment  work,  and 

^  highest  t}'pe  of  ser\nce.    Already  the  facilities  of  some 

>f  tlie  offices  that  have  proved  highly  useful  are  being  extended, 
while  others  that  will  be  unnecessary  without  the  war  emergency 
luring  discontinued.  Training  schools  are  being  established 
\aminers  of  skilled  labor,  and  with  the  development  of  the 
A  ork  of  the  professional  and  special  sections  the  number  of  sooe 
•f!i(vs  iN-ill  be  increased  as  may  be  necessary. 

It  is  the  hope  of  those  who  have  been  instrumental  in  organ- 
zing  the  employment  service  that  its  operation  tbrougfaout  the 
fates  of  the  union,  during  the  period  of  reconstruction,  will  so 
•  >iistrate  its  usefulness  that  tiieir  original  aim  may  be  realised, 
..at  of  a  great  national  employment  system,  ^nth  the  state  as 
I  unit,  which  will  insure  the  best  possible  distribution  of  labor, 
>  re  vent  congestion,  and  reduce  non-employment  to  a  material 
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Lessons  of  the  War  in  Shifting  Labor 

By  John  B.  Densmore 

O  one  who  has  struggled  night  and  day  for  many  montlis  over 
tlic  problem  of  mobilizing  and  demobilizing  war  labor 
there  can  be  but  one  answer  to  the  query  suggested  for  the  title 
of  tliis  article  by  the  Editor  of  these  Annals,  Without  an  indus- 
trial army  of  from  four  to  ten  members  for  each  soldier,  military 
forces  would  be  literally  cannon  fodder.  Without  food,  clothing, 
shelter,  transi>ortation  and  ordnance  furnished,  not  by  levy  upon 
occupied  territor5%  but  by  well  organized  forces  at  home,  the 
modem  army  is  entirely  helpless.  At  the  lowest  estimate  made 
by  statisticians,  that  of  four  industrial  workers  per  fighter,  our 
army  of  three  and  a  half  million  was  demanding  in  November, 
1918,  the  full  productive  efforts  of  fourteen  million  persons,  or 
two-fifths  of  the  entire  number  of  men,  women  and  children  com- 
puted to  be  engaged  in  gainful  occupations  in  this  country.  To 
attempt  to  recruit  and  properly  place  this  number  of  workers  by 
any  other  than  federal  means,  at  the  same  time  drawing  from  the 
ranks  of  wage-earners  for  the  armed  forces,  would  have  been  as 
impossible  as  to  have  left  the  formation  of  our  army  and  navy 
entirely  to  private  and  state  initiative.  The  need  of  a  federal 
employment  service  for  mobilization  and  demobilization  is  a 
lesson  of  the  war  that  would  seem  to  require  no  demonstration. 

Yet  the  actual  methods  by  which  workers  secured  employment 
and  employers  labor  before  the  war  and  in  the  early  months  of 
the  war  before  appropriations  were  made  for  the  government 
emergency  employment  service  throw  light  on  various  phases 
of  the  general  problem  and  suggest  other  lessons  that  are  perti- 
nent to  the  8ubj(»ct.  The  successes  and  failures  of  the  United 
Slates  Employment  Service  in  attempting  to  use  every  available 
method  and  employment  agency  in  recruiting  labor  as  rapidly  as 
our  expanding  war  program  necessitated,  throw  still  more  light 
and  suggest  other  lessons  that  should  contribute  to  any  discus- 
sion of  after-the-war  handling  of  problems  of  employment  meas- 
ures. 

Transfer  of  workers  in  this  country  has  rested  on  two  theories. 

88 
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In  uiif  cast*  lalnir,  )>arliculariy  couuuou  Ubur,  riMiruiteil  in  Uut§t 
iiiea.siirc  from  thr  ftirci^a  born,  was  considered  an  article  of  com- 
incrcv.  AK<*nts  iiiadi*  it  tht*ir  buiUHCM  to  provide  ao  many  labar> 
ers,  witli  no  quo^itioiiN  ixskai  un  to  methods  of  recruiting,  and  few 
of  tlic  fitnrss  of  tlic  laborers.  In  order  to  Iphbd  for  tlie  ein|ilojcr 
tiie  c*(n»tliiit*5s  of  this  hit  and  miss  method,  there  was  developed  a 
custom  of  having  five  or  ten  men  for  every  job  appear  at  the  gates 
of  the  plant.  By  this  expedient  the  better  men,  judged  by  supc-r- 
ficial  appearance  at  least,  could  be  chosen.  By  this  means  with 
its  obvious  suggestion  of  current  unemployment,  unrest  over 
wages  and  working  conditions  could  be  kept  at  a  minimum.  I  do 
not  mean  to  accuse  the  employers  of  this  country  of  deliberate^jr 
planning  and  carrying  out  over  a  long  period  of  years  a  policy  to 
exploit  the  workers.  The  system  grew.  Lack  of  adequate  and 
scientific  means  of  combatting  unemployment  for  the  worker  and 
unfit  supplies  of  labor  for  the  employer  fostered  it.  The  contin- 
ual increase  in  inmiigration  rising  from  114,371  in  1845  to  1,218.- 
480  in  1914  fostered  it.  The  shift  of  the  source  of  immigration 
from  tlie  nortliem  European  countries  to  the  southern,  with  a 
com\spondin^  shift  from  men  typically  literate  and  individual- 
istic to  men  who  have  usually  come  in  witliout  education  and  with 
some  degree  of  docility  to  political  and  economic  conditions,  fos- 
tered it. 

The  other  system  of  employment  in  vogue  in  this  country  was 
to  consider  the  individual  fully  competent  to  choose  his  job  and 
tn  find  it  for  hintself.  Was  he  a  farmer,  and  had  the  farming 
I « liter  of  the  country  shifted  from  New  England  where  birth  had 
placed  him,  to  Kansas  or  even  to  California?  Ix't  him  read! 
There  were  magazines  and  papers  and  agent's  pamphlets  galore 
to  enlighten  him.  If  he  acted  on  tlie  advice  of  subsidized  maga- 
zines and  pamphlets  written  by  unscrupulous  men  who  had  never 
X  <  n  the  land  described,  it  was  the  individual's  misfoKune  or  hck 
of  judgment.  Was  he  a  building  contractor,  marooned  in  a 
section  that  nuist  spend  a  decade  recovering  from  an  ill-advised 
*M>oonr'?  Probably  some  fellow  craftsman  would  sooner  or 
later  drift  into  town  and  tell  liim  that  Pasadena  or  KaUunasoo  or 
Richmond.  Indiana,  would  **ofTer  big  money  to  a  man  of  his 
The  cities  of  this  country-  have  been  full  of  this  t>'pe  of 
mcnt  information  and  misinformation.    Saloons  4iave  been  com- 
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moD  centers  of  diaBemination.  A  huckster  plying  his  trade 
eleven  months  a  year  in  St.  I^uis,  on  mere  hearsay  after  a  period 
of  family  misfortune,  made  his  way  to  Minneapolis,  where  long 
winioi  innke  tlie  street  sale  of  foodstuffs  unprofitable  for  many 
wedcs.  The  number  of  serious-minded  wage-earners  who  have 
annually  followed  such  will-of-the-wisps  is  incalculable.  Casual 
inquiry-  among  the  wage-earners  in  any  city  at  any  time,  but  par- 
ticularly in  an  era  of  rising  cost  of  living,  would  disclose  a  large 
number  who  had  come  or  were  about  to  depart  with  only  mouth 
to  mouth  information  on  which  to  go.  Inquiry  among  the  unem- 
ployed! would  naturally  show  a  still  higher  percentage  of  reliance 
on  this  flimsy  and  inaccurate  information.  Secretary  of  Labor 
Wiboo  pointed  it  out  as  a  basis  of  imrest  and  unemployment 
when  in  a  hearing  before  the  Committee  on  Labor  of  the  House  of 
Representatives  in  1916,  he  spoke  in  favor  of  a  bill  to  establish  a 
national  employment  bureau. 

It  is  obvious  that  either  method  of  employment  cited,  that  of 
using  an  agent  whose  one  interest  is  in  furnishing  a  given  number 
of  workers  at  a  given  time  and  place,  or  of  leaving  the  entire  prob- 
lem to  individual  initiative,  is  hopelessly  inadequate,  and  that 
the  burden  of  this  inadequacy  falls  most  heavily  on  the  man  who 
18  least  prepared  to  bear  it.  The  honest  uneducated  wage-earner, 
whether  immigrant  congregated  with  his  fellows  in  a  city  or 
American  isolattxl  in  his  native  village,  deprived  of  information 
Dn  the  location  of  suitable  employment,  may  become  a  malcontent, 
a  drifter,  a  loafer  or  a  tramp  without  making  known  to  the  world 
the  cause  of  his  ruin. 

Many  attempts  have  been  made  by  individuals,  institutions 
and  states  to  reme<ly  the  existing  situation.  Some  of  the  fee  em- 
ployment bureaus  have  been  nm  on  an  honest,  even  non-com- 
mercial basis.  Many  of  them  have  done  good  work  in  a  limited 
field.  Others,  even  those  which  operate  in  well-kept  offices  and 
made  every  attempt  to  fit  worker  to  work  are  leeches  on  our  econ- 
omic life.  The  seasonal  character  of  their  work  may  explain  why 
it  is  necessary  for  a  teacher's  agency  to  charge  $80  for  the  half- 
docen  letters,  interviews  and  telegrams  used  to  place  a  teacher  at 
a  salary  of  $800.  It  does  not  prove  that  the  procedure  is  not 
costly  out  of  all  proportion. 

Within  the  limits  of  their  jurisdiction  many  states  developed 
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more  or  i^m  ciiicjcnt  l>iireauB.  l^Tiere  thene  »tT>'Ki*«  faikd  to  be 
effective  the  failure  haa  characteriiitically  becii  due  to  limitatioiu 
inherent  in  a  state  injititution,  namely,  in  the  fact  that  the  tndua- 
try  IB  not  state  deliiiiittHl,  and  that  few  if  any  statet  can  afford 
adequate  supervision  by  highly  trained,  highly  paid  executivei. 

Organisations  and  institutions  have  in  many  casea  organked 
employment  systems  that  are  thoroughly  honest  and  that  have 
the  value  of  technical  knowledge  of  what  they  offer.  The  chief 
disadvantage  of  this  type  of  employment  information  lies  in  the 
1 1  a  rro^Miess  of  its  field  of  inquiry.  It  is  difficult  for  tlie  vocatiooal 
<l:iv.  tor  of  a  literary  college,  perhaps  carrying  on  her  work  after 
t.  a.  hiii^  hours,  to  keep  in  touch  with  fields  other  than  teaching. 
It  i>  not  expected  that  the  bricklayers  union  shall  be  able  to  fur- 
nish information  to  a  member  or  a  member's  son  who  wishes  to 
become  a  plumber. 

A  federal  employment  service  was  in  eidstence  at  the  beginning 
of  the  war.  Created  during  the  financial  depression  of  1917  to 
correct  some  of  the  evib  of  unregulated  immigration  and  the  con- 
tract system,  it  existed  until  1917  with  only  one  office,  that  at  the 
chief  port  of  qntrj'.  New  York.  Since  that  time  it  had  been 
allowed  gradually  to  expand  geographically  and  in  the  scope  of 
it^  work,  although  still  nominally  a  part  of  the  Bureau  of  Imnii- 
lO'ation,  and  attempted  to  meet  its  stupendous  problem  with  an 
annual  outlay  of  a  few  hundred  thousand  dollars.  When  in  De- 
cember, 1917,  the  production  bureaus  of  the  government  studied 
tile  labor  employment  problem  from  the  angle  of  tlie  war  oecda* 
Uiere  were  some  ninety  offices  in  as  many  industrial  centers  wkich 
had  in  the  past  year  placed  283,000  workers.  The  £mpk>ynient 
Sersnce  had  hardly  scratched  the  surface  of  the  problem  of  war 
labor.  Every  one  of  the  government  departments  and  every 
corporation  engaged  in  the  production  of  material  for  government 
use  felt  its  individual  responsibility  for  getting  results  and  they 
went  out  into  the  market  for  men  no  matter  what  the  cost  and 
no  matter  what  effect  it  might  have  upon  other  industries  that 
were  equally  essential  in  the  maintenance  of  the  war. 

The  lesson  was  obvious.  A  federal  system  with  a  hopclcisly 
inadequate  budget  was  useless  for  the  emergency.  In  October, 
1917,  the  Urgent  Deficiency  Bill  approved  an  appropriatkm  of 
$250,000  for  the  United  SUtes  Employment  Scr\'ice.     In  Jan- 
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tuury,  1918,  the  Fk^esident  gave  from  his  fund  for  National  Secur- 
ity and  Defeoae  $825,000  and  the  United  States  Emplo^Tiient 
Service  was  made  an  independent  bureau  of  the  Department  of 
Labor.  It  had  not,  however,  power  to  enforce  its  policies.  It 
had,  in  the  minds  of  such  persons  as  knew  of  it,  a  reputation  for 
distinctly  limited  service  to  overcome.  It  developed  offices,  y)cr- 
sonnel.  policies  and  interstate  systems  of  clearance  for  war  labor 
as  rapidly  as  possible.  The  immensity  of  the  territory  of  the 
United  States  made  the  building  up  of  such  a  system  in  so  short 
a  time  tremendously  difficult.  It  had  to  compete  witli  unscrupu- 
lous fee  charging  agencies  and  with  determined  labor  grabbers  for 
employers  which  were  fattening  on  the  labor  shortage  and  encour- 
aging labor  turnover. 

A  survey  of  industrial  conditions  soon  after  the  Employment 
Service  had  begun  to  build  up  its  machinery,  while  at  the  same 
time  trying,  as  one  member  of  our  staff  expressed  it,  "to  pull  a 
1918  load  with  an  1812  model  engine,"  showed  that  chaotic  com- 
petition between  the  differeiit  branches  of  the  national  government 
and  between  private  employers  had  seriously  lowered  production. 
Thousands  of  private  employment  agents  were  continually  luring 
workers  from  one  job  to  another.  IMen  employed  on  government 
work  in  Buffalo  were  transpK)rted  to  another  government  job  in 
San  Francisco,  only  a  week  later  to  be  carried  back  to  Boston. 
This  anarchy  of  employment  manifestly  served  the  welfare  of 
none.  Workers  and  their  families  suffered  from  being  ever  on 
the  move.  Employers  were  injured  because  of  the  inescapable 
waste  due  to  an  extravagant  labor  turnover.  The  nation  itself 
was  hurt  because  under  these  circumstances  human  energies 
which  might  have  been  directed  toward  victory  were  vainly  ex- 
pended in  a  futile  search  for  the  achievement  most  desired  by  the 
government. 

Again  the  lesson  was  obvious.  Without  the  force  of  law  or 
oo5peration  due  to  enlightened  opinion  behind  it,  the  Employment 
Service  mi^t  still  fail  in  its  task.  The  President  by  proclamation 
agreed  upon  a  plan  termed  "central  recruiting."  All  production 
departments  of  the  government — the  Army,  the  Navy,  and  the 
Emergency  fleet  Corporation — ^bound  themselves  to  employ  un- 
skilled labor  only  through  the  United  States  Employment  Service. 
War  coDtractori  were  enjoined  by  the  President  to  pursue  an 
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irntical  policy.  Others  were  asked  on  the  basis  of  patriotism  and 
good  sense  to  do  the  same  thing.  The  War  Labor  Poltdes  Board, 
composed  of  representatives  of  the  War,  Navy,  Labor,  and  Agri- 
culture Departments,  and  War  Industries  Board,  the  Shtpptof 
Board  and  the  Emergency  Fleet  Corporation,  and  the  Pood,  Pud, 
and  Raihroad  Administrations,  presided  over  hy  Felix  Frankfurter, 
an  assistant  to  the  Secretary  of  Labor,  announced  furthermore 
that  any  rare  recalcitrant  employer  who  refused  to  cooperate 
with  the  govermnent  would  be  penalized.  The  War  Industries 
Boartl,  with  its  control  of  raw  materials,  the  Army  and  Navy, 
with  tlieir  control  over  contracts,  afforded  ready  means  of  making 
the  national  ^ill  effective. 

Compulsion  was  not  sought.  An  appeal  was  made  to  the  p»- 
triotisni  and  to  the  intelligent  self-interest  of  all  conoemed.  The 
anarchy  of  a  continuous  stealing  of  labor  from  one  organisatioo 
for  anotlier  clearly  was  profitable  to  none.  It  was  accordingly  an 
easy  matter  to  obtain  unanimous  support  for  Uie  polic>'  of  central 
recruiting,  or  of  the  national  distribution  of  the  labor  supply  of 
the  country.  Representatives  of  union  labor  and  of  organiied 
management  were  parties  to  the  discussions  and  to  the  negotii^ 
tions,  and  each  sanctioned  the  ultimate  solution. 

The  full  effects  of  this  practical  monopoly  of  labor  placement 
cannot  be  measured  directly.    Central  recruiting  of  common 
labor  for  war  work  was  undertaken   August   1.    In  order  to 
"  facilitate  the  supplying  of  labor  to  the  more  important  projects^ 
oruiting  of  less  than  one  hundred  laborers  was  temporarily  pcr^ 
itted  by  war  employers  and  non-war  concerns.    Plans  for  the 
I  extension  of  central  recruiting  of  skilled  labor  and  woman  labor 
*|  were  under  way  when  the  armistice  cut  short  war  plans.    Some 
indication  of  the  potential  effectiveness  of  a  comprehensive  federal 
stem  of  employment  offices  may  be  gained  from  •the  following 
inires.    From  its  reorganization  last  January  until  the  signing  of 
he  armistice,  the  United  States  Emplo>Tnent  Ser%Tce  directed  to 
uployment,  almost  entirely  in  war  industry,  including  agricnl- 
I  re,  approximately  2,500,000  woikers.    It  also  increased  its  kwal 
uployment  oflices  from  90  to  900  in  the  same  period.    These  fig- 
res  rei)res<iit  an  increase  of  about  1000  per  cent  in  both  labor 
"'\^  acti\'ities  and  in  the  establishment  of  local  employment 
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The  steady  rate  at  which  the  service  has  grown  in  extent  and 
accomplishment  is  indicated  by  the  fact  that  in  January  last 
16,048  peraons  were  sent  to  jobs  while  during  the  week  ending 
November  «,  the  last  week  but  one  of  war  conditions,  162,754 
wwkcTS  were  dii^cted — a  rate  of  650,000  a  month.  Returns  made 
by  employers  and  workers  show  that  approximately  2,000,000  of 
the  2,500,000  workers  directed  were  placed.  It  is  impossible  to 
know  how  many  of  the  balance  were  placed,  owing  to  the  failure 
of  aome  employers  and  workers  to  notify  the  service  of  the  accept- 
ance of  workers  or  jobs.  These  totals  are  proof  that  the  Employ- 
ment Service  has  made  good.  For  at  the  outset  of  the  reorgan- 
isation it  waa  estimated  that  the  war  industries  of  the  country 
would  require  between  2,000,000  and  3,000,000  workers  up  to 
the  end  of  1918.  Moreover,  it  was  not  simply  a  case  of  directing 
to  war  plants  applicants  at  the  local  oflSces  of  the  Employment 
Service.  The  service  has  had  literally  to  "dig  up"  men  from 
non-war  work  and  help  reduce  "turnover,"  the  agencies  chiefly 
being  the  paid  agents  of  the  employment  service,  the  volunteer 
agents  of  its  Public  Service  Reserve,  and  more  recently,  the  com- 
munity labor  boards.  Patriotic  help  was  rendered  the  agents  and 
boards  by  employers  and  employes  and  their  organizations. 

Statistics  on  the  shift  of  labor  by  industries  based  on  these 
figures  would  be  worthless  because  the  United  States  Employ- 
ment Service  is  not  a  monopoly  in  the  sense  that  the  Postal  Ser- 
vice, or  even  the  Railroad  Administration  is.  The  control  of  the 
shift  of  war  labor  was,  however,  complete  enough  during  the  last 
three  months  of  the  war  to  allow  some  errors  and  successes  of 
method  to  appear.  Chief  among  the  errors,  as  has  been  pointed 
out,  was  the  lack  for  many  months  of  a  centralized  agency  which 
oould  prevent  a  viciously  large  labor  turnover.  Another  error 
inherent  in  any  system  that  does  not  specifically  guard  against  it 
was  the  recruiting  of  men  unfitted  for  the  work  they  wished  to  do. 
Many  men,  recruited  under  the  federal  system  as  well  as  in  the 
early  months  of  the  war  by  private  agencies,  were  sent  hundreds 
of  miles  upon  false  or  mistaken  declarations  of  their  abilities  and 
training.  In  the  case  of  the  United  States  Employment  Service 
this  lade  waa  recognized  and  a  series  of  trade  tests  and  uniform 
trade  terms  prepared,  in  cooperation  with  the  Committee  on 
Trade  Classification  of  the  War  Department.     This  material  is 
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completed  and  ready  for  use  in  the  important  taak  of 
labor  after  the  war  where  it  moat  properly  bclonga. 

Transportation  conditions  during  the  war,  with  the  unezam* 
pled  strain  put  upon  our  railroad  systems,  and  the  oeoeasary  fociM> 
ing  of  men  and  supplies  upon  the  Atlantic  seaboaitU  make  fanpoa- 

ible  any  statement  of  "error"  in  the  attempt  to  concentrate 
labor  for  war  production  in  the  eastern  states.  It  is  significant, 
nevert}iek\Hs,  to  note  tlmt  the  various  war  production  and  industry 
)iureaus  of  the  j^ovemment  were  in  the  fall  months  engaged  in  a 

irvey  of  all  important  industrial  centers  regardless  of  location, 
and  had  in  contemplation  a  wide  extension  of  the  geographic 
area  in  which  war  contracts  should  predominate.  Significant  in 
tiiis  connection  is  the  difficulty  the  Employment  Service  bad  in 
some  niid-westem  industrial  localities  in  securing  the  full  fof«e  of 
favorable  public  opinion.  "We  are  entirely  willing  to  undertake 
war  work,"  was  the  explanation  of  many  employers  in  these 

'  ctions,  "but  why  should  we  who  have  our  materials  curtailed 
because  we  cannot,  for  geographic  reasons,  secure  war  contracts, 
now  give  up  perhaps  permanently,  our  labor  supply?    We  under- 

tand  why  the  boys  must  be  sent  to  France.  We  don't  see  why 
they  and  the  girls  as  well  must  be  herded  into  Eddystone,  and 
Hopewell,  Bridgeport  and  Bethlehem,  whik?  we  pay  taxes  to  build 
houses  and  create  costly,  temporary  to^Mis  tliere.** 

Foremost  among  the  successes  of  the  war  labor  recruiting  efforts 
stands  the  fact  that  while  concentration  of  war  productioD  was 
the  policy,  labor  could  be  recruited  from  otiier  states  as  far  dis- 
tant as  need  dictated.  It  seems  safe  to  say  that  several  import- 
ant projects  were  located  convenient  to  transportation  and  sup- 
]A]es,  which  could  not  have  been  so  located  unless  an  interstate 

>'steni  of  labor  recruiting  had  been  in  existence. 

Another  obvious  success  of  war  shifting  lies  in  the  dosely  related 
movements  known  commonly  as  training  and  dilution,  ^^'hile 
'  liose  subjects  are  not  directly  under  the  supen^ision  of  the  Em- 

loNTiient  Service,  they  are  closely  connected  wiXh  its  operation. 

Vn  impetus  has  been  given  to  the  promotion  of  unskilled  and  semi- 
-killi^l  to  skilUxl  workers  by  intensive  training;  that  ought  to  be  of 
IHTiuanent  value  in  our  industrial  dcA*elopmout.  Now  that  the 
provisions  of  the  Smith-Hughes  Act  make  vocational  training  of 

>iir  boys  and  girls  a  practical  and  attainable  ideal,  the  .shifting  of 
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pupil  to  worker  can  be  made  far  more  scientific  and  therefore 
permanently  satisfactory  to  employer  and  employe  than  the  old 
haphasard  methods  of  job  finding  and  of  promotion  within  the 
plant  allowed. 

1^  Similarly  the  scope  of  women's  work  and  the  metliods  of  train- 
ing her  have  received  impetus.  Women  have  been  shifted  into 
an — before  the  war — unbelievable  number  of  so-called  men's  occu- 
pations, and  have  in  many  cases  succeeded  in  learning  processes, 
in  keeping  up  or  bettering  output  records  without,  so  far  as  pres- 
ent indications  show,  physical  or  mental  harm  in  the  majority  of 
occupations  undertaken.  In  the  metal  trades  alone,  I  understand 
the  number  of  new  processes  they  have  taken  up  runs  well  over 
a  hundred.  How  far  these  women  workers  can  continue  to  be 
shifted  to  more  and  more  highly  skilled  processes  is  an  unsettled 
question.  The  war  period  was  too  short  to  indicate  more  than 
success  in  repetitive,  easily  learned  work  in  most  cases. 

Although  it  is  too  early  to  draw  any  final  lesson  from  shifts  of 
labor  during  the  weeks  which  have  followed  the  armistice,  I  can- 
not refrain  from  referring  briefly  to  the  labor  adjustments  already 
made.  There  was  no  ministry  of  reconstruction  in  this  country 
with  a  far-reaching  program  for  meeting  the  emergency.  Con- 
gress had  nothing  more  definite  than  a  plan  for  a  bipartisan  com- 
mittee yet  to  be  appointed.  Even  the  organized  labor  element 
had  no  definite  platform  of  demands,  such  as  had  been  prepared 
and  given  \inde  publicity  in  England.  The  armistice  caught 
America  industrially  unprepared  for  a  shift  from  a  war  to  a  peace 
basis.  Notwithstanding  this  fact,  industrial  unrest  and  unem- 
pk^3rment  have  not  been  evident.     There  has  been  no  panic. 

With  these  two  facts  in  mind,  the  lack  of  an  accepted  recon- 
struction program  and  the  absence  of  the  confusion  and  industrial 
disturbance  which  might  have  been  expected  to  follow  the  armis- 
tice, it  seems  only  wise  to  credit  the  agencies  which  immediately 
put  into  action  such  industrial  demobilization  machinery  as  is  in 
use.  Two  such  agencies  have  been  operating.  The  first  is  com- 
posed of  representatives  of  the  United  States  Employment  Service, 
the  War  Industries  Board,  and  the  production  departments  of  the 
War,  Navy,  Shipping  Board,  and  other  bureaus  which  had  power 
to  canoel  war  contracts  and  indirectly  release  civilian  war  work- 
en.  Iliese  men  have  been  in  daily  conference.  With  telegraphic 
reports  from  the  industrial  centers  of  the  country  to  guide  them. 
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have  held  or  releaied  oontracU  in  such  a  way  ac  to  ttabiB» 

mditions  of  labor  and  material  shifting. 

The  oilier  agency  alio  indudes  the  United  States  Emptogrmflnt 

>rvice.   Ita  members  repreaent  the  morale,  penonnel  and  de«aM> 
ition  divisions  and  the  committee  on  special  training  of  the 

^ar  Department,  the  Federal  Board  of  Vocational  Training,  and 
national  organisations  which  have  been  a  part  of  or  have  done 
sunihir  work  to  the  Commission  on  Training  Camp  Activities. 
.\gi^ment  has  been  made  to  develop  throughout  the  country, 
wherever  any  of  the  agencies  has  representation,  a  connectaon 
with  the  United  States  Employment  Service  for  the  rstum  of 
soldiers  and  war  workers  to  the  industries  of  their  communities 
however  small  or  remote,  and  to  huild  a  sane  strong  opinion 
among  employers  for  their  return.  The  Council  of  National 
Defense,  in  particular,  has  directed  the  full  force  of  its  macfain- 
(*r>',  national,  state  and  local,  to  this  end. 

The  success  of  these  two  plans  for  demobilization  which  ha^e 
their  center  in  Washington  is  dependent  upon  state  and  com- 
munity-organised forces  for  its  development  In  each  state  there 
is  an  advisory  board  to  the  director  of  the  United  States  Employ- 
ment Service  made  up  of  representatives  of  management  and  labor. 
In  sixteen  hundred  communities  Uiere  are  similarly  constituted 
conununity  labor  boards,  locally  chosen.  Industrial  reports  on 
which  the  War  Department  and  War  Industries  Board  act  are 
telegraphed  in  from  surveys  made  by  these  community  boards. 
Community  boards  are  the  agencies  through  which  all  efforts  of 
local,  civic  and  welfare  organizations  operate  in  aiding  the  return 
of  soldier  and  war  worker  to  industry.  The  plan  of  the  United 
States  Employment  Service  is  therefore  not  paternalistic  or  com- 
pulsory. The  machinery  of  the  government  is  utilised  for  the  de- 
Nrlopment  of  policies  in  keeping  with  national  needs  and  for  the 
clearance  of  accurate  information.  Operation  of  the  plans  offered 
and  use  of  the  information  furnislied  is  a  state  or  local  affair.  In 
the  first  week  of  operation  of  the  plan  of  furnishing  industrial  in- 
fonnation  more  tlian  90  per  cent  of  the  reports  wer 
time.  The  trial  that  has  so  far  been  made  of  the  actual 
zation  machinery  through  community  boards  and  cooperating 
organizations  gives  promise  of  very  effective  work  as  numbers  of 
the  demobilized  increase.  It  gives  promise  as  well  of  forming 
the  basis  for  a  new  and  more  efficient  vehicle  for  public-spirited 
action  than  has  hitherto  been  devised. 


The  Extension  of  Selective  Tests  to  Industry 

By  Bearoslet  Ruml 

T^HAT  incxlorn  warfare  requires  the  mobilization  of  tin'  indiis- 
-*"  trie*  of  a  nation  has  become  a  commonplace  of  our  tliinking. 
Scmroely  less  familiar  is  the  notion  that  an  army  itself  is  in  a  very 
real  sense  an  industrial  unit, — industrial  in  tliat  like  industry  it 
must  meet  and  solve  problems  of  fabrication,  maintenance, 
transportation  and  distribution.  Like  industry,  tlie  army  found 
the  solution  of  these  problems  to  depend  to  an  important  degree 
on  the  effective  utilization  of  available  skilled  personnel,  and  in 
order  that  jobs  requiring  men  with  special  qualifications  might  b<* 
acc(*ptably  filled,  the  army  created  within  itself  a  body  with  func 
tions  like  that  of  the  employment  manager  of  industry,  that  is, 
functions  of  bringing  man  and  job  together  with  due  regard  to 
the  qualifications  of  the  former  and  the  demands  of  the  latter. 

The  problem  of  bringing  jobs  and  men  together  fell  naturally 
into  two  main  parts,  one  related  to  the  job,  the  other  to  the  man. 
Concerning  the  job  it  was  necessary  to  discover  just  how  many 
men  of  specific  .skille<l  occupations  should  be  distributed  to  each 
militar}'  unit,  and  further  to  state  the  qualifications  that  the  name 
of  each  occupation  implied.  For  example,  considerable  difTcr- 
ence  of  opinion  existed  on  the  duties  of  a  wagoner, — does  he  make 
wagons,  repair  wagons,  or  does  he  drive  iJiem?  The  study  of 
army  jobs  yielded  first,  the  Tables  of  Occupational  Needs  which 
specify  the  skilled  complement  of  military  units,  and  second,  the 
Trade  Specifications  and  Occupational  Index  which  describe  the 
qualifications  that  are  implied  by  army  trade  names. 

Concerning  the  man,  it  was  necessary  to  find  out  his  physical, 
menial,  educational  and  technical  qualifications  and  to  make  the 
record  of  these  qualifications  instantly  available  for  use.  This 
record  which  was  prepared  for  i>ractically  every  man  in  the  army 
was  known  as  the  QualificaHon  Card,  It  is  evident  that  the  whole 
scheme  of  fitting  man  to  job  depended  for  its  success  on  the  ac- 
curacy of  .these  records,  and  consequently  some  interest  attaches 
to  the  methods  by  which  the  qualification  card  of  each  individual 

ss 
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waA  prepared,  and  to  th«  ways  that  timflar  nieUioda  migbt  be 
uM*d  in  induMtrial  placement. 

In  detmnininK  tlie  qualificatioiii  of  men  ooming  into  aervioe, 
the  army  uiM'd  tlie  physical  examination,  the  tnt(r\'iew,  the  ii^ 
telligmce  teat  and  the  trade  teat.  The  interx'iew  and  the 
examination  are  familiar  devices  to  the  employment 
>o,  although  there  are  many  points  of  interest  connected  with  the 
use  of  tliese  methods  in  the  army,  little  more  vriW  be  aaid  about 
thrni  here.  The  intelligence  test  and  the  trade  test  are  probably 
ninn'  novel;  o<TtainIy  t)i<*y  have  not  come  into  general  use  as  yH 
in  iinlu>»tr\  . 

Thr  army  int*  lli^^encc  tests  were  devised  and  used  by  the  army 
so  tliat  iiifoniialion  concerning  each  man's  mental  alertneas 
luiKlit  1h*  at  hand  to  aid  in  assigning  him  to  duty.  The  actual 
form  whirli  tlie  tests  took  was  determined  to  a  large  extent  by 
s<«voral  as|)ecU  of  the  army  situation.  In  the  first  place  the  testa 
iia<I  to  l>e  given  with  great  speed.  It  was  not  uneonunon  to  test 
ind  to  report  on  2,000  men  within  a  space  of  twenty-four  hours  in 
i  single  camp.  In  the  second  plac*e  the  tests  were  scored  by  a  staff 
that  was  of  necessity  continually  changing.  And  finally  the 
in<  tliod  of  testing  had  to  be  so  adapted  that  men  who  could  not 
^peak  or  read  Elnglish  might  be  satisfactorily  rated. 

To  meet  this  situation  a  system  of  three  tests  was  in  use:  first* 
I  test  for  men  who  could  read  English,  a  test  so  constructed  that  it 
<  ould  be  given  to  groups  of  as  many  as  500  individuals  at  one  time; 
« <<>nd,  a  test  which  could  be  given  by  the  group  method  to  men 
wlio  could  not  read  F- ''^-  ^;  and  third,  tests  which  were  given  to 
men  individually  to  >h  Uie  fact  of  mental  deficieDQr  or  to 

idve  a  clue  to  abnormal  mental  conditions.  The  indi>idual  testa 
were  used  primarily  for  those  men  who  gave  an  indication  of 
mental  defect  in  the  group  tests  or  for  men  who  were  sent  by  com- 
manding officers  for  special  examination. 

The  group  tests  were  eight-page  pamphlets,  a  test  to  a  page. 
r}i(^  \csis  were  so  prepared  that  it  was  unnecessary  for  the  soldier 
to  uiit<  a  word  during  the  entire  test,  the  responses  cooaislinf  CD- 
tirely  of  digits,  of  check-marks,  and  of  underscoring  wotds  al- 
ready printed  in  the  test.  The  group  test  for  those  who  couKl  not 
read  English  could  be  administered  whoUy  without  thr  hm'  of 
language  by  means  of  charts  and  gestures. 


M  Tbs  Annalb  of  the  American  Academy 

Af  a  result  of  these  tests  each  man  received  a  rating:  A  for 
tbe  very  superior;  B  for  those  decidedly  better  than  the  average; 
C+,  C.and  C—  for  those  of  average  ability;  D  and  D —  for  the 
inferior;  and  E  for  those  who  did  so  poorly  in  the  test  that  ar- 
rested mental  development  was  suspected.  Whenever  mental 
defect  was  indicated,  confirmation  was  always  sought  through  in- 
dividual examination.  The  letter  indicating  the  class  which  a 
man  achieved  was  posted  at  once  to  his  qualification  card,  and 
this  information  was  then  used  in  assigning  him  to  duty  in  the 
army. 

The  ratings  of  mental  alertness  were  useful  in  three  ways.  In 
the  first  place  they  indicated  those  individuals  of  such  inferior 
mental  ability  that  their  presence  in  a  unit  would  retard  training 
to  a  prohibitive  degree,  men  who  might  even  become  a  menace  to 
the  unit  in  critical  situations.  Such  men  were  either  assigned  to 
routine  tasks  which  they  were  competent  to  perform  or  they  were 
disdiarged  from  the  army.  In  the  second  place,  the  ratings 
showed  men  of  superior  grade  who  might  be  considered  for  ad- 
vancement. They  pointed  out  to  a  commanding  oflBcer  certain 
individuals  for  his  special  observation,  sometimes  with  startling 
results.  In  the  third  place,  the  ratings  were  used  to  equalize 
the  alert  and  the  sluggish  in  the  companies  of  a  regiment.  It 
was  found  that  if  men  were  assigned  to  companies  in  a  hit  or  miss 
fashion  so  far  as  mental  ability  was  concerned,  some  companies 
of  the  regiment  could  be  trained  with  great  speed  while  the  train- 
ing of  others  seemed  impossible.  It  was  found  that  these  differ- 
ences were  paralleled  by  differences  in  the  average  ratings  of  the 
companies,  and  after  shifts  in  personnel  were  made  which  equal- 
ised the  average  intelligence  ratings,  the  training  of  the  regiment 
as  a  whole  proceeded  in  a  decidedly  more  satisfactory  way. 

Tbe  int4»lligence  tests  have  demonstrated  their  value  as  an  in- 
strument for  placing  men  in  the  army.  On  what  basis  were  these 
men  placed?  What  is  the  mental  trait  that  the  tests  measure? 
A  bulletin  published  authoritatively  states  that  "the  rating  a  man 
earns  furnishes  a  fau-ly  reliable  index  of  his  ability  to  learn,  to 
think  quickly  and  accurately,  to  analyse  a  situation,  to  maintain 
a  state  of  mental  alertness,  and  to  comprehend  and  follow  in- 
structions.'' This  is  what  is  popularly['called  mental  ability  or 
intelligence.    We  may  safely  say  that  mental  ability  is 
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of  the  qualificatioiui  that  needs  to  be  acnitiniied  in 
lintheanny;  and  that  the  army  inteUigeiioe  tetU  have 
Qred  thia  trait  with  suffimnt  accuracy  to  make  th^  of  r^  inBi- 
tary  value. 

The  uaea  made  of  intelligence  testa  in  the  army  suggest  that 
testa  might  be  of  considerable  value  to  industry.  The 
use  that  at  once  suggests  itself  is  in  relatioD  to  hiring.  BIcd- 
tal  alertness  is  clearly  an  attribute  that  brings  about 
failure  at  different  kinds  of  work,  and  the  employment 
who  will  inform  himself  of  the  amount  of  intelligence  that 
jobs  require  can  assure  himself  that  each  applicant  is  at  least  in* 
telligent  enough  so  that  he  will  suffer  no  handicap  in  beooniiig  a 
factory  employe  because  of  a  slow  or  retarded  mentahtj. 
converse  is  also  true,  that  applicants  of  superior  intt^lligenoe 
not  be  hired  for  positions  in  which  high  mental  ability  may  be 
-ither  unnecessary  or  misdirected. 

The  usefulness  of  intelligence  ratings  only  begins  with  the  hir- 
ing of  the  applicant;  they  may  be  of  considerable  importance  in 
readjustments  in  the  working  force  itself.  Clearly  in  slack  times 
wlion  the  laying  off  of  groups  of  men  becomes  impermtive,  care 
might  be  taken  that  mental  ability  in  its  relatum  to  productivity 
l)e  given  its  proper  weight  in  deciding  which  individuals  shall 
^tay  and  which  shall  go.  In  conditions  where  the  manufacture 
of  a  new  product  involving  new  processes  and  technical  opera- 
tions is  begun,  those  men  on  the  present  force  whose  mental  alert- 
ness gives  indication  of  quick  adaptability  to  new  work  and  un- 
familiar situations  might  be  selected.  When  it  is  desired  to  seleot 
or  to  encourage  certain  of  the  less  skilled  operators  to  study  in  tbt 
•  ompany's  technical  schools,  better  results  would  be  obtained 
1  >y  choosing  those  whose  intdligence  rating  gives  promise  of  quick 
learning  and  an  appreciation  of  the  advantages  d  special 

The  practical  applications  of  intelligence  tests  so  far 
ire  pi^rhaps  fairly  obvious.  A  further  use,  somewhat  less  oer- 
t  ain  of  immediate  value,  is  suggested  from  the  value  of  army  in- 
telligence  tests  in  balancing  the  companies  of  a  regiment  Sup- 
i>ose  care  were  taken  to  keep  the  various  operative  units  of  an 
industry  well  balanced,  not  equally  balanced  but  balanced  in  the 
sonse  that  each  operative  unit  consist  of^individuah  of  proper  in- 
Ulligence  for  the  job.    This  means  shifting  the  mcBtoDly  akw 
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ffom  pootxms  involving  quick  judgment,Jadaptability  and  mental 
rasoiirorfulne88;|it  means  also  removing jthe  mentally  alert  from 
work  that  is  of  a  dull  routine  nature,  unvarying,  tedious,  calling  in 
no  way  for  [the  full  exercise  of  tlie  capacities  of  an  intelligent 
workman.  It  is  conceivable  that  such  balancing  would  not  only 
be  pro6 table  from  the  point  of  view  of  immediate  production,  but 
that  a  major  cause  for  industrial  unrest  and  discontent  would  be 
attacked.  Certainly  the  mentally  slow  derive  little  but  worry 
and  uneasiness  from  work  that  lies  beyond  their  power  of  intellec- 
tual adjustment;  certainly  also  the  mentally  alert  feel  the  futility 
of  jobs  that  are  lacking  in  creative  interest  for  them. 

Great  care  must  be  taken  to  make  sure  that  any  intelligence 
test  proposed  for  use  in  industry  is  really  able  to  do  the  work  ex- 
pected of  it.  There  is  danger  that  inexperienced  enthusiasts, 
wholly  unconscious  of  test  technique  and  test  limitations,  will 
oflfer  broadest  panaceas  for  all  the  difficulties  of  mental  measure- 
ment. It  should  be  remembered  that  the  army  intelligence  tests 
measure  general  mental  ability,  not  specific  mental  traits.  It 
should  also  be  borne  in  mind  that  the  success  of  the  army  tests 
was  due  to  the  great  range  of  mental  ability  received  by  the  army. 
Parallel  results  have  never  been  achieved  where  tests  have  been 
used  as  a  selective  agency  on  a  group  of  relatively  small  intel- 
lectual range.  Further,  the  army  tests  determined  as  they  were  by 
the  fixed  conditions  of  military  affairs  are  probably  not  the  most 
satisfactory  kind  of  tests  for  industrial  use.  It  is  impossible  to 
go  into  detail  in  the  discussion  of  pitfalls; — the  purpose  here  is 
only  to  warn  the  industrial  manager  who  is  inclined  to  see  a  use 
for  intelligence  ratings  in  his  industry  that  all  which  savors  of 
dogmatism,  inexperience  and  charlatanism  should  be  avoided 
in  this  very  difficult  phase  of  employment  work.  So  much  for  the 
intelligence  tests. 

The  aimy  trade  tests  are  quite  a  different  story.  Among  tbe 
various  items  which  were  recorded  on  each  soldier's  qualification 
card  were  the  very  important  ones  concerning  his  occupation  in 
civil  life  and  his  proficiency  in  these  occupations.  The  informa- 
tion on  these  points  was  at  first  extracted  by  means  of  an  inter- 
view. It  waa  soon  discovered  that  the  interview  was  unreliable, 
not  hopelessly  so  by  any  means,  but  just  unreliable  enough  to  give 
for  trying  to  improve  the  system.    The  reason  for  the  in- 
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accuracy  waa  not  lack  of  training  on  the  part  of  the  interviewer; 
it  was  rather  the  weakneas  that  inhcft;s  in  the  best  ooodiieled  of 
interviewf .  Soldiers,  like  all  men,  are  unabl<*  to  judge  aocurmtelljr 
of  their  own  ability;  abeer  mendacity  waa  fair^  prevalent,  c»> 
pt^cially  when  there  waa  a  tip  that  this  trade  or  that  waa  requirad 
in  FVance;  and  honeat  misunderstandings  mere  frequenL  An 
amusing  caae  is  that  of  a  carver  of  Meerschaum  pipes  who  waa  as- 
signed to  work  on  a  sewer  at  one  of  the  camps.  His  qualifieatkMi 
card  fthowed  him  to  be  a  "pipe  cutter"  and  he  had  been  ilaasifltid 
as  a  pluinlxT. 

Prade  tests  seemed  to  be  a  way  of  bettering  the  situation,  tests 
tiiat  would  che<*k  up  a  man's  statement  of  what  his  occupatioos 
were  in  civil  life  and  of  what  he  claimed  his  skill  to  be.  As  in  the 
case  of  the  intelligence  tests,  trade  test^  had  to  fit  into  the  amy 
sclieme  of  things.  This  meant  tliat  they  had  to  be  given  in  a 
^Iiort  time,  not  to  average  more  than  ten  minutes  per  test»  thai 
! !  .  \  ho  given  by  examiners  who  might  have  no  knowledge  of  the 
A  hatever,  and  that  they  require  none  of  the  expettsire 
liuichinery  and  (M^uipment  that  is  the  conipleinent  of  most  trades* 
Aside  from  these  requirements  imposed  by  the  military  sttualios 
in  which  the  tests  were  to  be  used,  it  was  imperative  that  the  testa 
give  bona  fide  measures  of  occupational  skill,  and  that  they  give 
these  measures  in  such  a  way  that  a  journeyman  plunib<*r  would 
be  rated  a  journeyman  plumber  no  matter  from  what  part  of  the 
cx>untry  he  came  or  to  what  camp  he  happened  to  have  been  aent. 
Uniformity  of  rating  from  camp  to  camp  waa  absohitety  eaafntial. 

Army  trade  tests  were  devised  to  meet  these  conditions.  Doubt 
tiiat  such  tests  could  be  made  is  frequently  eiprcascd  by  people 
who  know  the  difficulties  of  estimating  trade  ability  and  of  aecur* 
ing  unifonnity  of  rating  from  different  examiners.  In  preparing  a 
test  for  a  trade,  the  trade  was  analyzed,  not  merely  to  find  oni  the 
kinds  of  jobs  that  are  done,  but  also  to  discover  bits  of  infonnation 
Uiat  might  be  peculiar  to  tlie  trade  and  to  pick  up  characteristic 
U^nninolo^'  that  might  be  diagnostically  significant.  The  ela> 
inents  of  informatk)n,  judgment  and  skill  which  were  disoovcred 
by  this  analysis  were  then  put  into  a  fonn  that  could  be  adminis- 
tered and  scored  by  an  examiner,  unskille<i  in  the  tra<lr  but 
to  test;  they  were  then  tried  out  on  apprentices,  joume>'nien 
experts  who  woe  actually  on  the  job  in  industry.    Novices 
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examined  to  make  sure  that  a  score  could  not  be  made 
through  high  intelUgenoe  in  the  absence  of  trade  skill.  More 
than  a  hundred  persons  were  tested  in  the  preparation  of  every 
test.  As  a  result  of  this  try  out»  the  elements  which  had  the  high- 
est diagnostic  value  in  detecting  trade  ability  were  selected  and 
put  in  the  form  of  an  army  trade  test.  Since  each  element  could 
be  scored,  a  total  score  in  the  test  could  be  found  by  adding  up  the 
points  made  on  the  elements.  The  degree  of  trade  ability  could 
be  accurately  inferred  from  the  total  number  of  points  scored  in 
the  test 

Army  trade  tests  have  been  of  value  in  determining  the  skill  of 
men  professing  to  be  tradesmen.  They  have  indicated  technical 
ability  in  such  a  way  that  uniformity  of  rating  was  gained  in  all 
the  camps  where  trade  tests  were  used.  The  trade  test  rating  was 
the  basis  for  a  soldier's  assignment  to  duty  requiring  specific  trade 
qualifications;  it  was  the  basis  for  choosing  which  men  should  be 
sent  from  one  camp  to  another  to  make  up  shortages  of  skilled 
personnel.  Entire  organizations  have  been  torn  to  pieces  and 
rebuilt  as  a  result  of  information  gained  through  trade  tests. 
This  was  true  especially  when  requisitions  calling  for  skilled  men 
for  immediate  duty  overseas  ordered  that  these  men  be  trade 
tested  before  they  were  sent.  The  army  trade  test  has  thus  been 
successful  in  its  determination  of  technical  qualifications  which 
were  to  be  the  basis  for  military  assignment. 

Several  applications  of  the  trade  test  method  to  industry  are 
suggested  from  its  uses  in  the  army.  The  three  phases  of  em- 
ployment work  that  seem  most  immediately  concerned  are  hir- 
ing, transfer  and  training.  Trade  tests  have  an  immediate  and 
obvious  use  in  industry  in  aiding  in  the  selection  of  new  employes. 
They  are  the  natural  method  of  securing  very  essential  occupa- 
tional information,  of  ascertaining  whether  this  particular  ap- 
plicant really  has  the  skill  that  his  age,  experience  record  and  last 
wage  seem  to  indicate.  Certainly  a  direct  method  of  measuring 
trade  abOity  is  to  be  preferred  to  an  indirect  method  of  inferring  it. 

Since  trade  tests  can  be  constructed  which  will  measure  pro- 
ficiency in  the  various  activities  that  are  commonly  implied  by  the 
name  of  an  occupation,  they  would  be  valuable  in  all  matters  in- 
volving shifts  in  the  working  force.  A  knowledge  of  each  man's 
stzcogths  and  weaknesses  within  the  broad  range  covered  by^his 
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trade  wouM  make  more  inielUgoit  and  lets  unocrtam  tiie 
of  particular  men  to  different  work.  The  trade  teat 
alao  be  one  factor  in  determining  which  worken  abouM  be  1^ 
tained  in  dull  periods,  for  the  nucleuji  Unit  is  Irft  in  the  industry 
after  the  cut  is  made  is  the  comer-stone  of  the  new  operative  uniL 
It  is  important  to  know  that  from  the  technical  side  the  stroo^ei 
ts  of  the  old  unit  are  included  in  this  foundation. 
i  IK  information  that  would  be  given  in  the  trade  tert  rooofd  it 
intimately  connected  ^ntli  the  educational  program  of  an  indna* 
1 1  \  Isolated  weaknesses  in  the  chain  of  an  individual's  t#w4iffteal 
strength  may  be  removed.  Furtliermore,  a  systematic  program 
directed  to  prevent  stagnation  on  the  job  would  give  to  industry 
an  increasingly  flexible  and  effective  working  force  and  wouM  gtirv 
to  the  worker  the  pride  in  his  skill  which  comes  from  watching  its 
continuous  growth. 

A  furtber  suggestion  comes  from  the  fact  that  standardiaed 
trade  tests  have  been  producing  uniform  ratings  of  ability  for  the 
army,  ratings  that  were  equivalent  in  all  parts  of  the  United 
States.  If,  through  the  use  of  tests,  such  uniformity  of  evahift- 
tion  can  be  gained  from  place  to  place,  so  also  can  it  be 
from  month  to  month.  Trade  tests  thus  offer  a  means  of 
ing  fixeil  standards  of  technical  proficiency  whicii  signify  the 
tiling  in  December  that  they  did  in  June.  Such  standards 
be  used  in  specifying  definitely  the  degree  of  skill  required  in  vari- 
ous positions,  and  in  assuring  that  employes  who  are  taken  on 
from  time  to  time  measure  up  to  this  fixed  standard.  An  un« 
clianging  scale  in  terms  of  which  degrees  of  ability  can  be  stated 
would  also  make  possible  the  determination  of  the  sum  total 
ability  in  the  working  force  of  an  industry.  Such  an  evaluation 
of  available  skill  would  reduce  one  of  the  intangible  assets  of 
husinc^ss  to  a  tangible  one,  with  consequent  increase  in  the  sig- 
nificance of  all  thinking  involving  this  phase  of  industrial  fact. 

Again  the  warning  against  the  amateur  must  be  sounded.  Not 
even  the  trade  tests  used  ao  successfully  in  tlie  army  are  capable  of 
yielding  the  results  pictured  above.  Only  through  experimenta- 
tion will  the  ultimate  goal  be  reached.  Army  trade  tests  hmrt 
done  their  part  in  pointing  out  the  way  which  may  be  folkmwL 

The  intelligence  tests  and  the  trade  tests  are  part  of  one  t^cb* 
uique.    Both  have  for  their  function  the  measiurment  of  phasrs  of 
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human  qualifications  that  are  vitally  important  in  the  selection  of 
employe*,  in  their  assignment  to  work,  in  tlieir  transfer  from  de- 
partment to  department,  and  in  further  education  and  training. 
The  intelligence  test  gives  a  rating  of  general  mental  ability;  the 
trade  test  gives  a  rating  of  specific  technical  skill.  The  two 
together  picture  an  individual's  status  in  those  traits  which  most 
definitely  condition  his  effectiveness  in  industry. 

In  the  army,  the  tests  have  been  used  to  supply  jobs  with  prop<T 
men;  the  placing  of  the  individual  man  as  such  was  not  and  could 
not  be  the  matter  of  immediate  attention.  Yet  because  of  tlie 
fact  that  selection  was  based  on  qualifications,  on  this  point  tiie 
general  confidence  of  the  rank  and  file  was  achieved.  So  also 
in  industry  a  scheme  that  promotes  the  utilization  of  men  on  work 
for  which  they  are  fitted  will  result  in  increased  productiveness 
of  the  shop  and  increased  contentment  of  the  working  force.  In- 
telligence tests  and  trade  tests  give  promise  of  becoming  methods 
of  considerable  importance  in  our  industrial  life.  The  army  has 
accepted  the  employment  methods  of  industry  and  has  puslied 
ahead;  industry'  will  ultimately  receive  whatever  of  this  advance 
proves  in  practice  to  be  real  progress. 


War's  Challenge  to  Employment  Managers 

By   JOBKPII    II.    WiLUTH 

^IIK  last  ten  years  have  Hitnessed  a  phenomenal  growth  in 

'^  interest  on  the  part  of  employera  in  ideas  of  personnel  and 
tiie  problenis  connected  with  personnel  work.  The  war  stieMcd 
these  problems  as  they  never  before  had  been  stressed.  The  as- 
rig  and  organizing  of  an  army,  the  development  of  large 
iiuiuiiions  plants,  the  shutting  off  of  the  stream  of  immigrants— 
these  factors  alone  caused  a  sudden  shifting  of  workers  to  new 
centers;  absorbed  the  surplus  labor;  and  resulted  in  the  barest 
industrial  period  America  has  known  since  the  Civil  War,  if  not 
Ijcfore. 

Under  such  conditions,  argimients  were  not  needed  to  direct 
attention  to  questions  of  personnel.  That  firm  which  ignored  its 
oniploycs,  or  which  did  not  appreciate  its  employes  and  <*xpn*jM 
tliat  appreciation  in  concrete  substantial  ways,  simply  did  not 

(lire  the  men  with  which  to  carry  on  the  work.  In  most  cases 
it  has  been  the  establishment  of  or  the  expansion  in  sise  and  re- 
sponsibility of  the  '*  Employment  Department/*  which  has  meas- 
ured the  new  interest  on  the  part  of  tlie  plant  managers,  since  it 
is  this  department  which  first  and  most  naturally  comes  into  per- 
sonal relations  with  the  workers. 

The  approach  of  peace  has  altered  somewhat  the  nature  of  in- 
dustry's personnel  problems;  but  it  has  not  diminished  the  impor- 
n  the  slightest.  Few  informed  persons  ^-iU  agree  with  the 
iMv.>iui'nt  of  a  large  shipbuilding  company,  who,  upon  the  ai| 
uf  the  armistice,  declared  tiiat  there  was  no  longer  any 
hibor  problem  as  there  would  soon  be  two  men  for  evety  job. 
Many  persons  will  appreciate  the  grasp  on  Uie  real  state  of  aifairs 
sliown  by  a  man  who  is  in  charge  of  all  manufacturing  for  a  chain 
of  twenty-five  plants.  He  told  one  of  his  superintendents  that  his 
twenty -five  years'  experience  had  indicated  to  him  that  the  great- 
est danger  to  a  manufacturer  Uy  in  his  experience.  In  other 
words,  he  who  forms  conclusions  soldy  from  his  own  experience 
has  a  mind  that  dwells  chiefly  in  the  past;  and  such  a  mind  has  not 
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the  present  facts  nor  farsigliled  jiulpnonts  ready  enough  at  his 
oominAnd  to  meet  the  new  changing  difliculties  of  today. 

The  chief  difficulty  with  which  personnel  managers  will  have  to 
deal  after  the  war  arises  from  the  psychological  effects  of  war. 
Patriotic  considerations  no  longer  submerge  the  individual  inter- 
est Individual  welfare  is  again  dominant,  with  aims  stronger  tlian 
pre-war  desires  partly  due  to  economic  changes  and  partly  a  reac- 
tion to  war  suppression.  This  individual  objective  in  industry 
leads  to  an  even  more  important  element  to  be  considered  be- 
employer  and  employe.  The  war  has  stirred  up  a  con- 
on  the  part  of  both  classes  of  tlie  different  aspects  of 
their  relationships.  The  theoretic  status  of  each  may  have  been 
very  little  altered,  but  the  intensity  of  the  beliefs  of  each  class  has 
been  deepened. 

At  one  extreme  we  have  the  Bourbon  employer  who  holds  that 
the  events  of  war  have  justified  his  previous  beliefs  as  to  the  essen- 
tial depravity  and  imreliability  of  American  workmen.  He  sees 
evidences  that  wages  have  risen  rapidly  and  that  output  per  man 
has  decreased.  He  assumes  that  any  attempt  to  improve  wages  or 
working  conditions  will  always  result  in  reduced  output,  and 
should  be  frowned  upon.  He  is  familiar  with  a  few  cases  of  shif t- 
iessness  from  which  he  draws  general  conclusions.  And  Russia! 
Russia  is  his  answer  to  all  arguments.  It  proves  the  straits  to 
which  we  will  be  subjected  if  we  do  not  rule  with  a  firm  hand 
untempered  by  a  regard  for  social  theories. 

At  the  other  extreme,  but  really  similar  in  mental  attitude,  are 
what  may  be  called  the  Bourbons  of  labor.  They  have  become 
easily  acclimated  to  the  destructive  nature  of  war.  They  believe 
this  gives  greater  opportunities  to  the  masses  and  they  would  keep 
this  dement  as  a  tool.  Theirs  is  a  demagogic  short  cut  to  salva- 
tion. This  destructive  philosophy  runs  close  to  the  obstructive 
philoaophy  of  the  Bourbon  employers. 

Fortunately,  these  noisy  groups  do  not  include  all  employers  or 
all  employes.  Hope  lies  in  the  liberal  constructive  element  in 
each  party.  Among  employes,  this  attitude  is  represented  by 
most  of  the  affiliates  of  the  American  Federation  of  Labor  and  by 
the  majority  of  imorganized  American  workmen.  These  men 
recognize  tliat  the  war  has  been  fought  to  establish  political 
deoMKTacy;  and  they  perceive  clearly  the  logical  implications  for 
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industry.  But  thia  group  neah  (or  Mx•k^j  pra«  nuu  ^l«all^  fur 
cooperation.  It  recognizes  iiiat  large  prociuctiun  in  desirable  axui 
that  democracy  should  be  obtained  without  sacrificing 
of  administration.  We  have  not  yet  tuooeeded  in 
political  efficiency  and  political  democracy,  and  to  this  end 
N tractive,  cooperative  methods  of  control  must  be  sought. 

The  corresponding  group  of  liberal  employers  may,  broadly,  be 
said  to  include  those  who  have  sinoodly  endeavored  to  five  one- 
ful,  scientific  attention  to  the  subject  of  employment  manafencnt. 

The  great  majority  of  American  employers  and  workets  and 
dtisens  are  neither  consciously  Bourbon  nor  Liberal.  In  this  fact 
lies  the  responsibility  and  opportunity  of  the  liberab  of  both 
classes.  If  the  lil>crals  are  able,  sound  in  social  theories*  suffi- 
ciently on  their  job,  they  can  win  this  unattached  majority  to  the 
liberal  constructive  course.  If  they  do  not  make  progress  fast 
enough,  the  consequences  of  an  obstructive  destructive  r€ganm  m 
this  country  will  be  upon  their  shoulders. 

In  connection  with  this  responsibility,  employment  managers 
v^-ill  be  called  upon  to  deal  with  certain  specific  situatioos>  Within 
the  next  twelve  nionUis  will  be  the  demobilization  and  rdbnploy- 
ment  of  nearly  four  million  soldiers.  No  great  West  remains  open 
to  absorb  them,  as  it  did  the  soldiers  of  the  Civil  War.  There 
will  be  the  shifting  in  employment  of  perhaps  twice  as  many 
munitions  workers.  It  is  no  great  reflection  against  the  United 
States  £mplo>7nent  Service  to  say  that  it  i^nll  not  be  able  to 
handle  the  task.  But  if  all  the  emplo>iiiont  departments  in  the 
country  which  are  laying  off  people  would  constitute  thpnisrlves 
temporarily  into  branches  of  the  government  service,  unempk^* 
ment  and  its  hardships  would  be  considerably  Icascned. 

But  this  is  simply  one  of  the  post-war  problems  of  empbymeat 
management.  For  instance,  I  do  not  know  of  any  time  when  it 
has  been  more  essential  to  retain  personal  relations.  No  plant 
'  Id  say  that  it  is  too  big  for  its  emplo>Tiient  cle|>artment  to 
.....utain  personal  contacts;  for  it  is  \itally  important  in  >'iew  of 
the  problems  ahead  that  this  contact  between  liberab  should  be 
held.  There  is  the  unquestioned  fact  to  face  that  the  individual 
output  of  many  workers  has  been  Iciseaed  by  p^ychoksgical  onuses 
during  tlie  war. 

It  is  idle  to  attempt  to  catalog  post-war  personnel  problems. 
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It  m*}'  be  Uken  for  granted  that  with  the  impetus  personnel 
interatt  haa  aasumed  in  industry',  most  of  these  questions  will  be 
faced  aa  a  loutme  part  of  good  competitive  business  by  most 
enKghtened  concerns. 

The  wal  challenge  of  the  reconstructive  period  is  tlie  extent  to 
whieh  employers  can  appreciate  and  act  upon  the  logical  indus- 
trial ijuplicationa  of  the  war.  The  war  has  taught  that  excessive 
authority  cannot  safely  be  left  in  the  hands  of  any  one  group.  In 
industiy,  it  is  not  enough  to  say  that  ultimately  bad  owners  and 
managers  who  hold  their  position  through  inheritance  or  imde- 
scrved  influence  will  be  crowded  to  the  wall;  and  that  only  the 
real  leaders  with  positions  based  on  service  rendered  will  remain. 
The  process  takes  too  long.  In  the  absence  of  fair  inheritance 
taxes  and  without  a  radical  change  in  human  nature,  such  unre- 
sponsive managements  will  jjersist.  Therefore,  the  problem  of 
enli^tened  personnel  management  now  is  to  utilize  forms  and 
devices  and  safeguards  of  cooperation  and  control  which  will 
insure  denuxaticy,  and  at  the  same  time  not  interfere  with  the 
necessities  of  competitive  industries.  Wages,  the  status  of  the 
worker,  continuity  of  emploj-ment,  working  conditions,  and  social 
life  of  the  workers,  and  the  disposition  of  "surplus  profits"  are  the 
subjects  in  which  the  worker  has  a  legitimate  interest  in  the  work- 
ing out  of  which  he  must  have  a  share.  To  the  extent  to  which 
liberal  management  successfully  combines  with  liberal  employes 
in  airi\dng  at  mutually  satisfactory  forms  for  the  carrying  out  of 
the  above  purposes,  to  just  that  extent  will  the  neutral  body  of 
opinion  be  dra^Ti  to  the  liberal  and  constructive  program — away 
from  the  destruction  and  obstruction  program. 


Housing  and  Transportation  Problems  in  Rela* 

tion  to  Labor  Placement 

By  John  Iiilder 

/^NTE  cl  our  national  wveklies,  in  an  interpretive  account  oC  the 
^^  reconBtruction  confepence  Iwld  by  the  I'nited  Stataa  Qutttt- 
ber  of  Commerce  at  Atlantic  City  in  I)e<*einber»  1918,  food  the 
basie  reaaoQ  for  the  liberal  attitude  of  Uie  thousands  of  cnplojFWi 
there  aaaepibled  a  fear  of  labor.  This  did  not  mean  that  emplosfvn 
have  not  reached  th«Mr  present  attitude  of  mind  by  way  of  enlight^ 
ened  self-interest,  tliat  there  has  not  been  a  leaven  of  genuine 
altruism  to  hasten  their  rising.  Nor  does  it  leave  out  of  aooouat 
that  tli<-  <  Tin  )loyerLs  unconsciously  going  with  a  great  tide  in  human 
ttilairs.  Aftrr  the  French  revolution  the  tide  of  interest  in  oom- 
nuinitx  aiiairs,  in  the  affairs  of  our  neighl>ors,  ran  out.  Decade 
after  (!<<  adr  u.  Ijccame  more  and  more  convinced  that  the  aal* 
va  tion  of  the  world  lay  in  indi\ndualism.  The  lew  government  tlie 
better  govermnent;  the  poor  are  the  victims  of  vices  for 
they  individually  are  responsible;  the  employer's 
ceases  at  the  factory  gates.  So  the  tide  kept  running  out  until  it 
left  bare  the  ill-smelling  mud  flats  of  our  slum  areas,  and  all  that 
those  areas  ty])ify.  Then  slowly  the  tide  began  to  turn.  Even 
the  most  successful  individuals  could  not  continue  to  beliew 
absolutely  in  individualism  when  its  bad  effects  became  ao  mani- 
fest. So  tliey  founded  associations  for  the  improvement  of  tlie 
condition  of  the  poor.  The  roots  of  nearly  all  our  great  social 
organizations  run  back  to  that  time  of  benignant  lords  and  ladies 
bountiful  before  the  middle  of  the  last  century  when,  despite  his 
convictions,  man  was  beginning  to  see  that  he  could  not  be 
saved  by  individualism  alone.  Then  appeared  in  England,  wiwre 
individualism  had  been  most  loudly  hailed,  Charles  Dibkens. 
whose  novels  were  social  tracts  sugar  coated;  Octavia  HSD, 
in  the  early  days  of  the  charity  organisation  and  the 
movements;  and  various  "good"  lords  of  high  degree  who 
sored  social  legislation  of  a  tentative  kind — tlie  nobility  re- 
sponded more  rapidly  than  the  wealthy  bourgeoisie.  TVn  ap> 
peared  also  Karl  Marx,  whose  methods  were  different    But 

51 


If  Tbb  Ammalb  or  the  American  AcADEifT 

whatever  Uieir  ideas,  all  had  their  part  in  turning  the  tide  which 
today  i«  running  strong  toward  community  interest  and  com- 
munity control.  "Whether  they  would  or  not  the  employers  at 
Atlantic  City  must  have  been  borne  along  by  it,  but  their  reason, 
their  sclf-inteivst  or  their  fear,  will  cause  them  to  make  better 
progress  by  s^^-imming  than  they  would  by  floating. 

It  is  this  world -^ide  tide  of  community  interest,  strong  enough 
even  to  affect  the  conduct  of  the  great  war,  overcome  national 
prejudice,  and  perhaps  make  possible  a  league  of  free  nations, 
that  is  leading  us  to  study  such  things  as  housing  and  transporta- 
tioo  problems  in  relation  to  labor  placement.  A  few  years  ago 
sodi  a  study  would  have  been  deemed  theoretical  by  practical 
minds  which  believed  implicitly  in  an  unalterable  and  unmodiflable 
law  of  supply  and  demand;  which  saw,  without  seeing,  the  banks 
of  rivers  turned  into  dump  heaps  and  sources  of  municipal  water 
supply  polluted;  which  accepted  without  question  the  blighting 
of  a  city's  most  accessible  and  useable  areas  and  spent  millions  of 
dollars  on  needlessly  expensive  and  often  needless  systems  of 
transportation,  merely  because  they  had  not  been  trained  to  see 
a  community  as  a  community  but  only  as  an  aggregation  of  in- 
dividuals. 

The  broad  outlines  of  the  question  dealt  with  by  this  paper  may 
be  stated  briefly.  The  details  would  fill  volumes,  and  but  little 
has  yet  been  assembled  in  useable  form.  Labor  placement,  we 
shall  assume,  includes  labor  retention,  i.e.,  not  only  the  securing 
ol  a  supply  of  labor  but  what  is  more  important,  the  reducing 
of  its  turnover.  The  latter  part  of  the  question  has  been  under 
scrutiny  for  some  time  and  many  obvious  reasons  for  our  great 
labor  turnover  have  been  noted  and  some  have  been  changed. 
As  in  infant  mortality,  even  a  superficial  study  brought  to  light 
certain  conditions  that  a  minimum  of  group  or  community  action 
could  change — as  the  substitution  of  clean  and  modified  milk  for 
the  dirty,  diluted  stuff  that  had  been  sold  before — and  which 
being  changed  caused  an  immediate  and  notable  improvement. 

So  easy  and  so  efficacious,  comparatively,  are  these  first  changes 
that  some  of  us  have  been  inclined  to  persuade  ourselves  that  they 
comprise  our  whole  task.  An  alley  that  has  been  buried  under 
an  accumulation  of  filth  is  vastly  improved  by  shovel  work,  but 
it  is  not  really  ckan  until  broom  and  water  have  played  their  part. 
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So  uiiprovonenit  withiii  the  plant,  whether  of  phyitcal  fHnwiititnM 
or  of  management,  will  make  notable  improvement  in  labor  titfB« 
over  and  at  a  comparatively  aniall  eipenditure  of  thought  and 
energy »  for  they  require  but  a  niiniinum  of  community  or 
a^'tion. 

Hut  having  achieved  ao  much  we  find  that  the  tank  im  not 
pleted.  A  generation  ago  our  present  condition,  in  our 
progressive  industrial  enterpriaeB  at  least,  would  have 
ahuotft  Utopian.  But  having  done  so  much  we  find  that  labor 
turnover  is  not  yet  reduced  to  the  place  where  it  should  be  and 
dimly  we  are  beginning  to  see  that  labor  turnover  is  a  matter  of 
concern  not  only  to  individual  einployeni  but  to  those  who  art 
concerned  with  such  community  problems  as  deserting  husbands; 
and  that  conversely  the  employer  has  reason  to  be  coocemed,  be- 
cause of  his  interest  in  the  efficiency  of  his  own  plant,  in  theae 
community  problems,  llie  deserting  husband  not  only  leaves 
destitute  \\ife  and  children  for  the  conununity  to  support  but  he 
loses  tlie  spirit  which  makes  a  first  dass  workman  and  by  de- 
grees becomes  a  drifter,  a  vagrant,  one  of  the  army  of  uiwm- 
ployables  the  attempt  to  employ  whom  is  one  of  the  great  wastes  of 
industry.  And  the  reason  for  desertion  in  the  great  majority  of 
cases  probably  lies  quite  outside  tlie  factory  gates  and  only  the 
effect  is  felt  inside. 

Had  that  man  lived  in  a  better  home,  in  a  better  neighbor- 
hood, had  his  children  attended  better  schoob,  had  his  neiglibors 
been  more  satisfied  with  their  lot,  had  more  to  lose  and  so  hav« 
had  a  different  tone  in  their  daily  conversation,  the  deserter  would 
probably  have  resisted  the  temptation  to  which  he  yielded*  per- 
haps a  little  thing  in  itself,  but  the  last  of  many  things  big  and 
little. — impatience  at  tlie  jam  in  an  overcrowded  street  car  to 
which  he  was  subjected  morning  and  evening,  or,  of  more 
sequence,  remorse  that  the  cost  of  sociability  at  the  comer 
made  impossible  the  paying  of  grocer's  bills.  These  cannot  be 
affected  by  improvement  within  the  plant;  they  can  be  affected 
only  by  improvement  of  living  conditions,  and  the  latter  may  be 
summarized  as  improvement  of  the  dwelUng. 

But  here  again  it  is  neces8ar>'  for  us  to  broaden  our  vision  from 
the  indi\ndual  to  tiie  community.  Housing  betterment  beg^B  by 
attempts  to  improve  individual  houses,  and  it  made  cottswlftable 
improvement     It  did  the  shovel  work — or  at  least  began  it — 
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of  •omewhmt  lessening  the  squalor  and  filth  of  slum  areas.  Trans- 
portation began  too  by  accepting  existing  conditions  and  seeking? 
only  to  mitigate  them  by  enabling  those  who  had  tiie  time  and  the 
money  to  escape  to  a  better  environment  But  having  done  the 
shove!  work  where  it  has  been  done,  we  learned  that  it  was  after 
all  but  superficial,  that  it  must  be  done  over  and  over  again,  for 
it  makes  no  change  in  tlie  basic  conditions  which  first  rendered 
it  necessary.  Instead  of  improved  slums,  instead  of  expensive 
and  wasteful  means  of  escape,  we  begin  to  realize  that  there  will 
be  economy  in  abolishing  slums,  in  using  transportation  not  to 
mitigate  the  effects  of  bad  conditions  but  to  serve  the  commu- 
nity as  a  community.  Transportation,  even  the  least  expensive 
forms,  is  wasteful  if  used  needlessly,  wasteful  in  time,  healtli, 
mone>'.  The  more  expensive  forms,  especially  the  most  expen- 
sive form,  the  subway,  is  ruinous  if  used  as  a  substitute  for 
walking  or  even  for  trolleys. 

So  both  housing  and  transportation  lead  us  inevitably  to  city 
planning,  and  city  planning  is  based  upon  two  things:  first,  the 
needs  of  business  and  industry,  which  create  the  city;  second, 
upon  the  needs  of  the  home,  which  make  the  city  worth  creating. 
Having  come  then  to  visualize  the  city  as  an  entity,  not  as  a  mere 
aggregation  of  individuals,  we  are  able  to  consider  the  proper  dis- 
tribution of  its  parts  and  to  plan  for  their  needs. 

Business  and  industry  must  first  be  considered  because  from 
them  flows  the  wealth  upon  which  all  else  depends.  Those  areas 
best  suited  to  their  needs  should  be  devoted  to  them.  Transpor- 
tation, here  including  not  only  passenger  but  goods  transporta- 
tion, must  be  planned  to  serve  them  primarily.  But,  though 
they  are  considered  first,  they  cannot  be  considered  exclusively; 
the  satisfying  of  their  needs  may  have  to  be^  modified  if  it  takes 
too  much  from  satisfying  the  living  needs  of  those  for  whose 
benefit  business  and  industry  exist 

The  living  needs  of  the  people  may  come  second  in  order  of 
consideration,  but  not  in  importance.  These  living  needs  funda- 
mentally are  first,  a  wholesome  environment,  which  means  not 
only  a  sanitary  dwelling — to  that  point  we  have  already  pro- 
greaMd  in  some  of^om*  cities — but  space  for  outdoor  life,  opportun- 
ity for  education  and  recreation,  amenities  that  promoted  sense 
of  community  well-being  and  second,  accessibility  to  the  places  of 
employment  which  support  all  this.    That  is,  our  places  of  em- 
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ployment  must  be  distributed  in  such  a  way  that 

needs  may  be  most  economically  met  and  at  the  sane  time  duii 

they  may  be  accessible  to  those  who  operate  them. 

Phikulelphia,  by  happenstance^  for  it  was  only  a  matter  of 
happening,  not  of  conscious  planning,  illustrates  in  a  rough 
and  unordered  way  what  in  the  future  we  shall  do  in  a  (systematic 
wuy.  Its  indiii»tries  are  distributed  in  many  centers  and  as  a 
couiiiHiuence  iU  workers  in  unusually  large  proportioo  can  liiFie 
wiiiiin  walking  distance  of  their  work«  As  furtiier  coosequenees 
iU  workers  in  very  unusually  large  proportion  live  in  single  fami^ 
houses,  and  its  transportation  system  has  lagged  behind  those  of 
coinpetitor  cities  in  mechanical  development  Had  Fhiladsl- 
lihia,  instead  of  drifting  along  from  a  fortuitously  good  start* 
)>een  consciously  planned  and  developed  according  to  ideas  ctJty 
ii6w  coming  into  vogue,  it  would  today  be  a  model  for  other  cities 
to  iinitiite.  The  fundamentals  are  there,  though  long  unrecog- 
nized ;  Uie  failure  has  come  in  working  out  details.  Now  that  the 
fundamentals  are  being  recognized,  though  not  always  clearly. 
and  now  that  the  tide  is  running  strong  toward  community  devel- 
<'nt  and  control,  Philadelphia  has  the  best  opportunity  of  aiqr 
ur  largest  cities  to  develop  its  housing  and  its  transportatioo 
i  u  such  a  way  as  to  attract  labor  and  to  reduce  labor  tumo'cr. 

In  its  new  and  rapidly  growing  industrial  areas  outside  the 
present  city  it  can  develop  a  transportation  system  designed  to 
meet  real  needs,  not  those  due  to  mal-adjustment,  and  conse 
((uently  a  productive  system,  not  a  wasteful  one.  In  these  areas 
tiiere  is  still  space  to  develop  the  kind  of  housing  tlmt  will 
die  worker  glad  to  come  and  loath  to  leave.  And  while  it  b 
this  it  may,  if  the  tide  runs  strong  enough  or  if  its  leading  cittaens 
swim  hard  enough,  gradually  correct  the  worst  faults  of  its 
present  housing-land  overcrowding  and  insanitary  conditions* 
and  modify  its  plans  for  transportatioQ  so  that  they  will  not  <miy 
bring  it  increased  business  from  outside,  but  wiU  make 
transit  within  its  borders  efficient  and  economical 
trunk  lines  connecting  important  centers  and  fed  by  less  «K- 
|)ensive  local  lines.  For  passenger  transportation  within  a  dty 
should  be  only  for  those  who  must  travel  long  distancrs,  and  the 
number  who  must  travel  long  distances  daily  should  be  reduced 
to  a  minimum  by  building  as  largo  a  proportioii  as  posrihh  oC 
houses  within  walking  distance  of  places  of  employmcot. 


A  National  Policy— Public   Works  to  Stabilize 
'  Employment 

By  Otto  T.  Mallert 

DURING  the  war  period  large  amounts  of  necessary  public 
works  have  been  deferred  on  account  of  lack  of  material, 
labor  and  capital.  The  War  Industries  Board  has  diverted  the 
materia]  needed;  the  draft  and  munitions  plants  have  taken  the 
labor;  and  the  Capital  Issues  Committee  has  prevented  the  raising 
of  the  capital.  Thus  the  war  forced  the  adoption  of  the  excellent 
policy  recommended  for  peace  times  but  never  adopted — the 
poKcy  of  doing  less  public  work  during  periods  of  great  industrial 
activity  and  of  speeding  up  the  construction  of  public  works  during 
periods  of  general  imemployment.  Now  comes  the  time  to  carry 
6ut  the  second  half  of  this  policy. 

In  ordinary  years  of  peace  the  amount  of  public  money  spent  in 
the  United  States  on  public  works  is  prodigious.  It  comes  to 
$600,000,000  a  year.  Suppose  that  we  should  adopt  the  policy 
of  spending  nine-tenths  of  this  and  of  putting  the  remaining  one- 
tenth  each  year  into  a  reserve  for  a  bad  year  of  unemployment.* 
We  would  at  the  end  of  five  years  have  a  sum  that  would  employ 
800,000  workers  in  a  bad  year  of  unemployment  at  average  wages 
for  a  period  of  three  months.  As  two-thirds  of  the  whole  sum 
expended  for  public  works  in  the  United  States  is  by  the  govern- 
ments of  cities,  these  800,000  workers  would  be  employed  in  every 
part  of  the  country  and  the  larger  groups  in  the  industrial  cities 
wliere  unemployment  is  ordinarily  most  acute.  This  would  be  a 
peace  order  quite  worthy  to  be  compared  with  any  of  our  great  war 
orders.* 

In  effect  the  war  has  given  the  United  States  this  reserve  of 
usual,  necessary  public  works  undone,  although  of  course  no  reserve 
of  capital  with  which  to  do  it.  It  is  a  safe  estimate  that  the 
amount  of  public  works  deferred  during  the  war  period  of  1917  and 


'  Ariodt  of  iodoilrial  dqiraaoo  and  uoo^loyment  have  occurred  on  the  average  once 
ia  loi  rem  in  Uw  United  SUtea  nnce  1850. 
•For  tha  bait  praaotation  of  this  subject  aee  ''Big  Jobs  for  Bad  Times,"  by  William 
U  M9$mint,  August,  1916,  from  which  the  above  figures  are  derived. 
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1018,  plus  the  ordinary  new  public  works  for  1910,  would 
2,400,000  woricers  for  three  months  at  average  wages.* 

Clearly  the  execution  of  all  this  public  work  in  1019  would  liav« 
an  important  stabiliidng  effect  upon  unemployment  and  would 
eaae  the  process  of  demobilization  and  the  transition  of  the  workers 
from  war  to  peace  industries.  The  employment  pKnrided  1^  then 
public  works  is  not  only  employment  to  the  wofken  directly 
engaged  upon  them  but  also  employment  to  those  needed  m 
producing  the  materials  for  the  work.  In  addition  the  purchaiiim 
power  of  the  workers  directly  employed  indirectly  creaiei  cm- 
pIo^Tiient  for  other  workers  who  produce  the  tilings  for  wUeh  Ik 
wages  of  the  first  group  are  spent.  This  initial  impulse  of  setting 
a  group  of  unemployed  men  to  work  has  the  same  effect  as  drop- 
ping a  pebble  into  a  pond.  The  ripples  it  starts  extend  farther 
than  the  eye  can  see  and  the  circles  of  motion  widen  and  move  in  all 
directions  to  the  farthest , shores. 

The  use  of  public  works  as  a  stabilizing  force  is  about  to  be  put 
into  practice  for  the  first  time.  The  War  Labor  Policies  Board,  of 
the  Department  of  Labor,  has  approved  such  a  policy  and  is  at 
work  developing  it.  Suggestions  have  been  made  to  the  cities  to 
go  ahead  with  their  deferred  and  necessary  public  works.  The 
cost,  time  and  number  of  men  needed  will  soon  be  known  to  the 
War  Labor  Policies  Board  and  the  United  States  Employment 
Service.  The  plans  of  the  state  governments  for  public  works  are 
also  being  assembled  and  studied  by  the  War  Labor  Polidca 
Board.  All  this  information  will  be  in  the  hands  of  the  War 
Department  for  such  use  as  it  may  decide  to  make  of  it  in  its  plans 
for  military  demobilization. 

The  state  of  Pennsylvania  is  a  pioneer  in  this  undertaking.  A 
few  months  after  the  United  States  entered  the  war  the  legislature 
of  Pennsylvania  passed  an  act  creating  an  Emergency  Public 
Works  Fund  and  an  Emergency  Public  Works  CommisaoQ  to 
administer.it.  The  commission  is  now  gathering  infonnatioo  tnm 
all  departments  of  the  Pennsylvania  state  government  concerning 
the  necessary  public  works  which  tiie  state  might  undertake  during 
periods  ol  unemployment  and  industrial  depression.    The  kgfab- 

'  Then  eginw  uv  bued  on  •  Mle  aMompUoa  UmI  oMr  M  P«  «^  af  ^  *^ 
worfa  were  dfJMud  in  1917  and  IMS  on  •eronni  at  war  i— dUtni  awl  Uwt  Uw 
iMw  pubKc  works  (or  1919  would  be  bo  Uifar  Uua  the  pw  war  •mmmi  efwafi 
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lure  appropriated  a  amall  sum  to  the  Emergency  Public  Works 
Fund  as  a  begmnmg.  The  expectation  was  dearly  that  this  fund 
should  be  inci^aaed  by  each  succeeding  legislature  and  allowed 
to  aocumulatfs  until  the  next  great  period  of  unemployment.^ 
A  Kcent  amendment  to  the  constitution  of  Pennsylvania  permits 
the  state  to  borrow  $50,000,000  for  roads.  This  gives  Pennsyl- 
vania a  chance  to  do  an  important  part  of  this  work  during  the 
critical  period  of  transition. 

Bills  similar  to  the  Pennsylvania  act  are  in  preparation  for 
introduction  into  the  legislatures  of  several  states  in  1919.  Special 
appropriations  and  bond  issues  will  also  be  sought  in  some  of  these 
states  and  public  works  stimulated  in  1919. 

The  Ministry  of  Reconstruction  of  Great  Britain  has  pointed  out 
the  urgent  need  of  pubhc  works  to  ease  demobilization  and  the 
transition  from  war  to  peace.  In  Great  Britain  the  percentage  of 
men  under  arms  to  the  total  population  is  at  least  three  times  as 
great  as  the  percentage  in  the  United  States,  and  the  undertaking 
correspondingly  more  complex  and  dangerous  to  order  and  political 
stability.  Plans  have  apparently  been  made  for  the  payment  of 
wages  to  munitions  workers  for  a  i>eriod  following  their  discharge 
aad  also  for  the  payment  of  a  similar  allowance  to  ex-soldiers. 
What  federal  public  works  will  be  undertaken  direct  by  the  various 
branches  of  the  federal  government  during  the  transition  period 
has  not  yet  been  detennined.     (November  20,  1918.) 

The  Department  of  Interior  is  well  advanced  upon  its  plans  for 
creating  ready  made  farms  to  be  sold  to  returned  soldiers.  Ell- 
wood  Mead,  who  developed  a  similar  project  successfully  for  the 
state  of  California,  is  directing  this  work.  Secretary  of  Interior 
Lane  is  ready  to  employ  100,000  men  at  once  upon  United  States 
reclamation  and  irrigation  projects  already  planned  and  surveyed 
if  Congress  gives  the  signal  and  necessary  appropriations.  In  1919 
the  Department  of  Interior  could  employ  500,000  men  upon  a  great 
plan  to  reclaim  cutover  and  swamp  lands  and  upon  the  develop- 
ment of  new  irrigation  projects.  This  plan  aims  to  increase  the 
arable  area  of  the  United  States  by  250,000,000  acres  and  provide 
homes  for  20,000,000  people. 

The  area  to  be  reclaimed  would  increase  by  one-half  the  present 

A  brief  mmtoMry  ol  Uie  PcaMgrivaniA  Eaierfeiicy  Public  Works  Act  will  be  found  in  the 
"    toUMartickb 
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improred  farm  land  of  the  United  Statei.  Thb  AmoQiitt  to  a 
[M*acvful  conquest  of  thirty  countries  the  ibe  cl  Belghnn  or  ihe 
admiatioii  of  eight  new  Pennsylvaniaa  into  the  Dnioo.  To  what 
extent  this  plan,  or  portions  of  it .  will  he  undertaken  depends  upon 
Congressional  enactments. 

The  Highway  Transportation  Committee  of  the  Councfl  of 
National  Defense  is  preparing  legislation  aaldng  $100,000,000  of 
federal  appropriations  for  highway  construction.  Federal  direc- 
tion and  assistance  in  improving  the  harbors  of  New  York, 
Philadelphia  and  other  ports  will  probably  be  asked. 

Flood  prevention  offers  a  large  field  for  federal  activity  in  co- 
operation with  the  states.  The  engineers  of  the  War  Department 
have  studied  the  prevention  of  destructive  floods  in  the  Ohio 
River  basin,  like  those  which  wredced  Dayton,  Ohio,  in  101S. 
The  cost  of  thi^  vast  undertaking  is  colossal,  but  so  is  the  certain 
damage  to  life  and  property  if  unbridled  floods  are  aDowed  to 
sweep  on.  The  lower  Mississippi  and  Miami  Rivers,  the  Pitt«- 
bur^  and  other  flood  districts  need  federal  and  state  assistance  in 
flood  prevention.  The  rivers  of  France  and  western  Europe 
generally  have  long  since  been  tamed  and  deprived  of  their  power 
of  destruction.  The  same  must  be  done  with  our  North  American 
rivers  and  the  time  to  undertake  these  great  tasks  is  deariy  during 
periods  of  unemplo>'ment.  The  fact  that  the  cost  of  matcriab 
is  lower  then  than  in  periods  of  greater  industrial  activity  is  an 
additional  reason. 

Shipbuilding  may  now  be  regarded  as  a  part  of  public  works,  and 
one  which  will  need  more  workers  during  the  transition  period 
than  it  was  able  to  secure  during  the  war,  even  after  it  had  at- 
tempted to  outbid  all  other  industries  by  unprecedented  wages. 

The  Railroad  Administration  will  probably  not  undertake  any 
important  additions  or  improvements  unless  a  change  is  made  in 
the  contract  of  the  government  with  the  railronds  as  to  the  dause 
reading:  ....  '*the  roads  shall  be  retnmed  to  tbeir  own* 
<  rs  in  as  good  condition  as  when  received.**  Under  this  dattse 
the  government  would  presumably  not  be  compensated  for  any 
railroad  extensions  or  additions  it  might  make. 

The  limits  to  which  necessary  public  works  can  safely  be  un- 
dertaken during  the  transition  i>eriod  are: 

1.  The  amount  of  capital  that  may  be  raised  by  Diurndpai, 
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•tale  and  federal  goveniment^  without  depriving  private  industry 
o(  the  capital  it  also  requires  for  equally  essential  enterprises. 

t.  The  amount  of  materials  available  without  depriving  equally 
cmrntinl  private  industries. 

8.  Flans  for  these  great  undertakings  in  public  works,  especially 
those  of  the  federal  government,  like  reclamation  and  flood 
prevention,  should  be  in  readiness,  but  the  whole  program  should 
not  be  put  into  operation  unless  the  need  is  clear.  Therefore 
Congressional  authorizations  should  allow  some  discretion  as  to 
whether,  when  and  to  what  extent  the  particular  public  works  in 
question  shall  be  undertaken. 

Even  though  the  public  works  of  the  United  States  annually 
amount  to  the  great  sum  already  noted,  they  are  but  a  small 
percentage  of  the  private  industry  and  trade  of  the  United  States. 
Therefore  if  private  industry  were  to  be  checked  for  a  long  period 
the  greatest  conceivable  program  of  public  works  could  not  restore 
the  balance.  While  private  industries  non-essential  to  war  were 
reduced  in  war  time  to  a  mere  shadow  of  their  former  selves,  the 
vast  aggregate  of  government  war  work  more  than  offset  this 
reduction.  In  peace  times  public  works  can  never  be  on  so  vast  a 
scale  as  were  the  governmental  undertakings  of  war  time,  but 
neither  will  the  suspension  of  private  industry  be  as  complete  as 
in  war  time. 

Public  works  is  a  good  sponge  to  absorb  workers  spilled  over  by 
some  sudden  shock.  Public  works  may  absorb  enough  workers 
to  prevent  a  serious  flood  and  resultant  wreckage  and  suffering. 
As  buffer  employment  public  works  at  the  right  time  and  in  the 
right  amount  will  oil  the  starting  up  of  the  peace  machinery,  but 
it  will  not  provide  the  steam  to  keep  the  machine  going. 

The  federal  government  is  awake  to  the  value  of  public  works 
during  the  period  of  demobilization.  To  effect  this  great  change 
with  the  least  shock  and  suffering,  the  cities  and  states,  under  guid- 
ance from  the  War  and  I^abor  Departments,  have  a  great  responsi- 
bility and  a  greater  opportunity. 
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APPKNUIX    SI  MMAKY    OF  THK    PKNNSYIA  ASIA    KMRRGBKCY 
WORKS  ACT,  SKNAIK  HILL  IO«a,  1»17 

Pmfoa  or  tn  Acr 

L  To  provids  for  Um  otaMioo  of  tiM  piihfie  works  ol  tte  lUte  4v«i«  p«<o4i  of  o»- 
troordinofy  iiiiimlnymonf*  v 

t.  ToptoTidoafndfortkopwpootlobokMWBMtktBM^pMarP^MtWMpf^Bd. 

9.  To  cTMto  tlie  Emetgopejr  PtahBe  Woria  Coauolarfoii  u  tniii— ■  aAJ  ril  mBii  a#  I W 
fund. 

PlwmKni  or  Tm  Act 

TIm  Faiinwnj  F^bBe  Worin  CoohbWob  duO  oohIoI  of  tko  Gowmt. 
TrMfuor.  Uw  Aodiior  GommI  ud  Um  r4iimniMiniior  of  Ubor. 

I^d^^nb^Uwdttlyofth^B^i^^^^lf  PubBoWoriaCominiMfaiiitoi 

OtOMCO  DOHI  IBO  VSnOttO  QOpSrtlBflBM^  DQVMHH^   DOOfQO  Uld  OOiHBMMOlO  OB 

toBtothropUMforoachortOBrfonofthoBiBBmnrpMhIicworiaflfUwotottMl 

xiapUd  to  Bupply  IncTOMod  opportonitioB  for  •dvntifwouB 

periods  of  iemponuy  uncmploymoBt  tofthor  with  ottimrtro  of  tbo  i 

(iurmtioQ  of  laid  cmploynient,  Uie  Bumbor  of  ompbyw  who  oodd  ho  prailaMjr  aood 

iogothor  with  rata  of  wofH^  otei 

U  than  be  tho  daty  of  tho  ffmaginr ji  P^dJte  Worko  CoMiniwioB.  whM  jb  ito  ( 
period  of  ortiBoidiaBiy  BBOOBphqrflMBi  doeo  in  fact  tadm  withia  tho  italB.  to 
dkporitka  Bad  dblribotioB  of  the  BflMfieocy  Public  Worhi  Poad 
pBftBMBli  of  the  iUte  loreaoh  tHwBioB  of  the  pafaiie  wobIb  of  the  ilBli  I 
cfifoetiop  of  tho  gfteee  the  FnienwcyPttbBo  Woria  ComadMinai 

ArPBonoAnoBn  pqb  ftfanBWcr  Pnauo  Wc 
The  earn  of  W^fiOO  to  herabgr  appiopriBled  to  the 
Biiflioa  lor  the  poipoew  of  this  set.    (Thto  earn  shoald  aot  lapse  if 

with  nifCBOcBng  ragulsr  appropriations  should  be  sUowed  to  socumulate  ia  the  Bi 
Public  Worics  Pttod.  the  purpose  beiag  to  ancttmnlste  taooflgr  doriag 
expenditure  during  periode  of  anemplnyaieot  aad  iadaotrial  deprMrioa.) 


Placing  Soldiers  on  Farm  Colonies 
By  Elwood  Mead 

TH£R£  is  reason  to  hope  that  one  of  the  results  of  the  war  will 
be  a  carefully  thought  out,  social  land-settlement  policy. 
This  is  jK>metJiing  the  nation  has  long  needed  but  never  enjoyed. 
.Vlthough  there  has  been  administered  from  Washington  the  great- 
est area  of  fertile  land  ever  controlled  under  one  civil  polity  there 
has  never  been  any  attempt  on  the  part  of  the  government  to  plan 
in  advance  the  development  of  any  particular  area  so  as  to  create 
an  agriculture  that  would  maintain  or  increase  the  fertility  of  the 
soil,  that  would  regard  the  farm  as  not  solely  a  place  to  make 
money,  but  the  means  of  a  healthy,  independent  existence  and 
the  center  of  family  life.  There  has  been  no  attempt  to  select 
colonists  so  that  they  would  be  harmonious  or  agreeable  members 
of  the  rural  conmiunity  or  effective  agents  in  rural  development. 
There  has  been  no  attempt  to  fix  the  size  of  farms  so  that  they 
would  have  a  definite  relation  to  the  ability  of  the  settler  to  culti- 
vate them  properly  or  to  the  income  needed  to  give  a  comfortable 
support  to  a  family. 

The  social  and  economic  ijuportance  of  having  land  owned  by 
its  cultivators  and  of  having  such  restriction  on  tenure  as  would 
prevent  land  monopoly  was  not  realized.  As  a  nation  we  have 
acted  on  the  idea  that  anyone  who  was  strong  enough  and  shrewd 
enough  to  own  the  earth  was  privileged  to  do  so.  In  our  early 
history,  land  was  sold  chiefly  to  the  speculators.  Later  on  it  was 
given  away  mainly  to  corporations  and  to  states,  and  the  corpora- 
tion and  the  state  alike  paid  little  attention  to  the  kind  of  agri- 
culture or  the  rural  society  which  an  unthinking  disposal  of  these 
lands  to  private  owners  might  create.  Men  who  bought  lands 
from  railroads  and  from  states  did  not,  as  a  rule,  buy  with  the  idea 
of  becoming  fanners  or  of  creating  an  enduring  kind  of  agriculture. 
They  usually  bought  to  sell  again  at  a  profit,  and  from  1870  until 
near  the  close  of  the  nineteenth  century  we  had  in  this  country 
tiie  unfortunate  spectacle  of  the  federal  government  unable  to 
prevent  wholesale  frauds  under  the  Homestead  and  Desert-Land 
Acts,  and  the  railroad,  tlie  state  and  the  private  speculator 
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selling  land  under  condilionB  of  development  fixed  nudnly  by  Um 
speculative  colonization  agent. 

This  review  of  our  past  shortsighted  carflessnfis  is  tndulfed  in 
primarily  to  show  how  great  would  be  the  change  if  in  plaoe  d 
this  the  experience  and  wisdom  of  our  ablest  minds  were  cnKflad 
in  an  effort  to  plan  rural  development  in  advance,  to  think  oitt 
what  an  agricultural  community  needs,  what  obstades  will  con- 
front the  man  of  limited  capital  who  seeks  to  achieve  landed  inde- 
pendence,  and  what  can  be  done  to  he]|)  him  ov<Tfx)me  them. 

Such  a  planned  Und-settlement  policy  ftliould  be  put  in  opera- 
tion at  once  if  the  nation  meets  adequately  the  situation  now  upon 
it.  Over  a  million  soldiers  were  drawn  from  rural  pursuits.  An 
equal  number  should  be  returned.  The  argument  for  this  is  that 
an  increase  in  farm  products  will  meet  an  urgent  national  need. 
Before  the  war,  this  country  had  begun  to  realize  that  something 
six  Mild  l)c  done  to  insure  a  more  abundant  andcheaperfood  supply. 
\\c  were  importing  butter  from  Australia,  meat  from  Argentina, 
>iigar  from  many  countries.  There  was  no  shortage  but  there  was 
increasing  difficulty  on  the  part  of  wage-earners  in  providing  their 
cliildren  with  an  adequate  amount  of  wholesome,  nourishing  food. 
tiie  things  the  citizens  of  the  future  should  have. 

The  end  of  the  war  finds  the  cost  of  food  so  increased  as  to  be  a 
rrious  menace  to  industrial  progress  and  political  stability.  The 
milk  riots  of  cities  and  the  declaration  of  the  Food  Administration 
that  price  control  of  foods  should  continue  for  several  ^'cars  arr 
two  of  many  indications.  Every  European  countr>'  feels  the 
pinch  of  hunger  and  some  are  menaced  by  famine.  Not  only 
have  the  world's  available  stores  of  food  been  exhausted  but  Eu- 
rope looks  to  this  country  to  increase  production  to  meet  its 
people's  needs  and  this  is  causing  the  fertility  of  farm  lands  to  be 
depleted  at  a  rapid  rate  by  overcropping. 

More  farms  and  more  attractive  and  betteiMVganiwd  rural 
life  are  therefore  among  the  nation's  foremost  ecoDomic  requiie- 
ments.  Only  those  who  have  studied  the  conditiiins  ol  rural  Ule 
in  Uiis  country  in  recent  years  fully  realise  tiie  political  and  eeo- 
nomic  value  of  soldier  settlementa  created  under  carefully  thought 
out  plans.  Such  settlements  will  give  to  some  sections  of  the 
countrj'  an  agriculture  and  a  democratic  rural  life  they  have  thus 
far  lacked.    A  journey  from  New  York  to  Atlanta,  Ga.,  through 
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the  Piedmont  area,  with  its  succession  of  abandoned  fields  and 
deitnictive  methods  of  tillage,  shows  that  we  are  to  have  a  rude 
awakening  unless  there  is  a  complete  refonn  in  our  agricultural 
practices.  One  centurj'  has  done  more  to  impoverish  the  soil  in 
this  region  than  a  thousand  years  of  intensive  cultivation  on  the 
farms  of  Europe. 

We  have  slashed  away  our  splendid  wealth  of  forests.  We 
have  planted  hillsides  to  cultivated  crops  with  no  binding  material 
in  their  roots,  and  \n'nter  rains  have  washed  off  the  stored-up 
fertility  of  centuries  and  left  them  scarred  with  gullies,  with  many 
fields  which  now  grow  only  weeds  and  brush.  Instead  of  the 
land  being  owned  by  its  cultivators,  we  have  a  menacing  increase 
in  the  area  fanned  by  tenants.  Formerly  indifferent  to  land 
tenure,  we  are  now  beginning  to  realize,  as  yet  vaguely  and  uncer- 
tainly, that  if  we  are  to  be  a  real  economic  democracy  we  cannot 
tolerate  land  monopoly  nor  allow  this  nation  to  become  a  revolu- 
tionary Russia  through  the  growth  of  non-resident  ownership 
and  tenant  cultivation  of  land. 

It  is  a  happy  coincidence,  therefore,  that  the  open,  healthful 
life  of  the  farm  is  what  a  large  p>ercentage  of  the  returning  soldiers 
will  desire.  This  has  been  shown  by  the  demand  for  farms  by  the 
soldiers  of  Australia  who  have  been  invalided  home,  and  by  the 
inquiry  by  soldiers  now  in  the  American  Army  for  farms  under 
the  land  settlement  act  of  California. 

Two  years  ago  the  legislature  of  that  state  created  a  state  land 
aettlement  board  and  authorized  the  purchase,  subdivision  and 
improvement  of  10,000  acres  of  land  and  its  sale  in  small,  ready- 
nuule  farms  to  settlers.  It  was  not  a  war  measure  but  was  in- 
tended to  be  a  demonstration  of  what  could  be  done  through 
government  aid  and  direction  to  create  broader  opportunities  for 
poormen. 

The  first  lands  purchased  under  this  act  were  settled  last  June. 
Fathers  of  four  soldiers  in  our  army  applied  for  farms  for  their 
sons.  These  were  granted.  Another  tract  of  land  will  be  settled 
in  November.  One  father  writes:  "I  have  three  sons  fighting  in 
France.  They  all  want  to  be  farmers.  Isn't  there  some  way  by 
•which  I  can  apply  for  one  farm  for  myself  and  another  for  my 
oldest  hoy?  The  four  of  us  will  then  work  the  two  farms  to- 
SoldierB  have  written  asking  if  they  could  register  as 
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applicanU,  and,  if  it  had  been  legally  poiiible  to  give  them  pMfcr- 
enoe,  not  a  single  farm  would  go  to  a  civOian.  TiMre  are  tev  of 
thousands  of  such  young  men  in  the  American  Army. 

It  means  much  for  the  success  of  the  soldiers*  settlement  pro- 
posed that  our  young  men  abroad  have  been  living  for  the  past 
year  in  countries  which  are  not  only  escamples  of  the  best  kind  of 
agriculture,  byt  where  the  owncnJiip  of  a  farm  has  back  of  it 
tradition  and  sentiment  that  thus  far  rural  life  in  this  country 
has  lacked.  The  farm  home  of  France  is  the  altar  of  the  family  life. 
Love  for  the  soil  by  the  FVench  and  Belgian  farmer  is  the 
spring  of  his  love  of  country.  Fresh  from  these  iinprfsriom, 
young  men  \iill  be  ideal  material  to  build  up  a  new  and  better 
rural  life  in  this  country,  to  In  ^-  -I  our  speculative  and 
tory  development  and  create  <  iiities  that  ^ill  be 

of  patriotism  and  new  sources  of  national  strength. 

The  Nation  and  State  Should  Co5peratb 

Assuming  that  we  will  follow  the  example  of  the  otlier  Allied 
countries  and  create  opportunities  for  ex-soldiers  to  obtain  homes 
in  tlie  country,  there  arises  at  once  the  question  as  to  whether  the 
state  governments  or  Congress  shall  direct  the  undertaking. 
Thus  far,  it  has  been  considered  mainly  as  a  national  matter,  the 
in()\<'nient  ha\'ing  bet»n  inaugurated  and  national  interest  therein 
aroused  and  maintained  chiefly  through  the  influence  and  efforts 
of  Secretary  Lane. 

Tlie  great  extent  of  this  country,  the  wide  variation  in  the  soils, 
( liin.ifc  and  productions,  and  the  different  ideas  and  habits  of  the 
pcupic  seem  to  make  it  desirable  that  both  tlie  national  and  state 
governments  should  take  part  in  the  movement.  This  plan  has 
been  adopted  in  several  English-speaking  countries. 

Another  reason  for  state  participation  is  that  it  can  provide  the 
land  and  be  a  responsible  partner  in  this  movement  with  a  small 
appropriation  of  money.  V^isits  to  many  states  have  shown  that 
where  it  is  not  possible  to  secure  an  appropriation  of  money  to 
buy  land,  the  owners  will  turn  their  property  over  to  the  stat« 
under  a  contract  which  permits  of  its  sale  to  settJers,  the  ownen 
of  the  land  to  be  paid  from  the  settlers*  payments.  The  Cali- 
fornia Land  Settlement  Board  is  offered  ail  the  Und  that  it  caras 
to  colonize  on  these  terms,  and  there  was  not  back  of  these  offcts 
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the  inspiration  of  patriotism  which  attaches  to  the  soldier-settle- 
ment movement,  nor  does  the  federal  government  in  any  way 
aasist  in  the  improvement  of  the  land  as  it  \Nnll  in  the  soldier- 
flettlement  movement. 

In  Australia  the  commonwealth  government  provides  the  money 
for  devdoping  and  improving  farms;  the  different  states  provide 
the  land.  In  Canada  both  the  dominion  and  the  states  provide 
land  and  money.  In  Ireland  the  empire  provides  the  money,  but 
the  success  of  Irish  land  settlement  never  would  have  been  com- 
plete had  it  not  been  for  the  intimate,  patient  assistance  to  set- 
tlers furnished  by  the  Agricultural  Organization  Society. 

Legislation  in  Congress  should  be  of  such  a  character  that  any 
state  could  enjoy  whatever  assistance  the  federal  government 
extends,  provided  that  the  state  itself  is  willing  to  assume  a  proper 
share  of  the  cost  and  of  responsibility  for  results. 

The  greater  part  of  the  land  to  be  used  in  settlement  is  in  pri- 
vate ownership.  Here  is  the  field  for  state  action.  The  state 
should  provide  the  land,  both  the  price  and  quality  of  the  land 
to  be  approved  by  the  federal  authorities.  The  federal  govern- 
ment should,  however,  prepare  the  land  for  settlement. 

The  largest  fields  for  settlement  are  the  neglected  lands  of  the 
Eastern  and  South  Atlantic  States,  the  logged-off  lands,  the 
swamp  land^  of  the  South  and  West,  and  the  arid  lands  of  the 
West.  Here,  development  can  take  place  without  disturbing 
existing  cultivators.  But  before  this  is  possible  there  must  be  a 
large  esq^enditiure  in  development.  This  work  should  be  car- 
ried out  by  the  federal  government  because  the  United  States 
Reclamation  Service  is  already  organized,  has  behind  it  a  15- 
years*  record  of  successful  achievement,  and  has  the  facts  and  the 
expert  staff  needed  to  begin  work  promptly  and  carry  it  to  suc- 
cessful completion. 

The  two  foundations  of  the  system  should  be,  therefore,  that 
the  state  provide  land,  approved  by  the  federal  authorities,  and 
the  redamation  service  should  prepare  the  land  for  settlement. 

Capital  a  Soldi^sr  Should  Have 

It  will  be  a  serious  mistake  to  give  this  opportunity  to  all 
soldiers.  Those  who  have  not  had  experience  ought  to  go  through 
a  course  of  training  to  know  whether  they  like  farm  life  and  to 
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determine  whether  they  are  fitted  to  luoceed.  It  is  no  kindaeM 
to  tlie  individual  to  let  him  undertake  somethini;  in  which  failure 
is  probable.  Every  settler  who  takes  a  farm  should  have 
capital.  This  should  be  required  as  a  protection  airaiiisi 
confidence  and  inexperience.  There  ought  to  be  a  part  of  the 
expi^nditure  on  which  the  settler  does  not  have  to  pay  interest, 
Th<*rt*  ought  to  be  some  reserve  on  which  he  can  fall  back  in  case 
of  iWnvss  or  niisfoKune.  Such  a  rule  is  necessary  to  the  solvency 
of  Uie  und(>rtaking.  If  farms  were  thrown  open  indiscriminatdly 
to  settlers  without  capital,  men  with  no  seriousness  ct  purpose 
and  no  real  interest  in  agriculture  would  be  willing  to  take  a  fling 
because  it  costs  nothing,  and  they  would  be  equally  willing  to 
abandon  the  enterprise  for  some  trivial  cause.  In  the  interest 
of  the  conmninity  such  men  should  be  excluded.  It  demorsJiaes 
workt^rs  to  have  among  them  people  who  lack  seriousness  of 
purpose,  and  it  does  not  look  well  to  have  any  large  percentage  of 
the  farms  abandoned. 

The  requirement  that  a  settler  should  have  some  capital  does 
not  necessarily  mean  his  exclusion  from  the  benefits  of  this  act. 
If  the  amount  of  capital  required  is  only  10  per  cent  of  the  total 
cost  of  the  farm,  an  equipped  farm  costing  $5,000  will  require 
only  $500  capital,  or,  if  the  settler  chooses  to  begin  as  a  fann 
worker,  he  can  obtain  a  home  which  will  be  his  own,  with  a  com- 
fortable house,  at  an  outlay  not  to  exceed  $2,000,  and  there  his 
initial  capital  would  only  have  to  be  $1200,  and  this  sum  of  money 
can  bt'  n>adily  earned  and  saved  through  the  oppoKunities  for 
employment  in  farm  development  which  will  be  afforded. 

In  the  California  State  Land  Settlement,  tlie  niiniinum  capital 
of  the  settler  is  $1,500.  That  condition  has  not  caused  the  rejec- 
tion of  a  single  individual  who  was  a  safe  risk,  and  there  are  young 
men  having  farms  in  that  settlement  who  have  accumulated  the 
capital  within  four  years.  As  the  California  farms  vary  in  value 
from  about  $6,000  to  $15,000,  and  the  cost  of  their  improvements 
and  equipment  will  amount  to  $5,000  more,  the  $1,500  is  only 
about  ten  per  cent  of  tlie  cost  of  the  completed  farm,  and  thi» 
percentage  of  the  total  cost  is  about  the  minimum  capital  which 
should  be  required  on  the  soldier  settlements  of  this  country.  If 
an  improved  farm  costs  $5,000,  the  settler  should  have  $500.  If 
it  costs  $10,000,  his  capital  should  be  $1,000  and  if.  in  both 
he  has  three  times  the  sum  named,  so  much  the  better. 
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Conversations  with  men  vitally  interested  in  tiiis  movement 
and  who  desire  to  see  the  policy  adopted  show  a  wide  difTerence  in 
views  regarding  the  authority  which  should  direct  the  settlers, 
look  after  the  development  of  colonies,  and  collect  the  money 
required  to  pay  for  the  land  and  improvements.  This  difference 
in  view  is  mainly  sectional.  In  the  South  the  prevailing  wish  is 
that  the  federal  government  should  perform  this  task.  In  the 
North  and  West,  and  especially  in  those  states  where  the  agricul- 
tural colleges  are  well  equipped  and  progressive,  the  state  board 
is  advocated.  This  is  a  curious  reversal  of  the  former  attitude 
of  these  two  sections  regarding  state's  rights.  The  law  should  be 
drawn  so  as  to  give  the  states  that  desire  to  assume  this  responsi- 
bility, opportunity  to  do  so  but,  where  the  state  is  reluctant,  the 
federal  government  should  direct  the  entire  development.  It  is 
my  belief,  however,  that  a  competent  state  board  would  perform 
this  task  better  than  a  competent  federal  board.  It  will  have, 
back  of  its  action,  state  pride  in  the  success  of  the  development,  a 
knowledge  of  local  conditions  which  will  show  in  the  numerous 
intimate  and  friendly  things  which  help  to  keep  hope  and  courage 
in  the  heart  of  the  settler  when  all  of  his  cash  capital  is  spent  and 
the  outlay  for  living  expenses,  improvements  and  equipment 
seems  unending.  Ultimately  this  plan  of  rural  development  is 
to  be  the  rule  rather  than  the  exception  if  the  rural  civilization  of 
this  country  is  to  keep  pace  with  that  of  other  nations  which  have 
made  government  aid  and  direction  in  land  settlement  a  definite 
public  policy.  The  state  that  manages  a  soldier  settlement  ^vill 
gain  an  experience  which  will  show  in  its  progress  in  future  years. 

The  function  of  the  federal  government  is  to  give  to  this  move- 
ment unity  and  general  direction,  to  provide  the  money  and  expert 
organisation  for  the  preparatory  period,  and  to  give  a  broader 
outlook  and  such  oversight  in  the  later  stages  as  to  prevent  experi- 
ments or  extravagance  on  the  part  of  state  boards.  But  the 
state  should  be  the  directing  agent  in  developing  settlements  and 
in  collecting  payments. 

Settlementb  Should  Be  Restricted  to  Areas  Large  Enough 
TO  Give  Distinct  Community  Life 

The  experience  of  other  countries  has  been  that  attempts  to 
finance  individual  settlers  on  farms  scattered  throughout  rural 
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coininiinitiet  have  been  failures.  The  overhead  fOBptmm  of 
management  after  settlement  are  too  great.  Eeooomy  and  cfll- 
cienry  require  that  there  be  at  least  one  hundred  farms  in  each 
(-oinimiiiity.  It  needs  that  many  to  create  a  real  oommiiaily 
spirit,  to  provide  for  co5perative  buying  and  selling  orgaaisatioiis, 
to  establish  any  definite  kind  of  agricultare,  and  to  create  a  morale 
iK^eded  to  bring  the  undertaking  to  a  successful  end. 

The  task  of  improving  and  paying  for  a  farm  is  not  an  ea«y  one 
even  under  the  generous  terms  which  the  government  may  pro> 
vide.  Industry  and  self-denial  extending  over  several  years  are 
certain  to  be  required.  Settlers  will  be  more  ready  to  work  bard 
and  live  simply  if  they  have  neighbors  who  are  domg  the  same 
thing,  but  a  single  family,  placed  in  a  community  of  well-to-do, 
easy-going  farmers  with  thei^  farms  paid  for,  will  certainly  adopt 
the  methods  and  habits  of  the  neighborhood,  and  a  large  pcrceBt" 
age  will  fail.  The  English  conmiissions  reported  that  no  farm 
coniiiiunity  should  have  less  than  £»500  acres.  That  means 
tw<  nty-five  100-acre  farms,  and  no  gardoi  area  should  have  Itm 
than  1,000  acres,  which  also  means  homes  for  one  hundred  fam- 
ilies. 

HoM£B  FOR  Farm  Labobkb8 

Kvery  soldier  settlement  ought  to  contain  whatever  the  com- 
?!  Minify  needs.  It  ought  to  have  a  common  meeting  plaoe,  a 
MK  lal  iuill,  and,  if  large  enough,  there  ought  to  be  schools  to  give 
vocational  training  in  agriculture.  The  best-planned  European 
settlements  provide  the  store,  church,  blacksmith  shop,  carpenter 
shop,  and  usually  a  social  hall  and  recreation  common.  In  other 
words,  they  recognize  the  need  for  a  varied  industrial  life.  Tbc 
same  plan  ought  to  be  followed  in  this  country. 

Some  of  the  settlers  will  want  to  be  fruit  growers,  some  pouttiy 
rniVrs,  some  market  gardeners,  and  some  will  not  want  the  re- 
>I>on>i})ility  of  ownership  and  management  of  a  farm  but  will  want 
to  work  for  wages.  The  careful,  experienced,  skillful  farm  worker 
is  an  essential  need  of  agricultural  life.  He  is  just  as  vahiable  as 
the  farm  owner,  and  failure  to  recognise  this  fact  and  make  an 
opportunity  for  him  and  his  family  to  live  as  American  cttiaens 
should  live  has  he&k  the  cause  of  the  migration  to  the  cttiea  of 
many  families  who  would,  under  proper  conditions,  rathtf  live  in 
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tJie  country.  In  some  sections  of  the  United  States  the  American 
fami  Ial>orer  has  almost  disappeared.  His  place  has  been  taken 
by  immigrants  from  Southern  Europe  and  Asiatic  countries,  men 
with  low  standards  of  living  and  indifferent  to  their  status  as 
citiaeiis  or  to  their  social  position.  If  these  soldier  settlements 
are  to  be  really  democratic  all  this  must  be  changed.  Homes 
must  be  provided  for  the  wage- workers  which  will  be  as  attractive 
and  comfortable  as  those  for  the  families  of  the  landowners, 
although  they  may,  and  doubtless  will,  cost  less.  They  should 
be  homes  where  the  children  can  grow  up  under  conditions  of  inde- 
pendence and  self-respect  which  ought  to  be  a*  heritage  of  every 
American  citizen. 

The  most  valuable  feature  of  the  California  land  settlement  is 
the  two-acre  farm  laborer's  allotment.  This  is  enough  land  to 
give  a  garden,  enable  the  family  to  keep  a  cow,  some  chickens  and 
pigs,  and  to  have  their  own  fruit.  Such  homes  enable  these  fam- 
ilies to  live  cheaply  because  they  grow  most  of  the  things  they  eat. 
The  farm  worker's  home  is  also  a  valuable  feature  of  the  land- 
settlement  schemes  of  Denmark,  of  Germany,  and  of  Australia. 

Nothing  is  more  instructive  than  a  study  of  the  qualifications 
of  the  men  who  secured  the  twenty-one  farm  laborers'  allotments 
on  the  first  California  settlement.  There  are  five  carpenters,  a 
shoemaker,  and  two  skilled  market  gardeners.  The  others  are 
men  who  understand  farm  life  and  farm  work,  are  sober,  indus- 
trious, dean-liN-ing  men.  One  has  a  capital  of  $4,700  well  in- 
vested. He  could  have  bought  a  farm,  but  he  has  been  working 
and  saving  as  a  farm  laborer  for  more  than  twenty  years  and  he 
had  no  desire  to  assume  the  risks  and  responsibilities  of  ownership. 
The  farm  laborers  in  this  community  belong  to  the  cooperative 
buying  and  selling  associations.  They  attend  and  participate  in 
the  meetings  which  consider  the  things  that  the  community  is  to 
do  for  its  common  welfare.  It  is  a  restoration  to  our  rural  life  of 
the  old  New  England  town  meeting,  the  thing  that,  as  much  as 
any  single  influence,  gives  capacity  for  self-government.  The 
only  capital  required  of  the  farm  laborer  is  money  enough  to 
meet  the  initial  payment  on  his  land  and  house.  He  can  pay  the 
rest  out  of  his  savings  because  the  amount  involved  is  far  less 
than  that  required  to  pay  rent  in  a  town. 
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The  Need  for  Long-time  Patmentb  and  Low  hnwman  Rai 

The  chief  reaaon  for  the  rapid  growth  of  tenaiitrjr  in 
years  is  that  the  rising  price  of  land  made  it  tmpiTwihIft  for  poor 
men  to  pay  for  famiii  in  tho  linie  whidi  private  owners  were  wilUaf 
to  give.  The  money  could  not  be  earned  out  of  the  sofl.  TUs 
mistake  must  not  l)e  repeated  in  soldier  settlementa.  The  time 
of  payment  ought  to  be  long  enou^  to  enable  the  settler  to  meet 
h'xa  payments  without  undue  anxiety,  risk  or  privation.  In  this 
country'  the  usual  time  for  farm  payments  has  been  five  years 
and  rarely  longer  than  ten  years.  In  Denmark,  tmder  state 
land  settlement  acts,  it  ia  from  50  to  75  years;  in  Gcrmanj,  50 
years;  in  Ireland,  68  years;  in  Australia,  31  to  86  years;  in  Call* 
fomia,  40  years;  and  Uie  conunission  on  soldier  settlement  in 
England  recommends  that  60  years  be  the  payment  period  theie. 

If  tlie  interest  rate  in  America  be  made  5  per  cent  and  the  pay* 
inents  are  amortized,  a  yearly  payment  of  6  per  cent  on  the  cost 
will  pay  for  the  farm  in  36  years;  8  per  cent  a  year  ^-ill  pay  off  Ike 
debt  in  20  years.  The  difference  between  6  per  cent  and  8  per 
cent,  in  the  case  of  some  strug^^g  settler,  may  mean  the  differ- 
ence between  being  able  to  keep  up  with  his  obligations  and  falling 
behmd  with  them,  hence  the  payment  period  ought  to  be  not  kse 
Uian  iO  years,  and  36  years  would,  in  some  cases,  be  preferable. 

Working  Out  Settlement  Plans 

The  conditions  under  which  settlers  are  given  farms  most  vary 
greatly  in  the  several  states.  The  methods  of  developroent  will 
also  vary  in  different  sections.  The  plan  of  operation  on  the 
neglected  farms  of  the  Atlantic  states,  on  the  great  unsettled 
areas  of  the  South  Atlantic  and  Gulf  seaboard,  and  on  the  arid 
lands  of  the  West,  must  be  entirely  different.  Our  soeoeM  is 
going  to  depend  in  large  measure  on  the  intelligence  which  we 
show  in  adjusting  methods  to  conditions. 

On  much  of  the  neglected  or  abandoned  farm  areas  I  have 
visited,  the  best  plan  would  be  to  put  the  settler  on  his  fann. 
Say  to  him  that  it  is  going  to  take  two  or  three  years  to  clear  the 
laml,  bring  the  soil  into  condition  to  produce  crops,  and  that  no 
I)aynient  vriW  be  required  during  that  time.  On  the  contrary* 
that  he  wiU  be  paid  for  every  acre  propcriy  cleared,  for  every  rod 
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of  fence  built,  and  for  t  Ik*  fortilizing  and  manuring  of  the  wom-out 
Imnds;  that  he  ^-ill  Ik»  lirljK^d  in  the  erection  of  farm  buildings, 
and  when  the  preparatory  part  is  over,  the  money  advanced  to 
pay  for  these  improvements  will  be  added  to  the  cost  of  the  farm, 
and  the  settler  will  then  begin  paying  for  an  improved  property. 

In  the  logged-off  land  and  in  areas  needing  irrigation  and  drain- 
age an  entirely  different  plan  must  be  followed.  Settlers  should 
not  lie  allotted  farms  on  these  lands  until  the  irrigation  and 
drainage  works  have  been  completed  and  the  arid  land  leveled 
for  the  application  of  water.  These  are  the  tasks  of  an  engineer 
and  not  of  a  farmer.  There  the  intending  settler  who  is  waiting 
for  his  farm  can  find  employment.  He  can  work  for  wages  while 
his  farm  is  being  made  ready  for  cultivation. 

In  every  settlement  there  needs  to  be  provision  for  expert 
assistance  and  direction  in  the  building  of  houses  and  other  im- 
provements, and  when  the  settlers  are  on  the  land  there  will  be 
needed  a  superintendent  who  will  be  the  confidential  adviser  of 
those  directing  this  movement  and  a  source  of  encouragement 
and  admonition  of  the  settlers.  He  will  advise  them  about 
farming  methods  to  save  them  from  the  consequences  of  inexpe- 
rience and  weakness.  The  government  will  have  to  depend  on 
him  for  advice  as  to  who  should  be  aided,  and  those  on  whom  aid 
will  be  thrown  away  because  they  lack  the  qualities  essential  to 
success.  In  many  ways  the  superintendent  of  the  settlement  is 
the  most  important  officer  connected  with  this  movement.  He 
must  understand  the  locality;  he  must  understand  the  kind  of 
farming  that  will  succeed  there;  he  must  have  tact  and  business 
judgment;  he  must  have  sympathy  for  those  who  strive,  and  firm- 
ness with  those  who  undertake  to  abuse  the  government's  gener- 
osity. In  every  settlement  the  first  three  years  will  be  critical, 
and  this  is  the  period  where  advice,  encouragement  and  direction 
will  not  only  mean  that  the  management  or  success  and  failure 
will  be  on  the  right  side,  but  it  will  do  much  in  the  crieation  of  the 
kind  of  agriculture  and  the  kind  of  rural  life  that  we  as  a  nation 
need,  and  which  nothing  but  community  organization  and  the 
mobilizing  of  the  expert  knowledge  of  the  coimtry  in  constructive 
action  will  create. 
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By  HCNBT  1*RATT  Pairciiild 


^W^'\NE  of  the  knottiest  problenu  which  will  have  to  be  faced  in 
^^    the  eiitabli^ment  of  a  world  state  or  a  league  of  natiooji 
will  be  the  question  of  the  movement  of  i)eople.    Under  the  na^ 
tional  economy  which  has  prevailed  hitherto,  every  state  has  aa- 
sunied  its  own  right  to  determine  what  should  be  the  ooostituents 
of  its  population  so  far  as  extrinsic  contributions  were  coooemed — 
in  other  words,  the  right  to  control  iiiunigration — and  few  stmlea, 
with  the  exception  of  Japan*  have  questiontnl  the  legal  or  moral 
right  of  other  states  to  make  such  a  determination.    On  the  other 
liaTxi,  few  modern  states  have  found  it  expedient  to  place  limita- 
tions iifmn  the  movements  of  their  own  people  wifln'n  their  own 
territory-. 
\Mietlier  tlie  era  of  internationalism  which  is  now  dawning  re- 
I.     %    ii     formation  of  a  world  state,  or  in  a  more  looaly  co- 
ague  or  federation  of  self-detennining  units,  in  either 
•  :!^<*  there  can  be  only  two  general  alternatives  as  regards  migra- 
^.    Either  there  wall  be  a  free  right  of  passage  over  the  entire 
itory  included  in  the  state  domain,  analogous  to  the  preaent 
t  of  travel  within  a  given  countr>',  or  else  restrictions  must  be 
placed  by  the  central  authority,  or  by  the  federated  states  in  ac- 
t-ordance  with  a  common  agreement  and  consent,  with  respect  to 
lioundaries  broadly  similar  to  those  which  now  separate 
nations.     In  the  former  case,  there  would  be  introduced  the 
{trinciple  of  discrimination  within  a  given  jurisdiction;    in  the 
^  "t  r,  the  way  would  be  left  open  to  unpredictable  bitterness, 
ousy  and  disseusion.     Either  solution  is  full  of  uncertainties 
and  dangers. 

It  is  the  purpose  of  this  paper  to  show  that,  great  as  are  the 
difBcuItios  of  migration  control  under  a  world  government,  for 
tlie  present  the  scientific  and  only  safe  course  is  to  insist  upon  re- 
strictions (so  far  as  the  United  States,  at  least,  is  oonoefned) 
at  least  as  rigorous  as^those  which  were  in  operation  before  the 
outbreak  of  the  war.  The  demonstration  ol  such  a  proposition 
calls  for  a  matter-of-fact,  impersonal  analysis  which  seems  at 
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first  to  ignore  the  claims  of  hmnanitarianism  and  universal  broth- 
criiood,  and  yet  is  as  fully  legitimate  as  if  the  subject  under  dis- 
cuflDon  were  the  transplantation  of  fruit  trees,  or  the  control  of 
riw  currents. 

Tlie  ultimate  goal  of  the  present  convulsion,  the  military  phases 
of  which  have  happily  terminated,  and  the  political  and  social 
phaaes  of  which  have  just  begun,  is  the  establishment  of  universal 
democracy'.  Democracy  is  composed  of  various  elements,  and  is 
difficult  of  definition  or  description.  But  of  its  material  elements 
there  is  no  better  embodiment  and  criterion  than  the  standard 
of  li\nng  of  the  common  people.  Where  the  standard  of  living  of 
the  people  is  high,  relative  to  the  general  producing  power  of 
their  territory,  there  democracy  flourishes,  by  whatever  name 
the  government  may  be  called.  Where  the  masses  live  on  a  low 
plane  of  comfort,  democracy  languishes  and  dies,  however  great 
may  be  the  tabulated  wealth  of  that  nation.  Speaking  of  the 
world  at  large,  if  a  higher  standard  does  not  result  for  the  great 
bulk  of  mankind,  all  this  blood  will  have  been  shed  largely  in  vain. 
If  there  should  result  a  general  lowering  of  the  standard  over  the 
entire  globe  it  would  be  an  unspeakable  calamity,  dwarfing  all  the 
untold  horrors  and  losses  of  the  conflict  itself. 

For  the  remainder  of  this  discussion,  let  us  lay  to  one  side  all 
question  of  the  inferiority  and  superiority  of  racial  stocks,  and 
think  only  of  the  tangible  values  of  material  comfort  and  spiritual 
welfare,  about  which  there  can  hardly  be  a  difference  of  opinion. 
What  is- the  obligation  of  the  United  States  with  reference  to 
maintaining,  and  if  possible  raising,  the  standard  of  living  of  the 
great  masses  of  mankind,  of  whatever  race  or  affiliation? 

The  naive  answer  to  this  question  might  easily  be  that  our  duty 
is  to  share  our  blessings  as  liberally  and  impartially  as  may  be 
with  all  those  who  care  to  participate  in  them,  all  the  more  so, 
since  our  losses  in  defense  of  democracy  have  been  so  trivial  in 
comparison  with  those  of  our  gallant  Allies  who  have  borne  tli 
burden  of  the  conflict.  If  there  were,  before  the  war,  hosts  of 
conacimtious,  intelligent  people  who  were  ready  to  throw  our 
doon  wide  open  to  "the  down-trodden  and  oppressed  of  every 
land,"  there  will  be  more  now  who  will  conceive  it  as  the  acme 
of  national  selfishness  if  we  refuse  asylum  to  the  would-be  refu- 
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gees  who  i^ill  aeek  to  etctpe  the  drudgery  and  hardihipt  of*Uie 
reconMtruciion  period  in  Europe. 

Let  ua  set  down  certain  banc  coosideratioai  bearing  upoa  tkt 
question,  witli  n^ference  to  which  there  will  be  general  agrenMRt 
and  which  will  clarify  the  more  dubious  etepe  of  the  argument. 
In  the  first  place,  there  is  littJe  doubt  that  before  the  war  the 
people  of  the  United  States  enjoyed  a  higher  standard  of  itvii^ 
than  any  other  considerable  nation.  This  was  ours,  not  became 
of  any  special  merit  of  our  own,  but  because  of  the  peculiariy 
fortunate  conjunction  of  land,  climate  and  historical  developiaept 
which  has  given  us  an  unparalleiled  command  over  the  aoorees  of 
wealth.  Our  standard  is  rather  in  the  nature  of  a  free  gift  than  an 
achievement.  In  the  second  place,  it  will  hardly  be  denied  that  if 
the  spirit  of  universal  brotherhood  is  to  dominate  the  world,  those 
of  us  who  have  been  fortunate  enough  to  have  our  lot  cast  in  this 
bountiful  land  must  not  sedc  to  monopolise  these  bletriofs  en- 
tirely for  oursdves,  just  because  we  happen  to  be  now  in  posses 
sion  of  them,  or  because  the  nation  of  which  we  are  the  constituent 
parts  has  "owned"  them  for  a  century  and  a  half.  Surely  the 
modem  thing,  the  altruistic  thing,  the  post-magnum-beUum  thing 
to  do  is  to  share  these  benefits  as  unreservedly  as  poaible,  par- 
ticularly with  those  suffering  peoples  with  iriiom  we  have  been  to 
dosdy  associated  during  a  year  and  a  half  of  war.  The  crucial 
question  is  whether  or  not  we  can  best  share  them  by  allowing  the 
indi\idual  representatives  of  those  and  other  peoples  free  access 
to  the  land  from  which  we  draw  our  wealth  and  power. 

No  space  need  be  devoted  to  a  portrayal  of  the  dire  conditions 
which  would  result  if  large  contingents  of  foreign  labor  should  be 
admitted  to  this  country  within  two  or  three  yearsfrom  the  prsMnt 
date.  It  is  painfully  obvious  that  we  shall  have  all  that  we  can  do 
to  handle  the  problems  of  demobilization  of  our  own  army,  and 
readjustment  of  our  industrial  situation,  without  serious  injury 
to  our  standards  of  wages  and  working  conditions.  Sueh  an  im- 
migration as  was  normal  during  a  busy  year  before  the  war  would 
now  be  an  intolerably  complicating  factor.  Probably  this  wiD  be 
prevented  without  any  direct  action  by  the  use  of  shippinf  far 
other  purposes,  and  other  contributory  forces.  But  if  it  should 
transpire  that  the  current  of  immigrant  labor  began  to  How  oner 
more  while  our  army  was  still  being  demobiliaed*  such  a  cumni 
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dioiild  certainly  be  checked  by  effective  means,  however  drastic. 
The  larger  problem,  however,  has  to  do  with  the  effects  which 
may  be  expected  to  follow  the  resumption  of  immigration  when 
peaoe  coDdHioiis  are  measurably  restored. 

Modem  immigration,  as  is  recognized  by  all  authorities,  is 
lai^dy  an  economic  phenomenon,  that  is,  it  represents  a  search 
for  a  higher  standard  of  living.  Almost  without  exception,  the 
countries  which  furnish  large  bodies  of  immigrants  to  the  United 
States  have  a  standard  lower  than  ours,  or  at  least  the  classes 
whidi  emigrate  have  a  lower  standard  than  similar  classes  in  this 
country.  More  than  that,  our  general  standard  is  so  much  higher 
than  that  of  most  foreign  coimtries  that  our  lowest  economic 
clnmrn  have  a  standard  above  that  of  much  higher  classes  in  other 
lands.  Immigration,  therefore,  represents  the  introduction  of 
lower  standards  into  a  country  of  higher  standards. 

The  immigration  of  foreign  labor  to  the  United  States  tends  to 
lower  the  standard  of  living  of  our  working  classes.  It  numer- 
ically increases  the  supply  of  workers  bidding  for  employment  and 
theref(»re  tends  to  lower  the  prevailing  wage  or  at  best  prevent  it 
from  rising.  This  is  a  sufficiently  serious  influence,  but  if  the 
immigrants  were  habituated  to  the  same  standard  as  the  natives, 
80  that  the  effect  was  exclusively  numerical,  the  result  would  not 
be  necessarily  calamitous,  especially  in  times  of  expanding  in- 
dustry when  immigrants  come  most  freely.  Immigration,  how- 
ever, has  an  influence  much  more  powerful  and  much  more  dis- 
astrous, that  is  directly  connected  with  the  standard  of  living 
itsdf. 

The  introduction  of  a  relatively  small  contingent  of  foreign  labor 
into  an  industrial  country  may  have  a  depressing  effect  upon  the 
standard  of  living  of  the  working  people  in  that  country  out  of  all 
proportion  to  the  numbers  involved,  provided  that  the  immigrants 
are  accustomed  to  a  definitely  lower  standard  than  the  natives. 
The  process  may  be  schematically  described  as  follows:  Suppose 
that  there  is  in  the  United  States  an  industrial  town  centering 
about  one  great  plant  which  is  the  economic  backbone  of  the  com- 
munity. Suppose  that  this  plant  employs  10,000  people,  the 
bulk  ol  the  wage-earners  of  the  town.  These  workers  are  reason- 
ably efficient,  and  receive  wages  sufficient  to  enable  them  to  main- 
tain their  families  in  a  fair  degree  of  comfort.    Say  that  the  aver^ 
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n^r  (l.iiiy  wage  ruiiB  about  i^.uu.  into  uu»  luwn  Uicrc 
iiioriiiiiK  a  group  o(  500  raw  immigranU  in  chmrgie  of  a  labor  im* 
porUT.  These  foragnen  are  men  not  materially  inferior  in  oeo- 
noinic  productivenets  to  Uie  natives  of  the  town.  But  they 
have  previously  lived  in  a  country  where  the  ooodiUona  of  eai- 
istence  are  so  much  inferior  that  their  customary  wage  is  Iheeqiihr* 
olent  of  only  $1.50  of  American  money.  To  receive  a  wage  of 
t8.00  a  day  would  therefore  enable  them  to  raise  their  standaid 
very  decidedly,  and  they  will  snatch  at  the  chance  to  work  for 
such  a  wage.  Immediately  upon  their  arrival,  the  labor  agent 
goes  to  the  superintendent  of  the  plant  and  offers  him  500  laborers 
at  t2.00  apiece.  The  8Ui)erintendent  looks  them  over»  hnnoMiM 
convinced  tbat  they  can  do  the  work  approzimaieiy  as  weQ  as 
his  present  workers  and  agrees  to  take  them  on.  He  then  caOs 
in  his  foremen,  and  together  they  select  the  500  least  efficient  of 
the  $S.0O  men,  who  are  thereupon  informed  that  they  are  to  be 
discharged.  Upon  learning  the  reason,  they  protest  that  thcgr 
have  their  homes  and  families  in  the  town,  they  do  not  know  where 
else  to  find  emplo^^ment,  and  rather  than  lose  their  jobs  alto> 
gethcr  they  will  accept  the  wage  offered  to  the  foreigners.  WHb 
a  show  of  generosity,  the  superintendent  offers  to  pay  them  $iM 
a  day,  and  they  go  back  to  their  places.  In  the  meantime  the 
group  of  foreipiers  are  still  available.  Therefore  the  nest  moat 
ineilicient  group  of  500  employes  is  selected,  and  the  process  re- 
peated, with  the  same  result.  So  it  goes  on,  until  eventually 
<  \  try  one  of  the  10,000  original  workers  has  had  his  pay  reduced 
by  lifty  or  seventy-five  cents.  At  the  same  time,  not  one  of  the 
inmiigrants  has  been  employed,  and  in  the  evening  the  group  de- 
parts to  try  its  luck  ebewhere. 

It  goes  without  saying  that  in  the  complicated  life  oi  the  oatioo 
at  large  the  process  does  not  go  on  so  simply  and  mechnnieaBy  M 
this.  But  exactly  this  principle  is  at  work,  however  much  its 
operation  may  be  masked  by  contributory  forces.  There  can  be 
no  doubt  that  the  competition  of  laborers  habituated  to  a  lower 
standard  is  the  most  pernicious  and  insidious  force  which  can 
attack  the  standard  of  living  of  Uie  workers  of  a  modem  indostiial 
democrac}'.  It  has  been  well  stated  that  there  is  a  Grtnhim*s 
law  in  the  industrial  world,  whereby  the  poorer  labor  drives  oal 
the  better,  and  the  lower  standard  eliminates  the  higher. 
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There  can  be  no  question  that  free  iitunigration  of  foreign  labor 
thoroughly  undermines  the  standards  of  our  common  people. 
The  process  was  already  beginning  to  tell  disastrously  before  the 
war,  and  would  be  immeasurably  augmented  if  immigration  should 
again  go  on  unchecked,  now  that  there  will  be  so  much  added  in- 
centive for  the  tax-burdened  natives  of  European  countries  to  seek 
this  land. 

The  worst  of  the  whole  matter  is  that  there  is  no  limit  to  the 
pfocesB.  The  drawing  off  of  a  sufficient  number  of  laborers  from 
audi  countries  as  India  and  China  to  destroy  our  own  standard 
would  produce  no  appreciable  benefit  in  those  countries,  for  the 
simple  reason  that  it  would  not  reduce  the  pressure  of  population 
there,  and  therefore  could  not  raise  their  standard.  A  million 
immigrants  a  year  perpetually  could  easily  be  drawn  from  China 
without  decreasing  its  population  in  the  least:  The  logical  out- 
come of  free  immigration  of  workingmen  under  modem  conditions 
of  comj)etitive  bargaining  for  labor,  as  General  Walker  pointed 
out  long  ago,  is  the  reduction  of  the  standard  of  living  of  all  coun- 
tries to  one  dead  level,  and  that  the  level  of  the  originally  most 
degraded  and  backward  of  them  all. 

It  needs  no  argument  to  show  that  the  United  States  is  not 
called  upon  to  sacrifice  her  standard  for  the  sake  of  mere  unreason- 
ing sentimentality.  She  would  be  most  recreant  to  her  trust  if 
she  did  so.  Standards  of  living  once  lost  can  hardly  be  regained. 
It  b  our  duty  as  a  nation,  our  duty  to  humanity  in  the  highest 
of  the  word,  to  protect  oiu-  standard,  in  order  that  it  may 
as  a  model  and  goal  for  the  striving  democracies  in  other 
lands,  and  that  we  ourselves  may  be  in  a  position  to  help  those 
democracies  to  climb  somewhere  near  to  the  plane  of  their  ideab. 

The  question  of  immigration  after  the  war  b  often  stated  as  the 
problem  of  whether  we  need  to  protect  ourselves  against  the  dump- 
ing of  cripples  and  incompetents  from  foreign  sources.  The 
real  question  b,  how  we  may  protect  ourselves  from  the  able- 
bodied  woricers  of  less  fortunate  lands.  Paradoxical  as  it  may 
aeem,  we  have  much  less  to  fear  from  the  man  who  cannot  earn 
hb  living  than  from  the  man  who  can.  This  b  a  rich  country,  and 
we  could  well  afford  to  support  for  the  rest  of  their  lives  tliousands 
of  the  physical  wrecks  of  war  from  England,  France,  Belgium, 
Italy,  Greece,  Russia  and  Serbia.    It  would  be  but  a  slight  recog- 
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nition  of  our  debt  to  those  oountries  who  have  |Mud  to  much 
for  the  lir  -*  -     f  the  world  than  we  have  if  our  militaiy 
and  cant.'  >  were  gradually  trauformed  into  homoi  lor  aa 

many  disabled  victims  as  our  Allies  chose  to  send  us  (under  proper 
government  supervision  to  prevent  abuse),  while  we  taxed  our* 
selves  Uberally  for  their  lifelong  ifuppoK  and  comfort*  This 
would  cost  us  nothing  but  money.  But  to  |)ermit  the  free  trans* 
ference  of  the  labor  from  those  countries  to  this  under  cooditiona 
which  meant  the  disruption  of  our  own  standards  would  cost  us 
our  very  life,  and  worst  of  aU,  would  cost  us  our  ability  to  be  of 
real  and  permanent  help  to  less  foKunate  lands. 

The  foregoing  discussion  rests  upon  the  assumption  that  in 
general  the  present  economic  system  will  prevail, — private  owner- 
ship of  capital,  competitive  wage-bargaining,  individual  respon- 
sibility for  family  living  conditions,  etc.  ^Vhat  might  happen 
under  conditions  of  socialism,  or  a  world-wide  mim'nmm  wage  is 
merely  matter  for  conjecture — except  that  it  is  hard  to  cooodve 
of  any  minimum  wage  which  would  not  speedily  break  down  under 
conditions  of  free  immigration. 


Seven  Points  for  a  Reconstruction  Labor  Policy 
By  V.  EvERiT  Macy 

A  YEAR  and  a  half  ago  we  were  little  prepared  for  war. 
Our  fonn  of  government,  our  habits  of  life,  were  based  on 
pcAoe  requirements.  Our  entry  into  the  war  came  with  short 
notice,  only  two  months  elapsing  between  the  introduction  of 
ruthless  submarine  warfare  and  the  declaration  of  war. 

Now,  apparently,  we  are  as  little  prepared  for  an  orderly  re- 
turn to  peace  as  we  were  for  war.  Here  again  the  possibility  of 
such  a  changed  condition  has  been  evident  for  not  much  more  than 
two  months.  The  new  feature  in  the  past  war  was  that  victory 
i^uired  not  only  a  fighting  force  with  high  morale,  but  an  in- 
dustrial force  behind  the  line  with  an  equally  high  morale  and 
unlimited  raw  materials.  In  order  to  keep  a  well-equipped  and 
well-fed  army  of  two  million  men  in  Europe,  it  was  necessary  to 
have  an  organization  of  twelve  to  fifteen  million  men  in  war  indus- 
tries and  transportation. 

Just  as  an  army  cannot  fight  in  the  field  without  thorough 
organization,  an  industrial  army  cannot  produce  the  necessary 
supplies  without  organization.  It  has  been  our  pride  that  our 
government  has  not  attempted  to  control  or  direct  our  industrial 
activities.  It  was  no  small  task,  therefore,  to  organize  and  of 
necessity,  centralize  control  of  the  industrial  life  of  one  hundred 
million  people  accustomed  to  regulate  their  own  affairs  individu- 
ally. The  mere  size  of  the  country  with  widely  varying  condi- 
tions made  the  task  seem  almost  impossible  of  accomplishment. 

The  longer  the  war  continued,  the  more  apparent  became  the 
neceadty  for  control  and  centralization,  and  like  other  countries 
we  learned  that  ** business  as  usual*'  was  just  as  impossible  as 
"live  as  usual"  or  ''think  as  usual." 

Even  after  a  year  and  eight  months  our  industrial  war  ma- 
chinery is  not  sufficiently  complete  in  its  control  to  prevent  an 
eioesnve  labor  turnover,  and  consequently  inefficient  production. 

It  is  only  necessary  to  mention  a  few  of  the  various  agencies  by 
means  of  which  the  government  has  exercised  control  and  cen- 
tralised responsibility,  to  realize  how  far  we  have  travelled  from 
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our  ways  of  peace.  Aj  an  example,  we  have  iht*  War  ImJiutrM 
Board  and  its  control  over  all  raw  supplies,  the  War  Trade  Board 
eoDtroUing  all  foreign  commerce,  the  Pud  Administration,  aod 
the  several  labor  adjustment  agencies. 

What  we  must  now  realize  is  that  it  will  probably  take  us  Umgif 
to  r<*tum  to  our  fomicT  peace  conditions  in  industry  than  it  baa 
required  for  us  to  develop  a  smooth-working  war  machine.  It 
takes  less  time  to  consolidate  and  centralize  than  to  separate  a 
consolidation  into  its  component  parts,  or  to  decentralise.  We 
now  have  the  famous  problem  of  "unscrambling  the  fggs.^ 

Most  of  the  legislation,  executive  orders  or  agreements  crealiBg 
these  controlling  bodies  provide  for  their  dissolution,  either  upon 
the  termination  of  the  war  or  shortly  thcrrafter.  If  these  stabi- 
lizing forces  are  at  once  removed  will  not  Europe,  short  of  food, 
fuel,  and  all  necessities,  be  willing  to  sweep  our  country  dean  of 
all  supplies?  Unless  our  exports  are  controlled,  will  the  poorest 
countries  and  those  that  have  suffered  the  most  get  their  share? 
Can  they  afford  to  enter  a  scramble  of  such  unlimited  bidding  as 
will  result  from  the  removal  of  all  government  regulation?  WOI 
our  own  industries  be  aided  or  hindered  if  each  manufacturer  is 
free  to  bid  for  his  materials  and  labor  as  he  thinks  best?  Could 
an\  thing  but  utter  chaos  result  from  any  such  attempt  to  im- 
mediately return  to  pre-war  conditions? 

No  phase  of  our  industrial  problem  will  be  more  difficult  to  re- 
adjust than  that  of  labor,  for  labor  indudes  the  human  problem. 
Whether  the  coming  changes  to  peace  conditions  are  made  with 
a  minimum  of  friction  depends  entirely  on  whether  a  spirit  of 
cottperation  is  shown  by  the  conservative  and  constructive  labor 
leaders  and  large  employers  in  working  together  with  erisHng 
government  agencies.  It  cannot  be  accomplished  by  any  ooe  of 
these  three  interested  parties  alone. 

Prom  my  experience  during  the  past  year  and  a  half  I  would 
emphasize  tlic  following  points: — 

1.  The  War  Department,  Navy,  Shipping  Board,  and  Labor 
Department  should  consult  together  as  to  what  cootracts  in- 
volving purely  war  material  should  be  immediatdy  canceBed  and 
what  contracts  for  products  having  peace  values  should  continue. 
For  instance,  thei  need  for  ships  is  still  so  pressing  that  this  in- 
dustry might  be  speeded  up,  thus  providing  work  for  many  men 
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thrown  out  of  employment  by  the  cancellation  of  ammunition 
or  aeroplane  contracts.  The  housing  program  in  overcrowded 
cities  oould  well  be  continued.  The  indiscriminate  cancellation 
of  oontncts  cannot  but  result  in  dangerous  unemployment,  great 
finm^nftl  loss  to  employers  and  waste  of  government  money. 
The  government  cannot  suddenly  throw  into  the  streets  large 
bodies  of  men  who  have  previously  been  earning  unusually  liigh 
wages  without  producing  among  them  a  strong  feeling  of  resent- 
ment and  unrest. 

2.  The  National  Employment  Service  should  be  strengthened 
and  extended  to  aid  in  transferring  men  and  women  from  war  to 
peace  industries. 

8.  Careful  plans  should  be  developed  for  the  placement  of  the 
4,500,000  soldiers  before  they  are  demobilized. 

4.  Better  organization  among  the  employers  is  necessary,  for 
without  organization  there  can  be  no  real  leadership  and  no  con- 
structive program  can  be  carried  out.  It  w^ould  also  seem  most 
essential  that  where  associations  of  employers  do  exist,  the  mem- 
bership should  have  a  greater  sense  of  loyalty  to  that  association. 
They  can  learn  much  from  the  members  of  the  labor  organiza- 
tions in  the  way  of  sinking  their  personal  interests  for  the  good  of 
all  in  the  industry.  The  industries  in  which  capital  and  lal)or 
are  both  well  organized  and  work  under  trade  agreements,  are  the 
ones  in  which  the  fewest  labor  difficulties  occur. 

5.  It  is  obvious  that  a  people  will  not  be  content  to  sacrifice 
their  all  for  democracy  in  a  war,  and  when  peace  is  won  have 
nothing  to  say  about  the  terms  and  conditions  under  which  they 
q)end  half  their  waking  hours.  Whether  we  like  it  or  not,  whether 
we  arc  going  in  the  right  direction  or  not,  we  are  living  in  a  period 
of  organisation.  The  day  of  unrestricted  individualism  is  gone. 
There  is  no  more  reason  to  insist  that  those  whose  labor  is  their 
capital  should  deal  as  individuals  than  that  each  capitalist  should 
be  in  business  by  himself.  If  people  have  a  right  to  pool  their 
cash  capital  in  a  corporation,  the  laborers  have  the  same  right  to 
pool  their  labor  capital  in  a  imion  and  deal  collectively. 

If  an  employer  does  not  wish  to  enter  into  an  agreement  with  a 
union,  that  is  his  privilege,  but  he  certainly  cannot  justly  refuse 
to  enter  into  an  agreement  on  wages  and  working  conditions  with 
a  committee  representing  his  own  employes.    In  dealing  with  a 
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recognizee!  union  the  employer  hat  the  advaoUffe  ol  knowinf  the 
union  is  protecting  him  from  unfair  <  'Mon  mm  to  wifes  and 

hours  by  competing  firms,  while  a  cou.;....u^  ul  his  own  enplogras 
can  give  no  such  guarantee.  If  the  employiers  and  nen  in  aa  i»- 
flufllry  are  thoroughly  organised,  wages  and  conditions  can  thus 
be  stabilized  and  the  turnover  of  labor  caused  by  the  men  chaag • 
ing  from  shop  to  shop  to  get  better  wages  can  be  avoided. 

It  must  be  remembered  that  early  in  the  war  a  committee  of  six 
employers,  representing  the  National  Conference  Board*  and  six 
n^presentatives  of  organised  labor  drew  up  a  series  of  principles 
for  the  guidanc^e  of  the  government  during  the  war.  (hie  of  these 
principles  was  that  no  man  should  be  denied  the  right  to  join  a 
union.  All  government  labor  adjustment  agencies  have  reeof- 
nised  this  principle  and  the  consequence  has  been  that  sinee  the 
fear  of  being  discharged  or  discriminated  against  for  beloBgiBg  to  a 
union  has  been  removed,  hundreds  of  thousands  of  men  and  woomb 
have  become  members  of  labor  organizations.  The  employes  In 
many  industries,  who  Ix^fore  the  war  were  not  members  of  a  trade 
union,  are  now  fully  organized. 

A  serious  danger  created  by  this  rapid  increase  in  union  mem* 
bership  is  that  the  new  recruits  to  unionism  are  not  disciplined 
in  the  methods  or  responsibilities  of  organisation,  and  like  all  new 
converts  will  be  apt  to  resort  to  fanatical  and  unwise  measures. 
It  is  in  backing  the  strong  and  conservative  leaders  of  old  and  well* 
managed  imions  that  employers  can  do  most  to  safeguard  their 
own  interests  and  the  welfare  of  the  nation.  Otherwise,  with  their 
new  and  untried  power,  the  leadership  of  the  unions  may  pass  Into 
radical  and  irresponsible  hands.  If  we  are  to  have  a  comparatively 
smooth  return  to  peace  conditions  in  industry,  these  facts  most  be 
recognized. 

Most  of  the  friction  arising  between  employers  and  Ulwr 
organizations  is  due  to  the  arbitrary  attitude  of  some  foreman  who 
is  jealous  of  his  dignity,  or  of  similarly  stupid  action  on  the  part  of 
local  union  officials  who  wish  to  display  their  importance.  If  the 
men  and  the  employers  are  well  organised  and  deal  with  each 
other  as  national  or  district  organimtions,  friction  would  be  much 
reduced.  As  a  rule  the  more  important  the  position  held  by  a 
r  his  knowhMlfle.  the  broader  his  vision  and  the 


man  the  greater  his  knowledge,  the  broader 

wider  his  txpmeoot.    As  he  assumes  responsibility  he 
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oomervative.  As  long  aa  labor  questions  are  left  to  men  in  sub- 
onlinatc  podtioos,  whetlier  in  a  plant  or  union,  men  with  very 
limited  e]q>erienoe  or  opportunities,  one  is  bound  to  meet  with 
ignoranoe  and  prejudice. 

6.  Just  as  it  has  been  impossible  during  the  war,  and  will  be 
impossible  immediately  on  the  return  of  peace,  to  permit  the  free 
play  of  the  law  of  supply  and  demand,  and  has  therefore  been 
neoettary  to  control  the  price  of  raw  materials  or  finished  products, 
80  will  it  be  disastrous  to  leave  the  questions  of  wages  and  hours  to 
be  determined  by  this  same  law.  There  is  not  a  suflScient  supply 
of  Ubor  to  meet  the  demands  of  industry,  for  while  milHons  of  men 
are  still  in  the  army  and  immigration  is  cut  off,  the  shortage  will 
probably  continue.  If  all  labor  adjustment  agencies  are  at  once 
suspended  and  each  employer  is  left  free  to  bid  as  he  chooses,  men 
will  be  drawn  from  shop  to  shop  at  ever  increasing  prices  and  a 
lenened  output,  due  to  the  constant  shifting. 

In  applying  the  law  of  supply  and  demand  to  the  supply  of  labor, 
people  forget  that  labor  is  not  like  raw  material,  for  labor  cannot 
be  separated  from  the  individual  who  performs  the  labor.  The 
law  of  supply  and  demand  can  only  apply,  therefore,  within  certain 
limits.  A  man,  in  order  to  render  an  eflScient  return  for  the  wage 
he  receives,  must  have  sufficient  food,  rest,  reasonable  conditions 
for  his  family  and  some  relaxation.  His  wage  cannot  go  below  a 
certain  point  and  permit  of  his  retaining  his  productivity.  Wages 
must  therefore  bear  some  relation  to  the  cost  of  living.  We  can- 
not expect  a  general  and  sudden  drop  in  present  wages  unless 
there  is  a  corresponding  lowering  in  the  cost  of  living.  In  many 
occupations,  however,  owing  to  the  pressure  of  war  and  the  lack 
of  sufficient  government  control,  wages  have  risen  far  in  excess  of 
the  increased  cost  of  living  and  out  of  all  proportion  to  the  value 
of  the  service  rendered.  The  only  stabilizing  influences  have 
been  the  various  government  boards,  whose  duty  it  has  been  to 
adjust  wages.  The  employers,  on  the  other  hand,  have  been  the 
most  demoralizing  influence  and  on  their  shoulders  must  rest  the 
responsibility  for  any  excessive  wages  that  are  now  being  paid. 
They  have  evidently  thought  that  by  doubling  the  wage  they 
oould  double  the  number  of  available  men.  They  have  fol- 
lowed the  policy  of  simply  bidding  higher  and  higher  without  re- 
gard to  whether  U^  meQ  were  drawn  from  non-esseAtial  industries 
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or  the  most  important  war  work.  Where  the 
dee  have  tried  to  rettram  this  practioe*  the 
sorted  to  deception.  They  have  HawWed 
they  were  doing  laborers'  work;  as  skilled  »»*>^*ff}i*t,  when  thtf 
were  helpers;  called  them  foremen  when  they  were  doing  »•• 
chanics*  work;  paid  them  for  more  work  than  was  actnaOy  dons, 
offered  excessive  payment  for  overtime;  and  permitted  the  men  to 
lay  off  during  regular  hours  and  week-days,  so  as  to  enable  then 
to  work  more  overtime  and  on  Sundays  at  extra  pay.  These 
are  some  of  the  methods  employed  to  draw  men  to  a  particular 
plant  at  the  sacrifice  of  production. 

You  may  ask  how  the  employer  could  afford  such  practices, 
lie  could  not  in  normal  times,  under  normal  competitive  ooodi- 
tions.  Remember,  however,  that  the  government  required  tlie 
labor  of  more  men  in  war  industries  than  there  were  men.  The 
<  i!iployer  did  not  have  to  sell  his  goods  on  a  competitive  "^*V**t 
for  the  government  was  taking  all  he  could  produce  and  demand- 
ing more.  The  government  was  therefore  pajring  the  bill,  in- 
cluding the  excessive  wage.  An  employer  apparently  argued 
that  if  he  could  get  the  reputation  of  being  Uberal  while  Us 
competitor  adhered  to  a  lower  scale  of  wages,  he  would  get  tht 
best  and  greatest  number  of  men  and  so  could]tum  out  more  war 
material  and  make  more  profits.  He  did  not  stop  to  think  that 
by  so  doing  he  might  draw  men  from  equally  important  war 
work.  These  facts  explain  much  of ^  the  'cause  for  the  present 
high  average  of  earnings. 

The  employers  who  had  direct  contracts  with  the 
and  therefore  had  to  abide  by  wage  scales  fixed  by 
agencies,  were  at  a  disadvantage,  owing  to  the  uncontrolled  bid- 
ding up  of  wages  by  subcontractors  who  had  no  direct  govern- 
ment contact  and  were  therefore  not  held  to  any  particular  wage 
scale.  An  excellent  example  of  such  a  situation  is  that  of  die 
coppersmith  trade,  in  the  shipyards.  The  Shipbuilding  Labor 
Adjustment  Board  fixed,  in  April,  seventy-two  and  one-half  cents 
an  hour  for  the  coppersmiths  in  the  yards  on  the  Atlantic  Coait. 
The  outside  shops  at  once  bid  eighty-five  cents  and  ninety  cents  an 
hour  and  took  seventy-five  per  cent  ol  the  coppersmiths  out  ol 
the  shipyards,  with  the  result  that  the  shipyards 
to  sublet  their  coppersmith  work  to  outside 
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not  equipped  with  the  expensive  machinery  necessary  to 
perform  the  work  cflBciently,  so  that  each  coppersmith  could 
produce  leas  in  a  day  than  if  he  had  remained  in  the  shipyard. 
If,  however,  the  Labor  Adjustment  Board  had  authorized  an  in- 
creie  in  the  scale  to  meet  the  outside  shop  rate,  the  subcontrac- 
tor! would  merely  have  advanced  their  rates  ten  or  fifteen  cents 
morel  for  the  number  of  coppersmiths  was  limited  and  there 
were  no  more  to  be  had.  Thus,  through  the  competition  of  em- 
ployers for  labor,  the  government  was  compelled  to  pay  an  exorbi- 
tant price  for  all  coppersmith  work  used  in  the  construction  of 
flhips.    The  same  situation  was  more  or  less  true  in  all  other  crafts. 

7.  While  a  law  requiring  compulsory  arbitration  is  of  little  value 
where  large  numbers  are  involved,  as  it  is  impossible  to  punish 
thousanda  ol  violations,  there  is  much  to  be  gained  by  an  agree- 
ment between  employers  and  unions  to  arbitrate  all  grievances. 
It  would  seem,  therefore,  that  one  of  the  most  effective  means  of 
obtaining  a  rapid  and  orderly  change  in  industry  from  war  con- 
ditions to  those  of  peace  would  be  the  establishment  of  boards  of 
arbitration  composed  of  representatives  of  organized  employers 
and  organized  labor,  with  an  agreement  that  no  strike  or  walkout 
should  take  place.  As  soon  as  the  government  ceased  to  take  the 
greater  part  of  the  output  of  any  industry,  then  the  Govern- 
ment Labor  Adjustment  Agency,  having  jurisdiction  in  that  field, 
should  be  dissolved.  The  responsibility  for  maintaining  peace 
and  production  in  that  industry  should  then  be  placed  in  a 
board  of  employers  and  employes  as  described  above.  As  long, 
however,  as  the  government  interest  is  paramount,  the  present 
government  boards  should  remain. 

Never  has  there  been  a  time  when  clear  thinking  and  patience, 
together  with  a  willingness  to  submerge  one's  personal  interests  in 
the  welfare  of  the  nation,  were  more  necessary.  Unless  our  citi- 
as  a  whole  prosper,  we  cannot  prosper  as  a  nation. 


Federal  Policies  for  Women  in  Induiitry 

By  Mary  Van  Klerck 

lA/'ITII  the  ngning  of  the  armittioe,  women  in  induf  try  aaiumrd 
^  ^  a  potitioo  in  the  public  mind  rftdiodly  diffcfcni  frooi  Ihor 
status  two  weeks  earlier.  Two  weeks  before,  govenunent  ^^^"^^^K 
oinployers,  the  wives,  mothers  and  friends  of  soUicn  and  all  the 
rest  of  the  general  public  were  showing  lively  interest  in 
ing  women  to  undertake  new  occupations  in  order  to 
for  the  war  and  to  serve  with  adequate  supplies  those  alreadj  at 
the  front  With  peace  in  sight  the  change  seemed  to  be  swift  and 
radical.  The  question  hoard  most  frequently  was  whether  women 
would  now  retire  from  industry.  At  least  one  central  labor  unioa 
passed  a  resolution  calling  upon  women  to  give  up  their  positions 
in  order  that  there  might  be  place  for  returning  soldiers.  For  the 
moment  it  seemed  as  though  the  remarkable  recognition  of  the 
importance  of  women's  work  in  the  war  was  leaving  no  penmowBt 
impression.  The  old  idea  that  their  position  in  industry  was  a 
transient  one  was  now  uppermost  in  the  public  mind  with  the 
added  strength  of  a  patriotic  appeal  to  recognize  the  right  of  the 
soldier  to  his  job.  The  issue  thus  raised  cannot  be  settled  in  a 
few  weeks.  About  the  answer  to  it  will  center  the  policies  to  be 
adopted  by  federal  and  state  agencies  and  by  those  voluntary 
associations  of  employers  and  workers  through  which  standards 
governing  the  employment  of  women  are  established. 

No  wise  policy  for  the  period  of  readjustment  can  be  devdoped 
without  clear  realization  of  the  position  of  women  in  industry  dnr* 
ing  the  war  and  the  lessons  for  industry  which  the  war  taught 
The  outstanding  fact  was  the  change  in  attitude  toward  the  work 
which  women  could  do.  Illustrations  of  their  new 
occur  readily  to  mind.  They  have  been  conductors  on  street 
elevator  operators,  taxicab  drivers,  railroad  employes  m  a  variety 
of  occupations  and  machine  operators  in  branches  of  the  nmr 
chinists*  trade  usually  considered  men's  work.  It  is  not  to  be  for- 
gotten tliat  before  the  war  Uiere  were  very  few  large  industries  in 
the  country  in  which  there  were  not  some  women  empbyed*  so 
that  the  change  was  not  so  much  the  work  which  Ihcgr  did  as  the 
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attitude  of  employers  and  the  public  toward  it.  As  the  war  went 
on  it  was  expected  of  the  progressive  employer  that  he  would  find 
in  his  organisation  as  many  places  as  possible  for  women,  and  the 
space  given  in  magazines  and  newspapers  to  descriptions  of  the 
successful  oniploynient  of  women  in  unusual  work  gave  evidence 
of  the  keen  interest  in  breaking  down  barriers. 

With  the  employment  of  women  in  new  positions  and  the  neces- 
sity for  keeping  production  at  its  normal  level,  experience  very 
soon  taught  that  there  were  conditions  which  made  for  the  effec- 
tive employment  of  women  and  that  there  were  conditions  which 
put  obstacles  in  the  way  of  their  producing  satisfactory  results. 
This  fact  led  to  the  organization  of  agencies  in  the  federal  govern- 
ment to  study  the  conditions  of  women's  employment  and  to 
advise  the  industries  regarding  hours,  wages  and  proper  working 
environment.  The  Ordnance  Department,  faced  with  an  enor- 
mous production  program,  organized  as  part  of  its  Industrial  Serv^- 
ice  Section  a  women's  branch  with  representatives  in  every  district 
office  of  the  department  and  in  the  arsenals  employing  women. 
The  U.  S.  Railroad  Administration  established  a  women's  section 
in  its  Labor  Division.  With  the  organization  of  the  War  Labor 
Administration,  established  by  appropriation  from  Congress  early 
in  the  summer  of  1918,  the  Woman  in  Industry  Service  began  its 
work  as  part  of  the  Department  of  Labor.  Its  function  was  to 
advise  the  Secretary  of  Labor  on  all  matters  affecting  the  employ- 
ment of  women.  As  the  secretary  had  been  designated  by  the 
President  as  the  Labor  Administrator,  to  develop  consistent 
national  policies  for  labor  during  the  war,  this  position  of  the 
Woman  in  Industry  Service  was  an  important  one.  The  Woman 
m  Industry  Service  was  also  represented  on  the  War  Labor  Poli- 
cies Board,  organized  to  represent  those  departments  of  the 
government  concerned  with  production  for  the  war,  and  con- 
cerned therefore  with  labor  problems  as  a  fundamental  aspect  of 
production. 

Several  different  statements  of  standards  which  should  govern 
the  employment  of  women  were  issued  by  various  agencies  asso- 
ciated in  the  War  Labor  Administration,  and  these  formed  for  the 
first  time  a  definition  of  the  policy  of  the  federal  government. 
General  Orders  No.  IS  by  the  Chief  of  Ordnance,  which  were 
iaraed  simultaneously  by  the  Quartermaster  General  as  sugges- 


Ffdkrai  VfuituM  viMi  Women  ih  Timo»t»i  it 

turns  to  manufa  ntracto  for  thorn  daparlp 

ments  and  to  plui. -    i  thegortrBmtoi,imiu9d 

Uiut  the  eight-hour  day,  pi  >u  of  night  work,  one  digr  of 

rest  in  seveo,  a  minimum  wage  bated  oo  the  cott  of  living,  and 
equal  pay  for  women  doing  the  fame  work  at  meot  were  the 
"mechanisms  of  efficiency.**  Simihr  conditions  were  nrffed  by 
th(*  Committee  on  Women  in  Industry  appointed  by  the  Com* 
mittee  on  Labor  of  the  Advisory  Commiision  of  the  Councfl  of 
National  D«  f  >'-^>  The  U.  S.  Railroad  Administration  also 
adopted  the  ,  !<>  of  equal  pay  for  equal  work.    In  the  state- 

ment of  national  policies  which  should  underlie  industrial  rela- 
tions during  the  war,  formulated  by  the  War  Labor  Gmfsmoe 
Board  and  confirmed  by  the  President  when  the  War  Labor 
Board  was  appointed,  it  was  stated  that  "if  it  shall  become 
sary  to  employ  women  on  work  ordinarily  performed  by 
they  must  be  allowed  equal  pay  for  equal  work  and  must  not  be 
allotted  ta^ks  disproportionate  to  their  strength.*'  At  the  eaae 
time  all  of  the  other  principles  laid  down  by  this  board,  such  as 
the  right  to  collective  bargaining,  applied  also  to  women  workers. 

The  great  gain  in  this  consensus  of  opinion  of  the  various  federal 
agencies  rests  upon  the  fact  that  the  statements  were  issued  when 
the  whole  energy  of  the  country  was  concentrated  upon  produc- 
tion. Standards  for  which  the  labor  movement  and  those  public- 
spirited  citizens  interested  in  labor  legislation  had  struggled  for 
many  years,  thus  during  the  stress  of  war  received  the  sanction  of 
tlie  fedonil  government  as  conditions  essential  to  satisfadoiy 
production. 

The  means  of  enforcement  were  found  in  the  two-fold  relation 
of  the  government  to  industry,  first  as  an  empk>yer  of  Ubor  in 
^>  <'nt-o\>'ned  plants,  and  second  as  the  largest  purchaser  of 

tli.  ...  i.iucts  of  industry  during  the  war.  Certain  provirfoas 
regarding  labor  conditions  were  written  into  the  contracts.  Early 
in  the  war  the  contracts  with  the  Quartermasters  Department 
contained  clauses  prohibiting  the  giving  out  of  army  ck>thing  to 
he  made  or  finished  in  tenements.  One  of  the  first  acts  of  the 
War  Labor  Policies  Board  was  its  recommendatkm  that  the  pro- 
visions of  the  Federal  Child  Labor  Law,  whkh  had  recent^  becB 
declared  unconstitutional  by  the  Supreme  Court,  siMNikl  be 
written  into  contracts  of  all  the  producing  departments 
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•ented  in  the  board.  Shortly  afterward  a  clause  requiring  full 
compliance  with  state  labor  laws  was  added  to  the  contracts  and 
at  the  same  time  officials  of  state  departments  of  labor  were 
deputiJBed  by  the  Secretary  of  War,  the  Secretary  of  the  Navy, 
the  Director  of  the  Shipping  Board  and  the  Director  of  the  Hous- 
ing Corporation  to  cooperate  with  federal  agencies  in  enforcing 
this  contrnctual  obligation. 

It  should  be  noted  that  the  contracts  never  contained  all  of  the 
provisions  included  in  the  standards  issued  by  the  various  govern- 
ment departments  for  the  employment  of  women.  For  example, 
the  principle  of  the  same  wage  for  the  same  work  was  not  included 
aa  a  contractual  obligation.  From  the  point  of  view  of  enforce- 
ment the  significant  fact  in  the  conditions  of  women's  work  dur- 
ing the  war  was  the  insistence  of  the  federal  government  up>on  the 
observance  of  state  labor  laws.  In  its  statement  of  policy  the 
federal  government  went  much  further  and  laid  the  basis  for  high 
standards  in  state  labor  legislation. 

Immediately  after  the  signing  of  the  armistice,  the  relation  of 
the  federal  government  to  labor  conditions  changed,  since  its 
power  of  enforcement  resting  on  its  contracts  with  industry  was 
decreased  with  the  curtailment  of  contracts.  For  women  workers, 
therefore,  the  problem  during  the  period  of  readjustment  is  to 
find  new  means  of  enforcement  of  standards  which  have  received 
such  authoritative  sanction  from  the  nation  at  war.  The  agencies 
to  be  relied  upon  now  include  the  states,  through  labor  legislation 
and  through  vocational  training;  the  industries,  through  the  vol- 
untar}'  adoption  of  high  standards  of  labor  conditions  in  shop 
organization;  and  working  women  themselves,  through  the 
atrengthening  of  collective  action  by  them.  Clearly,  the  three 
groups  will  need  the  leadership  of  federal  agencies  since  in  peace 
no  less  than  in  war  the  problems  of  labor  are  questions  of  national 
importance. 

Within  a  month  after  the  signing  of  the  armistice  the  Woman 
in  Industry  Service  of  the  Department  of  Labor  with  the  approval 
of  the  Secretary  of  Labor  issued  the  following  statement  of  stand- 
ards idiidi  should  be  a  guide  in  the  employment  of  women  after 
the  war.  The  statement  is  based  on  the  experience  of  the  nation 
dming  the  war.  It  has  been  endorsed  by  the  War  Labor  Policies 
Board. 
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Steadards  Recommended  for  the  EmployaMBt  of  Woom 

llw  word  *'riidr  awl  Um  dtrkv  Ijpt  iirfkBit  dMt 
vital  impnrtoBM.) 


I.  HOURS  or  L4BOR 
I.  DAILY  HOURS.    No  Wonftn  Stei  I 


MMk  Shan  B«  Poited  in  A  CoMpkoow  PkM  Is  liiA  W«k  Room  Md  e 
Bo  Kopt  of  tho  Oroftiino  of  Boch  Wobum  Wofkv. 
1.  HALI^OLIDAT  ON  SATURDAY,    ^n irf  lli  fcilf  linlilor  *iirfil  In  li  i 


J.  ONE  DAY  OF  REST  IN  SBVUr.  Bmy  Wouub  Woitef 
Root  In  Bfory  Sotoa  Doy*. 

4.  Tna  FOR  1CBAL8.  At  LmmI  Tbioo-QatftMB  of  tt  Hfl 
aMeoL 

5.U8TPBRIODS.  A  root  poriod  of  ton  Bimitct  ihoald  bo 
oodi  «orUi«  poriod  witboat  tkotoby  incNoiii^  tbo  lo^tb  of  tbo 

^  HIOHT  WORK.    No  Womm  Shall  Bo  Buiployod 


n.  WAGES 


HofoOnoDnjif 

fv 

of 


Dotafte 


btW 
d^jr. 
ofTonPJL 


Wod[ 


I.  BQUAIirY  WITH  MEN'S  WAGB&    Wc 
Rooiho  tho  Simo  Wagoo  with  Sac 

tnthoSoMlBdnMry.  SliflU  choofH  modo  in  tho  praooot  or  in  tho  «f««»- 
of  work  dKMdd  not  bo  Nfuded  oo  |«tif jinf  o  lowor  wofi  for  *  wnwoo  thon  lor  o 
nnloM  ftotiftict  of  production  ihow  that  tho  output  lor  tho  job  in  qooilion  if  Ioh 
vbon  wooBon  aro  ooaplojod  than  whan  mon  are  oaployod.  If  a  dMfotoni'o  in  ooCpnt  ii 
donMMMtratod,  tho  difforanco  m  tho  wafo  rate  ■honld  bo  booed  ^m  tho  mmmm  hi 
production  for  the  job  aa  a  whole  end  not  determined  arbitrariljr. 

a.  THBBASISOPDBISRICINATIONOFWAGES.   Wageo  Shonid  Bo  f  ■tiHifc  i  f 
M  tho  Baait  of  Occnpatka  and  Not  Oft  thn  Baaia  of  Sox.   Tho  IfiaiBBBa  Wasi  Rati 
Coffor  tho  Coat  of  LM^  for  Dopandaota  and  Not  Moroty  for  tha 


nL  WORKING  CONDITIONS 

1.  COMFORT  AND  SANITATION.    SUte  labor  Uwa  and  indoitrial 
oonoultod  with  reforonoo  to  pronoiono  lor  ooailorl  and  i 
hot  and  oold  water,  ooap  and  faMBriduol  towok  ohoaU  bo  proridod  b 
and  b  aoooniilo  looatiooo  to  make  wadui«  biforo  nMoli  and  at  the  doee  of  the 
oonronionL    Toiloto  ihouki  be  eeparate  for  aaon  and  women,  dean  and  ■  1 1  lodlli 
ihoold  hoTo  a  etandard  ratio  to  tho  nmnbor  of  qui  lor  o  ompbTod.    W< 
dKNdd  bo  kept  ebon.    Dr«M«  raoma  Aodd  bo  provfabd  od^aoont  tn  t 
nkbgpoirihbohai^ofcblld^otrfdothoouikiuonM     BoAiwrn 
bapmkbd.    UghtbfibNddboamu«edoothat<&oetrajndonolihbob«othoi 
ogroe.    Ventibtion  Aodd  bo  ado<|oato  and  hoot  luadont.    Drbking 
and  iniiomiiln  with  indivklual  drinki^  cope  or  bubhb 
AoddbomadeferthoworhototoeecwoahotandaBiniAiaflmbnalrfdithewoHk 

room,  and  if  no  lunch  roooM  are  icanilhle  near  the  pbot,  a  bnch  room  ihoald  bo  main- 
tained b  the 
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»•  POSnJRB  AT  WORK.    CDOtiBUoat  tf^T**<««»g  uk)  continuous  aitting  are  belli  in- 
Jwiooi.    A  Msi  ■bonld  bt  provided  for  ewy  woman  employed  and  iU  use  encouraged. 
II  m  iiuMftih  aad  lUairitilii  to  adjwt  tbe  beigiit  of  the  chain  in  reUtion  to  the  hei^t  of 
or  work  lahlca,  ao  that  the  woricer  may  with  equal  convenience  and  efficiency 
or  ak  at  bar  work.    Tlie  aaata  abould  have  backs.    If  the  chair  is  high,  a  foot  rest 

■MMM  Mm  prwTKNa. 

3*  8AFBTT.    Rirfca  trcm  machioery,  danger  from  fire  and  exposure  to  dust,  fumes  or 
otbar  oeenpalkMial  banrda  abould  be  acrupulously  guarded  against  by  observance  of 
in  alala  and  federal  codea.    Flrat  aid  equipment  abould  be  provided.    Fire 
■d  otbar  iormi  cf  adooation  of  the  workera  in  the  oLaervance  of  aafety  regulations 
htJMtHntod. 

4.  SBLlCnDII  OP  OCCUPATIONS  FOR  WOMEN.    In  determining  what  occupa- 
are  f*^***L  and  safe  for  women,  attention  should  be  oen\jtnd  especially  on  the  fol- 
hiwiag  i^mjf'l^***  wbkii  would  render  the  employment  <A  women  undenrable  if  changes 


A.  Conatant  standing  or  other  postures  causing  physical  strain. 

B.  Repeated  lifting  of  wei|^ta  of  25  potmds  or  over,  or  other  abnormally  fatiguing 


C  Operatkm  of  medianical  devices  requiring  undue  strength. 

D.  Ripoaiire  to  excessive  heat, — that  is,  over  80  degrees,  or  exceaaive  oold, — that  is, 
■der  M  degrees. 
B.  Bnwrr"*  to  dust,  fumes,  or  other  occupational  poisons  without  adequate  safeguards 


5.  FROHEBITED  OCCUPATIONS.  Women  Must  Not  Be  Employed  in  Occupations 
lufulfhlg  the  Use  of  Poisons  Whkh  Are  Proved  to  Be  More  Injurious  to  Women  Than  to 

•s  Certain  PpocoMei  in  the  Lead  Industries.    Subsequent  rulings  on  the  dan- 
tradea  wiU  be  iaaoed. 

6.  URIFORMS.  Uniforms  with  caps  and  comfortable  shoes  are  desirable  for  health 
and  aafety  in  occupations  for  which  madiines  are  used  or  in  which  the  prooesaea  are  dusty. 

IV.  HOME  WORK 

I.  No  Work  Shan  Be  Given  Out  to  Be  Done  in  Rooms  Used  for  Living  or  Sleeping 
Porpoaes  or  in  Rooms  Directiy  Connected  With  Living  or  Sleeping  Rooms  in  Any  Dwell- 
Ing  or  Tenement 

V.  EMPLOYMENT  MANAGEMENT 

I.  HnUNG,  SEPARATIONS  AND  DETERMINATION  OF  CONDITIONS.    In  er 
tahliihiBf  aatisfactory  relations  between  a  company  and  its  employes,  a  personnel  depart- 
■MBt  la  Important  charged  with  responsibility  for  selection,  asdgnment,  transfer  or  \^nth- 
drawal  ol  workers  and  the  eatablishment  of  proper  working  condiUons. 
a.  8UFBKVISI0N  OP  WOMEN  WORKERS.    \Miere  women  are  employed,  a  com- 
be appointed  as  employment  executive  with  responsibility  for  con- 
Women  diould  also  be  appointed  in  supervisory  positions  in  the 

S.  SBLBCTKm  OP  WORKBftS.  The  selecUon  of  workers  best  adapted  to  the  require- 
MHa  throogb  phyncal  equipment  and  through  experience  and  other  qualifications  is  as 
Bportant  aa  the  detemunation  of  the  conditions  of  the  work  to  be  done. 
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X.  Tbe  RMpoodbOitj  Should  Not  Rest  Upon  the  Management  Alone  to  Determine 
WtoalU  •Bd  MsctlisO  the  Coodttioiis  Whkh  Should  Be  Established.    The  Genuine 
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Coaytimlon  iMwUkl  to  Prodocttoo  Cm  Bt  8»cid  Ob^  If 

NMd  fli  OrMttag  lUchods  fli  ,MBt  HtfOCtatfoa 

ployw  It  BipMUIj  OrMt  In  tht  LUbt  or  Ihf  Gritkil  IMMi  «f 

Ariw  In  t  Th—  Mw  tfw  Pmit    tilrtJi^ 

Obm  OpMtd  IT  Ei«Birad,  to  PiPOfvU*  iMbr  AiOCMi  for 


The  new  noU*  in  *^*-  Otne  is  in  the  |>anigraph  which  dcftb 
witii  the  basis  of  d  .  >n  of  wages.    The  principle  of  equal 

I  »ay  for  equal  work  is  but  a  partial  step.  In  its  application  during 
the  wnr,  one  employer,  for  instance,  objected  to  paying  women  in 
uiic  department  the  wages  which  men  in  the  same  positioe  had 
been  earning,  while  women  in  an  adjoining  department  were 
receiving  about  half  as  much  for  work  which  was  diffen*nt  but  no 
more  difficult  to  learn.  In  the  opinion  of  this  employer  this 
indicated  that  women's  rates  should  be  established  in  the  oocopa- 
tions  hitherto  filled  by  men.  If  the  principle  of  equal  pay  for 
equal  work  be  as  sound  as  the  support  of  it  during  the  war  would 
s<x*in  to  indicate,  such  an  instance  suggests  an  anomaly  o(  kmg 
standing  in  basing  wages  not  upon  occupation  but  upon  sex. 
I'ndoubtedlj'  there  will  be  great  differences  in  wage  rates  in  dif- 
ferent processes  and  in  different  industries,  but  the  difference 
should  not  be  due  to  the  fact  that  certain  occupations  are  filled 
more  largely  by  women  than  by  men. 

The  comparative  wages  of  men  and  women  will  be  the  most 
crucial  problem  of  the  readjustment  period.  As  women  have 
entered  a  wider  range  of  occupations  it  ^411  be  possible  for  them 
to  become  the  unwilling  competitors  of  men  in  lowering  standards 
of  wages.  .  Moreover,  now  as  before  the  war,  women  are  worlmig 
to  earn  a  living  and  the  facts  show  that  many  are  also  supporttQg 
dependents.  Low  wages  for  women  mean  an  inadequate  stand* 
ard  of  living  in  the  families  in  which  they  arc  the  chief  support. 
Ix)w  wages  for  women  mean  a  lower  wage  scale  in  those  industries 
in  whicli  tiiey  are  entering  in  large  numbers.  The  upbuilding  of 
the  country'  after  the  war  will  depend  upon  the  possibility  of  main- 
taining and  raising  the  standards  of  li\ing.  A  theory  of  wages 
which  establishes  a  lower  scale  for  approximately  one-fourth  of 
the  workers  of  the  country,  that  is,  the  women,  is  a  menace  to  the 
standard  of  living  of  the  country-. 

The  right  of  the  returned  soldier  to  his  job  is  not  •  Ubor  poficy 
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upon  wiiidi  to  build  a  program  for  women  in  industry.  It  is  a 
matter  of  the  relation  between  a  firm  and  the  soldier,  and  public 
opinion  has  endofaed  as  fair  and  just  the  determination  of  many 
ooippanies  to  reinstate  the  men  who  have  gone  to  war.  In  many 
instances,  however,  the  former  positions  of  the  soldiers  are  not 
held  by  women  but  by  men.  This  is  not  a  problem  of  women's 
work,  nor  is  the  position  of  the  woman  holding  a  soldier's  job  any 
different  from  that  of  a  man  who  has  taken  his  place.  For  both 
men  and  women  workers  the  immediate  task  is  to  accomplish  the 
change  from  a  war  basis  to  a  peace  basis  with  the  least  posssible 
unemployment  and  with  the  reinstatement  of  the  largest  number 
of  soldiers  and  war  workers  in  normal  occupations  for  which  they 
are  best  adapted.  The  task  of  production  ahead  is  enormous, 
with  the  rebuilding  of  those  things  which  have  been  destroyed 
during  the  war  and  with  the  opening  up  of  new  markets.  This 
presents,  therefore,  a  task  of  organization  of  industry  in  such  a 
way  as  to  utilize  to  the  full  all  of  the  available  working  forces  of 
the  country. 

Women  before  the  war  have  constituted  an  important  part  of 
the  working  force  of  the  country.  If  the  tendencies  clearly 
reflected  in  their  increasing  employment  in  the  century  before  we 
entered  the  war  are  to  be  a  guide,  then  the  problems  of  women  in 
industry  are  evidently  a  permanent  part  of  the  labor  problem 
which  the  country  now  faces.  The  experience  of  the  war  gives 
ground  for  optimism  if  out  of  it  can  be  evolved  more  effective 
state  action,  and  most  fundamental  of  all,  a  new  spirit  and  method 
of  self-government  in  industry  which  shall  give  equal  recognition 
to  women  workers. 
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Can  We  Eliminate  Labor  Unrest? 

By  Robert  W.  BnufauB 

17  MPLOYERS  who  want  a  stable  labor  force  almoat  invariablj 
^^  prefer  married  men.  Married  men  are  steadier,  tbey  say. 
They  are  less  capricious,  their  ears  are  not  so  keen  to  catch  rumors 
of  iM'iter  jobs  elsewhere  or  so  ready  to  listen  to  the  irouble-mak- 
iiiK  agitator.  The  first  answer  to  the  question  cooecfnipf  the 
eliinination  of  labor  unrest  is  suggested  by  tlm  prefereoee  of  the 
eini)loyers.  If  you  want  to  anchor  the  worker,  pay  him  a  living 
wage,  not  an  individual  living  wage,  but  enough  to  keep  him  and 
his  family  in  health  and  decency  and  comfort,  enough  to  enable 
him  to  feed  and  clothe  his  children  well  and  to  give  them  a  thor- 
oughgoing education.  The  government  has  announced  that  the 
minimum  comfort  wage  for  an  average  American  family  is  $1,400. 
A  national  minimum  wage  of  $1,400  would  be  a  good  beginning 
toward  the  elimination  of  labor  unrest. 

COMPLEICENTART  EaRNXNGB  AND  WaGE  ScaLBB 

But  any  self-respecting  American  worker  today  wants  to  feel 
that  he  is  his  own  man,  that  his  job  and  his  wage  are  free  from  the 
taint  of  his  employer's  beneficence,  free  from  the  taint  of  pseudo- 
rli.irif  y.  He  wants  to  be  in  a  position  to  command  what  his  work 
is  worth,  so  that  he  will  not  be  compelled  to  force  his  wife  aod 
children  into  the  factory  to  make  both  ends  meet.  Too 
employers  are  in  the  habit  of  interpreting  the  famOy 
meaning  the  total  earnings  of  all  the  members  of  the  family, 
ratlier  than  the  wage  paid  to  the  head  of  the  family  alone.  The 
countr}'  is  dotted  with  human  by-product  industries,  indiislffies 
that  exploit  the  labor  of  women  and  children  compiled  to  go  to 
work  because  the  earnings  of  the  father  are  inadequate.  It  is 
not  to  the  best  interest  of  a  democratic  community  that  the  father 
should  be  forced  to  be  a  party  to  the  exploitation  of  his  wife  and 
children.  If  they  are  to  go  to  work,  as  under  certain  cirenm- 
stances  they  may  find  it  deairaUe  to  do,  their  earnings  should  be* 
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loog  to  them  as  a  family  reserve  for  the  luxuries  that  make  up  the 
anionitics  of  life,  and  for  insurance  against  sickness,  for  education 
and  such  holidays  as  all  healthy-minded  people  should  be  free  to 
enjoy  at  reasonable  intervab. 

Labor  Unions  as  Agencies  for  Eliminating  Unrest 

In  order  to  be  free  to  command  what  his  work  is  worth,  the 
worker  must  have  his  feet  on  solid  ground  outside  of  the  jurisdic- 
tion of  his  employer.  And  the  only  practical  way  in  which  he  can 
secure  this  independent  footing  is  by  joining  and  energetically 
supporting  the  union  of  his  trade  or  industry.  A  non-union  man 
today  is  economically  free  only  by  accident;  his  union  card  is  his 
only  real  insurance  against  economic  dependence,  against  de- 
pmd^ice  upon  the  good-will  of  his  employer  for  his  chance  to 
earn  a  living.  Next  to  a  guaranteed  minimum  family  wage,  the 
union  is  the  most  efficacious  agency  for  the  elimination  of  labor 
unrest.  Incidentally,  except  in  the  case  of  the  lower  paid  women 
workers,  the  union  has  been  the  most  potent  influence  in  the  es- 
tablishment of  a  family  wage  for  its  members. 

The  union  performs  another  important  function  of  the  same 
nature.  For  the  unmarried  man  and  especially  for  the  single  man 
who  has  cut  loose  from  his  family  ties,  it  is,  even  more  than  the 
church  and  the  lodge,  the  substitute  for  the  family  itself.  When  a 
trade  or  an  industry  is  well  organized,  the  union  carries  the  labor 
reserve  for  the  industry  and  is  generally,  as  in  the  coal  fields  and 
the  photo-engraving  trade  and  the  needle  industry,  in  a  position  to 
the  employer  supplied  with  a  relatively  steady  flow  of  skilled 


The  Importance  of  a  Personnel  Manager 

But  a  family  wage  and  the  influence  of  the  union  are  not  enough. 
One  of  the  most  fertile  causes  of  labor  unrest  is  the  brutal  and  un- 
necessary monotony  of  work  in  the  modem  machine-equipped 
factory,  mine  or  mill.  Whether  he  is  definitely  conscious  of  it  or 
not,  a  workman's  nerves  are  gradually  upset  by  dirty  and  slipshod 
shop  conditions  and  by  the  monotony  of  the  endless  repetition  of 
stupid  procenet.  To  eliminate  labor  unrest  and  so  to  reduce 
labor  turnover,  the  enlightened  employer  will  give  his  personnel 
equal  rank  with  his  sales  and  technical  manager.     In 
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any  welI-iM|iii|>|MMl  plant,  there  Abould  be  a  man  of  high  iotrlli- 
gence  and  social  imagination  whoae  exclusive  hminfM  it  aiiould  be 
to  select  worken  in  accordance  with  tlirir  fitness  for  the  jobs  thry 
are  expected  to  fill  und  to  vary  their  ^ork  so  as  to  prev«ot  tbr 
development  of  ennui,  staleneas  and  a  vainie  sense  of  futile  mo- 
notony. The  jKTsonnel  manager  should  he  entrusted  with  the 
8U|KTviAiun  of  the  cleunliness  and  physiical  upkeep  of  the  iiho|H 
with  tlie  proviaion  of  decent  toilet  and  washroom  facilities,  lunch 
room  nnri  all  the  human  and  domestic  comforts  whieh  gave  dig- 
nity to  the  workshop  of  the  old  home-staying  guild  craftsman. 
And  the  authority  of  tiie  personnel  manager  in  all  matters  affect- 
ing the  health  and  comfort  of  the  men  should  be  co<)rdinate  with 
the  authority  of  the  works-superintendent  over  the  strictly  tech- 
nical processes  of  manufacture. 

Flll  Play  for  the  CnEATrvE  Impulse 

But  again,  mere  physical  comfort  within  the  shop  is  not  enough. 
Ifamy  plants  reasonably  well-equipped  along  housekeeping  lines 
have  found  that  the  workers  fail  to  appreciate  the  good  things  that 
are  **done  for  them."  A  self-resjx^ctinj?  workman  does  not  want 
to  have  nice  things  done  for  hun,  any  more  than  he  wants  to  be 
beholden  to  his  employer's  beneficence  for  his  job.  He  has  an 
instinctive  desire  to  partici))ate  in  the  control  of  the  conditions 
under  which  he  work:)  and,  again,  to  participate  as  a  ri^ht  and 
not  as  a  favor.  He  wants  to  have  an  op|>ortuiuty  though  of 
course  he  has  often  not  developed  a  conscious  definition  of  his 
want — to  exercise  his  creative  instinct  l>oth  in  shop  organisation 
and  in  the  improvement  of  the  technique  of  liLs  job.  Man>'  work- 
ers behave  like  clods  untouched  by  the  living  breath  of  God,  not 
because  they  are  clods  really,  but  l>ecause  the  entire  oqpuiisation 
of  most  modern  plants  (•«.'-  >  to  snuff  out  the  creative  spark 
that  is  the  imivrrsal  inlien  «>f  all  reaM>nably  normal  men. 

S<  ir.MiKic  Management  and  Labob  Unbbbt 
But  (i<H-^  this  not  lead  us  directly  to  "scientific 


the  Taylor  system  and  all  the  rest.^  It  is  unnecessary  to  go  into 
all  the  reasons  why  skilled  workmen,  and  especially  the  workmen 
whom  the  unions  have  begun  to  socialise,  hate  ''scientific  man- 
agement.**    The  best  statement  of  this  problem  which  I  know. 
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made  by  the  late  Robert  G.  Valentine  in  a  letter  to  one  of  Mr. 
Taylor's  most  ardent  disciples: 


la  tKbmafHiag  to  wuijm  tbe  effect  of  time  study  on  an  industry,  I  bclitrvr  it  important 
to  dbUagahli  dMffjr  betireea  the  me' of  time  study  for  the  purpose  of  analyzing  a  job  and 
tbe  OK  of  time  study  for  the  purpose  of  settinf  tasks  after  a  job  has  l)ccn  analyzed. 

Ib  pffsctioe.  lime  study  today  is  made  by  the  employer  for  the  benefit  of  the  employer. 
•ad  oa|y  sudi  beoeSt  aocnies  to  the  woricer  as  in  the  judgment  of  the  employer  is  nccciuary 
a  resoit  beaeScial  to  himself.  This  is  the  utmost  extent  to  which  the  worker 
■BsfBd  to libaa.  Oa  tha  other  hand,  as  industry  is  at  present  organized,  with  the 
of  this  BWtlcr  in  the  hands  of  the  employer,  both  the  individual  worker  and  all 
hit  IbOows  stand,  both  directly  and  indirectly,  to  lose  in  this  matter:— because  time 
•baljr,  tiifiithu  with  the  whole  process  of  thoroughgoing  analysis  of  jobs,  tends  steadily 
to  nlBm  the  whole  indnslrial  process.  Theoretically  also  this  may  be  a  completely  ex- 
cdhaft  tUaf  for  society.  Practically,  however,  it  is  on  a  certain  stability  in  basic  in- 
ihMliial  organisation,  changing  only  from  time  to  time  and  not  existing  as  a  perpetual 
flux,  that  the  worker  has  heretofore  been  able  to  take  his  stand  and  win  for  himself  the 
shorter  hoars  of  bbor,  the  hi^ier  wages,  the  sanitary  working  conditions,  and  above  all 
am  attitwb  of  growing,  intdligent  undenrtanding  and  respect  for  him  as  a  man  on  the 
paK  of  the  eaipbyer.  All  of  which  things  would  never  in  the  world  have  come  to  the 
worfcer  ftom  the  hands  of  the  employers.  These  are  things  that  only  come  to  those 
who  win  them.  It  is  perfectly  dear  to  me,  therefore,  that  the  workers  cannot  wisely  sub- 
arit  or  eoBseat  to  any  industrial  method  like  time  study  which  tends  so  to  shift  the 
oa  iduch  they  stand  under  their  feet,  unless  they  have  an  actual  share  with 
Hployer  in  creating  new  ground  on  which  they  themselves  will  Ix;  as  strong  as  they 
oa  the  old.  Under  those  conditions  and  under  those  only  can  they  be  exi>ectcd  to 
eoSperate  in  the  demolition  of  the  old  ground. 

Democratic  Administration  through  Joint  Industrial 

Councils 

If  we  are  to  meet  the  conditions  suggested  by  Mr.  Valentine,  we 
shall  have  to  devise  a  much  more  democratic  administrative 
mechanism  than  any  so  far  proposed  by  the  organized  employers 
or  even  by  the  organized  workers  of  America.  What  seems  to  me 
the  most  promising  approach  to  the  problem  stated  by  Mr. 
Valentine  is  that  outlined  by  the  Whitley  Conmiittee  for  the 
British  Ministry  of  Reconstruction.  The  Bureau  of  Industrial 
Research,  with  which  I  am  associated,  has  just  published  in  a 
single  volume  reprints  of  all  the  Whitley  Committee's  reports 
and  file  record  of  the  Joint  Industrial  Councils  of  England  so  far 
a.s  they  have  reached  this  country.  I  may  here  quote  a  few 
sentences  giving  the  gist  of  the  Joint  Industrial  Council  scheme. 

In  their  first  report  on  Joint  Industrial  Councils,  the  repre- 
sentative employers  and  trade  unionists  who  composed  the  Whit- 
ley Committ^  reoommended  the  following: 
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The  MtiMhhmiit  for  cmIi  ol  Ui«  priadiMl  wdl  orfuUd  .ladMUki  «|  •  iri^  Imm 
ul  orgAaiMtioa,  Jipfmiititiyi  of  implo/iii  ft 
Couadk  Mat  Diiblet  OmumOi.  nd  World 
fulMlioa  bdiHT  Bi>>(«^  «P  with  Um  oikm  to  m  to 
tiM vkoU oltte tio(k flBpoblo  ol ooMid«ii« 
wdf ai«  of  Um  iadaitiy.  ond  givi^  to  Ubor  o 
lion  and  MttlooitBt  of  bdoflfUl  BUUon  with  wMdb 
uoucumod.    .    .    .    Fbr  tiodat  in  which  orfoniMtkNi 
foocnLaqpftomof  jdaioooaflib  whh  m 
penaed  with  ••  thcM  ittdMtrioi  odTaaoB  to  the  itofe  dooH  with  b  ow 

Ttddi«  our  ftnt  oad  Mooad  RoporU  tofethv  thqr  eoMtltirto  • 
all  tho  chl«f  ladiMtriot  of  the  ODOBtry  And  to  oqoip  ooch  of  thM  with  0 
body  eopohio  of  dMli«  with  motton  offoetiiv  tho  wdbio  of  tht 
pioyori  oad  omployod  oio  oonoernod.  Bad  of  coriag  far  the  prnyi 
industry  ai  an  intcfral  part  of  the  natioool  pfoaperity. 

It  is  important  to  note  that  the  Whitley  pUn  as  oompaied 
with  what  has  come  in  America  to  be  known  as  the  Rockefeller 
l*Ian.  provides  for  the  representation,  of  the  workers  through 
t  heir  unions  which  have  their  feet  on  independent  ground  out- 
side the  jurisdiction  of  the  company. 

Subsidiary  Points  in  a  Program  to  Eldonatb  Unbbct 

There  is  no  room  in  so  brief  a  note  as  this  to  go  into  the 
u|>on  labor  unrest  of  an  effective  system  of  emplojinent 
of  plans  for  the  proper  housing  of  workmen*s  families,  of 
tive  buying  and  selling,  of  the  dozen  and  one  equally  important 
subsidiaries  to  tlie  main  planks  of  a  modem  program  for  the  elim- 
ination of  labor  unrest.  Most  of  them  will  be  found  stated  far 
more  autlioritatively  than  I  can  state  them  in  the  Report  on  Re- 
construction made  to  the  British  Labor  Party  by  its  extraordi- 
narily competent  sub-committee  and  reprinted  for  distributioo  m 
America  by  The  New  Republic  of  New  York.  The  most  impor- 
timt  immediate  requirements,  as  I  see  them,  are, — the  nationsl 
rstahlishment  of  the  minimum  family  wage  for  all  adult  workers, 
male  and  female;  the  extension  of  the  principle  of  organinUion 
in  industry,  both  on  the  side  of  the  employers  and  the  worken; 
the  constitutionalizing  of  industry  through  the  devefepment  of 
joint  industrial  councils  on  a  national  as  well  as  tipoo  a 
and  local  community  basis;  and  the  addition  to 
as  to  the  staff  <rf  each  mantifacturing  plant,  of  experts  ia  human 
psychology  whose  entire  business  it  should  be  to  satisfy  the  healtlgr 
craving  of  the  workers  for  decency,  deaaliBess  and  light  in  the 
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places  ifhae  they  spend  tlic  Kr<*ater  part  of  their  effective  lives 
and  to  inspire  both  employers  and  workers  with  the  fundamental 
human  worth  of  creative  worknimiship.  \Micn  industry  itself 
becomes  the  great  school  of  creative  workmanship  and  of  service 
to  mankind  through  production  freed  from  the  curse  of  sabotage 
as  now  practiced  by  employers  quite  as  extensively  as  by  wage 
workers,  we  may  hope  that  labor  unrest  will  begin  to  disappear. 


Post- War  Causes  of  Ijabor  Unrest 

By  Maix^oiju  KfTiR 

DKOIMIKC'V  is  a  hazardous  rnt(*rf)rMe,  not  only  beaui«r  thi* 
^  <*<>ii(lition.s  ujKin  whirh  prtHiiciions  are  madr  so  often  fthift, 
l)iit  also  )MH*aiLse  what  can  Im»  fon*iieen  may  l>e  fomdall(«(l.  In 
thrsr  fast-movinK  time's,  what  is  prophecy  in  November,  when 
tliis  is  written,  may  bo  hLstor>'  in  Janiiar>\  when  it  is  read.  It  ii 
witii  (iif!i(l(MK*e  then  that  there  arc  here  sc*t  dovi-n  a  few  of  the 
factors  in  war  industry  that  seem  to  portend  lalmr  problema. 
NV!iat  apiH*ar  to  he  among  the  most  obvious  elements  of  future 
ufiri'st  are  the  control  of  the  government  over  industr>';  the 
administration  of  organiztnl  lal>or;  the  cntrancv  of  women  into 
new  tyjM's  of  work;  the  ban  of  the  "color  line";  the  |>olicy  toward 
innnigration;  and  the  adjustments  to  war-made  impro\Tmenta 
in  machinery'. 

At  tlie  beginning  of  the  war,  after  the  government  had  aMomed 
rigid  control  over  fuel,  raw  matenal.  an<l  quality,  quantity  or 
variety  of  pro<luct.  it  discovere<l  that  output  of  imperati\'ely 
necessary'  articles  was  vitally  hamiHTcd  by  the  friction  between 
employers  and  employes  upon  long-standing  issues  reganltng 
hours,  working  conditions.  wag€*s  and  the  rights  to  organise.  It 
^''^•"me  the  duty  of  the  federal  authorities  to  prescribe  the  intimal 
u's  of  private  business  in  order  Uiat  the  war  program  might 
go  forward  at  full  speed.  The  procurement  diN^sions  of  the  army 
an<I  navy  insert tnl  stipulations  in  their  contracts  that  establiriied 
lal>or*s  long  cherishe<l  principle  of  tlie  eight-hour  day  mnth  exttm 
pay  for  overtime  and  double  pay  for  holidays;  grante<l  the  priv- 
ilege of  collective  bargaining;  assume<i  the  right  to  select  arbitra- 
tors; and  insisted  upon  the  formal  adjustment  of  grie\'ailOQa. 
Boards,  commissions  and  departmental  divisions  were  created 
to  pres<»r\-e  amicable  industrial  relations.  For  the  moat  part 
tluvsc  IkmHcs  went  beyond  the  contract  pn>visions  by  defining  and 
upholding  legitunate  collective  labor  activities  and  enforcing 
their  decisions  by  the  threat  to  cancel  contracU  or  cotnwandecf 
plants. 

Tiirsr  drastic  nicasiircs  won*  sup|Mjrtrd  by  public  opinion,  and 
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acoepied  for  the  most  part  in  a  patriotic  spirit  hy  employers; 
but  no  reform  so  sweeping  could  hope  to  win  universal  approval. 
Since  the  contract  was  the  basis  for  the  new  labor  regulation, 
•ome  Chicago  manufacturers  tried  to  escape  by  first  securing  the 
award  of  a  contract  but  purposely  neglecting  to  sign  it  until  the 
work  was  completed,  a  quibble  that  was  unavailing  l)ut  neverthe- 
le«  significant  of  an  underlying  purpose  to  thwart  labor  domi- 
A  case  involving  the  Smith  &  Wesson  Co.,  of  Springfield, 
.,  wherein  an  award  of  the  War  Labor  Board  so  upset  long 
established  customs  in  the  plant  that  the  officers  preferred  to  lose 
their  works  through  commandeering  rather  than  submit,  is  typical 
of  the  attitude  of  a  considerable  number  of  conservative  establish- 
ments toward  outside  interference  in  their  business.  On  the 
whole,  however,  the  government's  war  labor  policies  met  with 
little  opposition. 

But  men  who  willingly  supported  the  government  during  war 
may  not  be  so  compliant  in  pe&ce.  Possibly  some  one  will  con- 
test the  whole  regulatory  program,  and  it  is  doubtful  if  our  federal 
machinery  for  the  conduct  of  war-industry  could  bear  the  micro- 
scopic examination  of  the  law.  A  court  might  have  difficulty  in 
establishing  the  validity  of  the  boards  operating  in  Washington 
or  of  labor  improvements  enforced  through  a  contract  where  a 
man  had  no  choice  but  to  sign.  Such  legal  battles  are  likely  to 
be  attended  by  labor  troubles  because  neither  employers  nor 
employes  will  yield  their  supposed  rights  or  privileges  without 
attempting  coercion.  Then,  too,  men  who  submitted  to  neces- 
sity during  war  but  whose  prejudices  against  labor  were  magnified 
by  the  petty  tyranny  incidental  to  the  suddenness  of  labor's 
power,  will  fight  against  the  retention  during  peace  of  any  part 
of  the  war  labor  program.  One  influential  officer  of  a  great  cloth- 
ing concern  said  recently;  "I  am  sick  of  the  daily  demands  of 
labor  committees  or  union  leaders.  /  am  looking  for  the  day  when 
I  can  see  a  miUion  men  outside  my  office  begging  work:  then  we  can 
Uaek  labor  mme  tense*'  For  that  man — and  all  of  his  type- 
labor  controversy  is  inevitable.  It  is  also  clear  why  all  such  men 
will  try  to  do  their  utmost  to  sever  privAte  business  from  public 
supervision. 

Govemmept  control  of  industry,  however,  can  hardly  terminate 
with  the  war.    A  laissez-faire  policy  would  result  in  the  over- 
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production  of  flome  artides  and  the  lack  of  others,  wtth  a 
quent  loss  of  materials,  pfofits  and  labor.  But  if  the 
steers  industry  back  into  peace  it  will  l>e  forced  to  finaooe  many 
concerns  wrenched  far  out  of  their  customary  routine  by  the  war. 
By  its  control  of  the  purse  the  federal  authority  may  also  demand 
continued  concurrence  in  the  labor  polides  inaugurated  during 
the  war.  If  firms  whose  financial  standing  enabled  them  to 
readjust  without  assistance  opposed  the  goremment's  labor 
standardn,  agreement  might  be  reached  by  the  government's 
refusal  of  raw  materials  until  the  standards  were  acknowledged. 

So  long  too  as  the  War  Department  has  millions  of  men  onder 
its  discipline  and  must  devise  a  method  of  release  that  will  be  fair 
to  men  and  industry  alike,  the  continued  government  control  of 
industry  is  necessary.  The  danger  of  simultaneous  demobilisa- 
tion is  so  obvious  that  it  is  little  likely  to  arise,  but  a  gradual 
demobilization  will  be  only  a  little  less  disastrous  if  the  ex-soldiers 
.irc  not  discharged  into  a  job  instead  of  onto  the  street.  The 
i:o\(Tnnient  must  become  a  great  employment  manager;  it  has 
tli<  n  cords  of  each  soldier's  capabilities;  it  has  the  madiinery 
for  making  use  of  this  knowledge  in  the  draft  boards  or  the  United 
States  Employment  Service;  all  it  needs  is  accurate  information 
as  to  where  the  labor  can  be  most  effectively  applied.  These 
facts  can  best  be  obtained  if  the  government  itself  prescribes  what 
shall  be  produced,  where,  by  whom  and  in  what  quantities  or 
qualities.  The  government  in  cooperation  with  states  and  cities 
might  also  provide  "buffer  employment"  ujwn  public  work  held 
up  by  the  war  but  for  whjch  funds  have  been  provided.  If  Xhv 
government  does  assume  the  functions  of  a  great  emplo>Tnent 
manager,  then  it  <k>uld  easily  lay  down  the  terms  upon  which 
labor  could  be  secured  and  retained,  thus  assuring  to  hibor  the 
privileges  gained  during  the  war.  If  it  carries  over  into  peace  its 
war  labor  policies,  it  w\\\  discover  prolific  see()s  of  discord  in  its 
attempts  to  standardize  wages  and  to  extend  the  scope  of  the 
United  States  Employment  Service. 

It  is  expected  that  if  wages  were  equal  everywhere  for  the  same 
work,  competition  would  be  confined  to  service,  management  and 
quality  and  not  depend  upon  exploiting  labor.    The  attempts  to 
standardize  wages  during  the  war  aroused  protests  from  tmfiay 
ers  because  they  did  not  see  any  justice  in  forcing  those  in 
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towns  to  meet  the  wage  set  by  the  higher  costs  of  the  city.  Labor- 
ers, too,  did  not  like  to  be  pinned  down  to  a  standard  in  communi- 
ties where  they  felt  tlieiiisclves  strong  enough  to  force  wages  to  a 
high  level.  To  these  objections  would  In?  added  the  difficulty  of 
setting  up  in  peace  time  a  standard  product.  In  war  the  mills 
made  the  same  articles,  on  the  same  specifications,  for  the  same 
market,  but  tlie  infinite  variety  of  peace  business  would  give 
ground  for  so  many  deviations  in  pay  that  a  standard  would  be 
hard  to  set  and  harder  to  maintain  and  would  probably  become 
an  ever  present  l)one  of  contention. 

During  the  war,  the  United  States  Employment  Service  was 
inaugurated  to  prevent  excessive  turnover  of  unskilled  labor,  and 
employers  were  compelled  to  use  it  exclusively.  Since  during  the 
war  the  sennce  could  not  entirely  restrain  manufacturers  from 
enticing  lalwr  from  each  other,  the  first  few  months  of  peace  will 
probably  witness  many  more  violations  inasmuch  as  the  incentive 
will  be  greater  and  the  restraint  less.  This  situation  will  produce 
its  own  measure  of  trouble.  If  in  addition  skilled  labor  is  put 
under  the  service,  the  difficulty  of  determining  the  degrees  and 
grades  of  skill  will  keep  the  storms  going.  There  is  a  movement 
afoot  also  to  make  a  physical  examination  a  part  of  the  Employ- 
ment Service  with  the  idea  of  better  fitting  people  to  their  jobs. 
This  reform  when  la,unched  is  certain  to  raise  a  whirlwind.  Sen- 
timentalists and  organized  labor  will  both  oppose  it;  the  former 
because  they  cannot  bear  to  think  of  men  being  tested  like  metal 
— a  foolish  notion  but  popular  nevertheless;  the  latter  because 
they  fear  a  physical  test  will  be  used  by  employers  as  a  means  of 
** blacklisting."  The  service,  however,  is  such  an  advance  over 
private  agencies  that  it  ought  to  be  aided  to  ride  out  all  storms. 

By  no  means  all  of  the  labor  problems  of  peace  are  connected 
with  the  government  control  of  industry;  some  are  more  inti- 
mately attached  to  organized  labor.  The  conservative  union 
leaden  were,  in  power  during  the  war  and  rasped  the  radicals 
exceedingly  by  not  taking  k  much  fuller  advantage  of  their  posi- 
tion. The  very  success  of  unionism  whetted  the  appetite  of  the 
radicals  for  extreme  measures.  Success,  also,  has  bred  autocracy. 
Certain  leaders  have  become  so  dictatorial  that  their  followers 
wiD  seize  the  first  chance  to  overthrow  them.  An  attempt  of  this 
sort  held  up  the  shoe  industry  for  weeks  during  the  war,  seriously 
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iiiipairiiiK  Hit*  Mipply  of  hUovs  to  the  Mrmy.  (hi  the*  othrr  lund, 
some  local  unionn  hnvi*  no  advaociHl  in  i*«>iiiffirt  and  wrIMiriQg 
that  they  resent  the*  interference  of  national  oflBoeri  and  chafe 
iindiT  restriction.  Shiphiiildrrs  on  the  Pacific  Coast  and  macUn- 
istji  in  Bridgeport,  Conn.,  were  held  in  line  in  1917  and  1018  only 
by  the  most  drastic  threats.  The  pretttige  of  unionism  b  senousl}' 
ini)>aired  by  such  incidents,  and  whole  localities  are  set  in  uproar. 
The  genns  of  trouble  are  well  sprouted  i^nthin  the  unions  and 
reconstruction  controversies  ^ill  provide  an  exrellrnt  culture  for 
thvir  growth,  especially  if  the  national  officers  are  not  strength- 
by  tacit  or  avowed  government  aid. 

/.ed  labor,  too,  is  not  united  into  one  universal  fedcrm- 
iiiMi.  I  o  Ik?  sure,  the  American  Federation  of  I^bor  holds  sway 
over  most  of  the  trades,  but  there  are  soino  notable  exoeptioos. 
I'or  example,  in  the  clothing  industry  there  are  two  organizations, 
namely  the  UnltcMl  Garment  Workers,  affiliated  with  the  Ameri^ 
can  Federation,  and  the  Amalgamated  Clotiiing  Workers  of 
America,  a  secessionist  group  of  considerable  strength.  Before 
the  war  the  feeling  between  these  two  was  such  that  when  war 
broke  out  it  was  impossible  to  set  up  in  the  clothing  industr>'  a 
board  of  nunliation — as  was  done  in  other  trades — having  upon 
it  :t  union  representative.  During  the  war  the  feud  was  not 
almted.  Unless  the  breach  is  closed  by  a  new  policj*  of  concilia- 
tion or  unless  changes  in  officials  open  the  way  for  peaceful  reun- 
ion, bitter  clashes  between  these  two  unions  cannot  l>e  avoided. 
Manufacturers  also  will  not  be  averse  to  taking  whatever  advan- 
tage accrues  to  them  by  reason  of  this  disaffection,  adding  fuel 
to  an  already  surcharged  flame. 

I'nions  and  labor  in  general,  during  the  war,  became  so  intent 
on  wages  that  they  forced  themselves  into  an  untenable  position. 
AlUiough  wages  must  always  advanct*  i^itli  the  cost  of  living 
regardless  of  production,  ncvorthclt»ss  even  witii  rising  costs  of 
living  there  comes  a  point  in  the  rapid  uptrend  of  wages  beyond 
which  further  increases  cannot  be  granted  unl<*M  offset  by  greater 
servi(v.  Unfortimately  war  wages  were  not  always  accompanied 
by  a  production  that  warranted  the  price  paid.  For 
girls  with  little  training  were  jwiid  fifteen  dollars  a  d^y  or 
for  making  overseas  caps;  cantonment  builders  reod 
twenty  dollars  a  day;  certain  coal  miners  drew  twenty-two  doOan 
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a  day; — ^yct  in  each  case  the  workers  struck  for  even  higher  re- 
turns. In  eadi  instance  the  employers  complained  that  the  in- 
creases in  wages  were  followed  by  a  fall  in  production.  I^bor 
must  learn  that  extraordinary  wages  must  be  earned,  for  no  em- 
ployer can  kmg  afford  to  pay  more  for  a  service  than  he  gets  out 
of  it.  Certain  economists  might  support  the  labor  on  the  ground 
that  the  high  wages  come  out  of  a  surplus  which  belongs  to  the 
man  who  can  get  it;  formerly  swelling  profits,  it  now  inflates 
wages.  The  trouble  is  that  we  cannot  compute  the  exact  size  of 
the  surplus,  and  cannot  estimate  the  relation  between  surplus  and 
production  per  man.  At  any  rate  we  can  expect  manufacturers 
to  fight  for  their  accustomed  profits,  and  labor  to  struggle  to  hold 
its  grip  on  a  fat  pay  envelope. 

The  war  gave  us  new  practices  in  r^ard  to  government  control 
and  intensified  many  of  the  problems  connected  with  unionism, 
but  in  no  place  did  it  so  completely  upset  preconceived  notions  as 
in  the  field  of  women's  work.  The  war  gave  the  finishing  blow 
to  the  old  tradition  that  woman's  only  place  was  in  the  home. 
Our  grandfathers  saw  the  first  attack  on  tlie  fallacy  when  a  few 
women  tried  to  get  a  higher  education  and  gain  a  career;  our 
fathers  witnessed  the  fall  of  the  barriers  that  excluded  girls  from 
business  positions;  and  now  we  mark  the  downfall  of  the  custom 
that  kept  married  women  from  gainful  occupation.  The  "newest 
woman"  does  not  make  a  choice  between  a  husband  and  a  career 
but  wants  both.  The  war-time  employer  having  exhausted  every 
other  source  of  labor  turned  to  the  married  women  and  appealed 
to  their  patriotism,  their  pK)cketbooks  or  their  zeal  for  feminine 
advancement  to  get  them  to  fill  the  gaps  in  industry.  Special 
buildings,  welfare  work,  machinery  and  hours  were  arranged  in 
order  that  married  women  could  coordinate  their  functions  as 
homebuilders  and  breadwinners.  Day  nurseries,  for  example, 
were  set  up  in  the  Connecticut  brass  and  munitions  districts  in 
towns  that  had  never  heard  of  them  before,  and  the  American 
Woolen  Co.,  of  Lawrence,  Mass.,  went  further  in  granting  recess 
twice  a  day  to  mothers  during  which  they  could  go  to  the  nearby 
nurseries  and  play  with  their  own  children.  Neither  employers 
nor  mothers  and  wives  will  want  to  forego  the  advantages  that 
this  new  en^loyment  grants.  Given  an  opportunity  it  has  been 
shown  that  sex  is  no  more  the  determinant  of  what  occupation  a 
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woman  should  hold  than  it  is  in  the  case  of  men.  For  hoik  mai 
and  womefi  the  dunce  is  a  maUer  qf  indmduaU,  If  this  idcA  b 
accepted  it  means  a  great  accretion  to  the  labor  force  of  the 
I'liiti^  States,  and  therein  lies  the  kernel  of  trouble  and  the  real 
cause  for  much  false  solicitude  for  the  welfare  of  women  workers. 

Probably  tiic  immediate  struggle  against  women's  continued 
participation  in  industry  will  not  involve  positions  requiring  high 
d(*p*tvs  of  skill  or  long  training,  but  rather  those  formerly  oocu- 
piiHJ  }>y  si*mi-skillcd  or  unskilled  men.  Since  many  partly  in- 
capacitated soldiers  will  also  be  seeking  this  same  type  of  work« 
much  clamor  may  be  raised  to  oust  the  women.  If  men  fall  in 
their  si^lfish  claims  for  priority  they  will  then  in  all  likelihood  shift 
their  attack  to  wages  and  try  to  comi>cl  cm|)loyers  to  pay  the  same 
rates  for  the  same  work  irrespective  of  the  sex  of  the  employe. 
Between  these  two  campaigns  the  woman  question  bids  fair  to 
be  the  center  of  industrial  dispute  for  some  time  to  come. 

Another  social  change  instigated  by  the  war  and  having  as 
direct  a  relation  to  labor  problems  as  the  "woman  quettioo**  is 
the  industrial  emancipation  of  negroes.  Heretofore  there  has  been 
little  mingling  of  the  white  and  colort*d  peoples  upon  the  same 
jobs,  but  tlie  war  gave  the  colored  folk  an  unusi^y  favorable 
opportunity.  They  advanced  the  argument  that  they  had  been 
thorough  Americans  for  more  generations  than  many  of  their 
white  fellow-citizens;  they  paid  taxes,  bought  bonds,  supported 
war  charities  and  gave  their  best  sons  in  sacrifice  to  the  war;  they 
were  good  enough  to  die  for  their  country  so  they  ought  to  be  good 
enough  to  work  for  it.  This  argument  plus  a  vital  need  for 
person  wnlling  to  labor  led  to  placing  negroes  in  offices  in 
sible  clerical  positions  and  in  shops  at  high  grade  machine  work. 
The  yoke  Uiat  had  held  negroes  in  bondage  to  unskilled  labor  was 
at  last  lifted.  It  will  require  much  sophist r>'  to  iM^rsuade 
that  they  must  give  up  their  new  jobs  to  white  men  or  womi 
the  war  is  over.  Labor  unions  must  face  the  issue  of  including 
negroes  in  their  ranks  and  white  workers  must  learn  that  democ- 
racy has  a  place  in  the  factory  or  office  as  well  as  in 
tional  debate.  Prejudice  is  so  strong,  however,  that  the 
c*annot  hold  their  new  found  freedom  without  many  a 
and  many  a  heartache.  The  battle  in  the  industrial 
be  carried  again  into  politics  because  having 


108  Ths  Annalb  of  the  American  Academy 

equality  the  negroes  may  demand  the  political  rights  guaran- 
teed by  the  constitution. 

One  of  the  great  contributing  factors  to  labor's  power  during 
the  war  was  the  shutting  off  of  immigration.  Enjoying  its  virtual 
nMmo|>oly,  American  labor  will  endeavor  to  continue  it  by  seeking 
nvstrictive  measures  against  inmiigrants.  On  the  other  hand 
employers  will  eiert  their  power  to  regain  a  constant  flow  of 
immigrants,  thereby  hoping  to  loosen  labor's  throttle  grip.  This 
question  must  he  threshed  out  in  the  near  future  here  in  America, 
but  whatever  action  we  take  may  be  offset  by  conditions  at  the 
source  of  immigration.  Legal  restriction  of  emigration  may  coun- 
terbalance a  free  welcome  at  our  jwrts.  Economic  conditions  at 
home,  greater  opjwrtunity  or  burdensome  taxation  may  con- 
strict or  swell  the  volume  of  the  human  current  pouring  through 
our  gates.  If  the  stream  is  checked  at  its  source  American  em- 
ployers may  look  to  new  recruiting  points.  For  example,  10,000 
Porto  Ricans  were  brought  into  the  United  States  and  80,000 
more  were  enrolled  to  come  for  construction  work  during  the 
war;  thousands  of  Mexicans  were  drawn  into  the  mines  of  the 
Southwest  and  Chinese  were  imported  to  the  Pacific  states.  If 
this  type  of  immigration  is  encouraged  because  the  older  springs 
arc  dried  up,  a  whole  series  of  new  problems  confront  us.  Our 
relations  with  Porto  Rico  are  already  complicated  by  the  com- 
plaint of  planters  against  the  withdrawal  of  their  labor. 

Causes  for  unrest  lie  in  the  relations  between  organized  govern- 
ment and  individual  employes  and  employers,  between  organized 
government  and  organized  labor,  between  men  and  women  in 
industrj',  l)etween  white  and  black,  and  between  native  and  alien 
lalK)r  units.  As  a  final  factor,  machinery  enters  once  more  as 
an  element  in  labor  problems.  Whatever  forces  tend  to  make 
lal)or  sc-arce  and  high  priced  directly  further  the  utilization  of 
machinery.  The  Civil  War  was  largely  responsible  for  popular- 
izing farm  machinery  and  was  the  immediate  cause  for  putting 
«hoc  manufacture  ujwn  a  machine  basis.  Likewise,  our  latest 
war  acted  as  a  marked  stimulus  toward  improving  mechanical 
equipment.  For  illustration,  the  use  of  machines  in  mining  was 
greatly  advanced;  mechanical  conveyors  replaced  labor  in  many 
industries;  machines  were  simplified  and  made  more  nearly 
automatic  to  permit  women  and  untrained  men  to  oi>erate  them. 
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By  raisiiig  the  price  of  labor  and  increasing  labor  tuniu\f*r,  U10 
war  rendered  machinery  economical,  and  by  ihr  enUrged  proCta 
of  war  biLsinem  or  by  govfmmental  underwriting,  nianufaciuren 
were  enabled  to  afTurd  new  machines.  Since  the  hdior  scarcity 
made  wages  high  t*ven  to  operators  of  highly  perfected  machiDery, 
the  usual  ol>jt^*tion  of  labor  to  improvements  was  burking.  Even 
if  wages  fall  now  that  war  is  over,  the  machines  will  stay  in  piacr 
because  the  capital  char^oH  have  been  defrayed  and  e\'cii  tkt 
cheapest  labor  cannot  cunii>ete  witli  a  free  machiue.  Inaaach 
as  the  machines  have  l>een  perfected  so  they  may  be  opermt«d  by 
a  lower  grade  of  lal>or,  when  the  fonner  Hkilled  men  come  back 
for  their  jobH  many  will  disoover  tliat  theirs  have  vanished.  This 
can  hardly  fail  to  arouse  animosity  and  make  tlie  adjustment  to 
|M*act*  doubly  diflicult.  The  strife  over  women  in  industry  will 
also  Ik*  intensiHinl  by  the  new  machinery-,  because  the  inventamis 
have  made  women  availalile  for  work  that  formerly  was  exclu- 
sively nmsculinc. 

The  whole  reconstruction  problem  relative  to  labor  is  compli- 
latetl  by  the  question  of  i)olitics.  The  dt*gree  of  government 
control  over  industry'  will  de|K'nd  somewhat  u|Kin  which  party  is 
in  |)owvr;  and  the  final  disi>osition  of  the  issues  of  organised  Ubor, 
uoiiu^n  in  industry,  ne^o  uplift,  immi^ation  and  the  full  use  of 
;ui\  unces  in  mechanism,  will  be  contingent  upon  whether  liepub- 
licans  or  Democrats  hold  the  reins.  In  any  event  we  will  all  need 
to  exercise  restraint,  forbearance  and  wisdom  in  the  labor  prob- 
lems that  surely  confront  us  in  the  days  now  at  hand. 


Measurement  of  the  Cost  ,of  Living  and  Wages 

By  William  F.  Ogburn 

TUK  grvai  upheaval  in  prices  during  the  past  two  or  three  years 
has  forced  into  the  spotlight  of  public  interest  the  standard 
of  liN-ing  as  a  basis  of  wage  st»ttlement.  The  cost  of  living  has  risen 
quite  suddenly  and  most  dramatically,  and  unless  wages  rose  with 
the  riae  in  prices  the  net  result  was  an  actual  lowering  of  the  stand- 
ard of  livnng.  For  this  reason  the  standard  of  living  has  become 
in  a  great  many  cases  the  basis  for  setting  wages. 

Thus  the  Shipbuilding  I^abor  Adjustment  Board  has  on  three 
occasions  raised  wages  to  the  extent  that  the  cost  of  living  has 
risen,  ha\ing  done  so  on  each  occasion  only  after  an  extensive  sur- 
vey and  measurement  of  the  increased  cost  of  living  has  been 
made.  The  National  War  Labor  Board  in  nearly  every  case  that 
has  come  before  it  for  settlement  has  considered  evidence  and 
iestiinony  on  the  increased  cost  of  living.  In  pcThaps  half  of  the 
cases  they  have  made  a  settlement  of  wages  directly  on  the  basis 
of  the  increased  cost  of  living,  and  in  many  of  the  cases  specific 
provision  has  been  made  for  the  future  readjustment  of  wages  on 
the  basis  of  changes  in  the  cost  of  living.  The  Railroad  Wage 
Commission  based  a  recent  raise  in  wages  on  the  results  of  a 
special  nation-wide  survey  into  the  extent  that  the  cost  of  living 
had  risen.  A  number  of  private  employers  have  raised  wages 
after  having  had  special  studies  made  to  determine  the  extent  of 
the  increase  in  cost  of  living.  'A  few  companies  have  made  pro- 
vision for  periodic  (in  some  cases  monthly)  increases  of  wages,  in 
aooordaaoe  with  the  percentage  increases  in  the  cost  of  living. 
Some  of  these  companies  are  the  Bankers'  Trust  Co.  of  New  York 
City,  The  Index  Visible  (Inc.)  of  New  Haven,  Conn.,  the  Oneida 
Cominuiiity,  the  Kelly-How-Thompson  Co.  of  Duluth,  Minn., 
the  Gtarge  Worthington  Co.,  and  the  Printz-Biederman  Co.  of 
Cleveland. 

During  the  period  of  reconstruction  following  the  war,  if  prices 
ahould  continue  to  rise,  there  will  be  further  adjustments  of  wages 
on  the  basis  of  rising  prices.  If,  on  the  otlier  jiand,  prices  fall,  it 
is  certainly  veiy  desirable  that  wages  should  not  fall  more  than 

no 
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\mvvs.  In  either  event  the  changing  ooiit  of  living  wilt  U*  n  |iriiii« 
factor  in  deterniining  wages,  and  during  Uh-  imticmI  lA  m-utul ruc- 
tion, social  and  industrial  (xuiditicms  are  likely  to  l»e  such  aa  |o 
need  the  guiding  hand  of  a  strong  public  iNiliry.  Such  a  public 
|)olicy  must  surely  consider  the  standard  of  ii\ing  in  any  direcUog 
or  control  it  may  employ  on  the  course  of  wages. 

'Hiiii  enhanced  importance  of  cost  of  living  as  a  factor  in 
occasioned  by  the  war  and  reconstruct  ion,  niakeii  it  quite 
able  to  set  forth  not  only  some  of  the  facts  of  recetit  rhsnfns  Id 
the  standard  of  living,  but  also  some  of  the  concepts  involved 
which  are  not  wholly  clear  to  the  general  observer.  Furthermore, 
as  tile  setting  of  wages  by  standards  of  living  depends  upon  tlie 
accurate  determination  of  the  standard  of  lix-ing,  it  is  also  de- 
sirable to  show  something  of  the  technique  that  has  recently  beat 
evolved  for  measuring  this  complex  phenomenon.  For  only  bgr 
such  knowledge  can  the  issue  thus  raised  by  demobilisation  be 
met. 

In  June  of  1918  the  cost  of  Hving  had  risen  around  S6  per  cent 
over  the  pre-war  period.  I  have  spoken  of  June  of  1918  as  a  point 
of  nicasureinent,  because  a  nuiul>er  of  studies  were  independent!}' 
made  of  the  increase  in  the  cost  of  living  up  to  approximately  this 
time,  and  thus  there  was  not  only  abundant  evidence  on  the  in- 
crea.se  in  the  cost  of  living  but  the  results  were  in  considerable 
(x>nfoniuty  as  to  the  exact  percentage  of  increase.  These  studies 
were  nutde  by  the  U.  S.  Bureau  of  Labor  Statistics,  by  the  Ship- 
building Labor  Adjustment  Board,  by  the  Raihoad  Wage  Cam- 
inission,  by  the  National  Industrial  Conference  Board  and  by  the 
National  War  I^bor  Board.  Since  June,  1918,  the  measurcnrnt 
<»f  cost  of  living  lias  been  carried  on  by  the  U.  S.  Biuvau  of  Labor 
Statistics  in  various  localities.  These  results  of  the  bureau  air 
not  yet  fully  tabulated,  but  upon  the  basis  of  data  collected  in 
fifteen  shipbuilding  centers  for  August.  1918,  the  average  in- 
crease up  to  that  time  over  1014  was  05  per  cent' 

These  figures  are  not  based  on  wholesale  prices,  which  fluctuate 
somewhat  more  widely  than  do  retail  prices,  nor  on  food  alone. 
which  is  only  about  40  per  cent  of  the  budget,  but  are  based  upon 
food,  rent,  fuel  and  light,  clothing  and  sundries.    The  ii 
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cnKst  of  living'  is  IouihI  l»y  (•<)nil>i!iiiiK  <!»<'  in*  rrjisod  cost  of  riwU  of 
thcac  five  cla^i.si's  of  ox]H'iKliturr,  aftiT  ilu*  iiHTras<'<l  rosi  of  oacli 
cl«M  has  been  weighted  aet*ordin^  to  it.s  relative  iin])ortance  in  the 
budget. 

The  incieMe  in  the  price  of  food  is  found  hy  taking  an  averaj?e 
of  the  increase  (or  decrease)  in  some  thirty  or  forty  artich's  of  f(K)(l, 
each  weii^ted  according  to  the  amount  spent  on  it.  For  a  par- 
ticular locality,  prices  of  each  article  are  taken  from  <Mght  or  ten 
stores.  Food  in  October,  1918,  has  increased  75  per  cent  over  the 
average  price  for  1914-1915. 

The  increase  in  rent  for  a  town  or  city  is  found  by  taking  a 
sample  of  from  500  to  2,000  houses  or  apartments,  located  pro- 
portionaUy  in  all  the  districts  where  workingmen  live  and  find- 
ing the  average  change  in  rent  of  these  dwellings  over  the  i)eriod 
studied.  The  increase  in  rent  has  not  been  so  rapid  nor  so  great 
as  the  increase  in  most  other  items  of  the  budget.  The  changes 
in  rent  vary  widely  from  locality  to  locality.  Thus  in  Detroit 
from  December,  1914.  to  March,  1918,  rent  increased  38  per  cent, 
while  in  Jacksonville  from  December,  1914,  to  August,  1918,  rents 
fell  one  per  cent. 

The  problem  in  measuring  the  increase  in  fuel  and  light  lies 
chiefly  in  weighting  the  changes  in  price  according  to  the  extent 
that  each  tjT>e  of  fuel  and  light  is  used  by  the  community.  In 
general  the  increase  in  coal  and  wood  has  been  nearly  the  same  in 
most  areas,  while  changes  in  rates  for  gas  and  electricity  vary 
somewhat  by  locality.  Gas  and  electricity  have  usually  not 
changed  so  much  in  price,  increasing  by  no  great  p)ercentage  and 
in  rare  instances  falling  slightly.  From  December,  1914,  to 
August,  1918,  fuel  and  light  have  increased  from  25  per  cent  to 
45  per  cent,  in  most  cases  being  near  the  latter  figure. 

Clothing  has  increas<Hi  to  the  greatest  extent  of  any  general 
daai  of  expenditure,  ranging  from  125  per  cent  to  70  per  cent  over 
the  pre-war  jx-riod  to  August,  1918,  in  general  the  increase  ])eing 
around  95  to  100  per  cent.  The  increase  in  the  price  of  clotlung  is 
measured  by  getting  the  prices  on  about  seventy-five  articles  of 
clothing  used  by  various  members  of  the  fanuly  from  eight  or  ten 
stores  in  the  locality,  in  each  store  getting  the  prices  if  possible  on 
four  or  five  leading  sellers  representative  of  each  article  of  clothing. 
The  increases  over  the  period  studied  for  each  of  these  articles  of 
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found. 

Sunflrit*8   include  expc*nditurt*ii   for   innurmnoe,  orxaniiuiliofit, 
furnitun*  and  fumuhingB,  education.  nt,  «ifkiiai»  car- 

fare and  variouii  niisoeUaneous  exi>«  V\h*  inofrnm  in 

8undn4\s  is  most  difficult  to  get  becauae  of  Uie  difficulty  of  getting 
pro|HT  weights  and  enough  large  samples  for  each  locality.  Most 
of  thi*  studies  made  liave  not  measured  the  increase  in  sundries 
adtKiuateiy^  From  the  few  can^ful  studies  made  of  changes  in 
prices  of  sundrk^s,  it  seems  they  increase  at  about  the  same 
percentage  as  the  total  of  the  iteniM  of  the  budget. 

Some  idea  of  the  variation  in  tiie  increased  cost  of  h\'ing  in 
diflferent  localities  can  he  had  by  noting  the  following  figures  for 
the  increased  cost  of  li\in^  in  various  sliipbuilding  centers  from 
December,  1914,  to  August.  1918.  made  \^'  tiie  IT.  S.  Bureau  of 
Labor  Statistics:  Baltimore,  80  j>er  cent;  Norfolk,  75  per  cvnt; 
Bath,  Me.,  68  per  cent;  Philadelphia,  07  per  cent;  Portsmouth. 
N.  H.,  67  per  cent;  Chicago,  65  per  cent;  Boston.  65  per  cent; 
Jacksonville,  Fla..  68  per  cent;  Portland,  Me.,  6S  per  cmt; 
Toledo,  Ohio,  63  per  cent;  New  York,  62  per  cent;  Superior, 
Wis.,  60  per  cent;  Beaumont,  Tex.,  60  per  cent;  Savannah,  Ga.. 
58  per  cent;  Mobile,  Ala.,  56  per  cent.  Perhaps  more  variation 
Ls  shown  by  these  figures  than  really  exists,  because  the  month  of 
August  is  an  unsatisfactory  month  to  get  prices  in,  as  in  some 
cities  the  autunm  prices  are  quoted  and  in  otliers  the  prices  of  a 
former  season  are  quoted.  Thus  when  the  month  of  January. 
1918,  was  taken  as  the  point  to  which  to  measure  the  increaard 
cost  of  living  from  December,  1914.  the  variation  was  only  from  40 
per  (vnt  to  48  per  cent  for  fifteen  shipbm'ldin^  ivnters.  In  ahip- 
huilding  centers  and  localities  doing  large  amounts  of  war  work, 
ptn-haps  the  increase  is  sliglitly  greater  than  in  otiier  cities,  br> 
cause  in  many  of  these  centers  of  war  in<lustries,  rent  has  increased 
more  than  in  other  places.  (K  course  most  cities  ha\'e  been  drnng 
some  war  work  an<l  this  difference  in  n»nt  must  ntit  be  undul\ 
pressed.  The  rise  in  food,  clothing,  fu«*l  and  ciTtain  Hundnes 
siH^ms  to  be  general  irrespective  ai  locality. 

In  this  manner,  then,  the  inoneased  cost  of  li\nng  hai  been  de- 
termined for  a  definite  period  and  for  particular  localities  for  the 
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purpose  of  increasing  wages  by  the  same  percentage  of  incroase 
thai  the  cost  of  1i%'ing  has  sho^Ti,  thus  enabling  the  same  standard 
of  living  to  be  maintained.  But  in  a  nimiber  of  cases  this  process 
oi  rmising  wages  has  been  unsatisfactory'  because  it  is  claimed  that 
the  standard  of  living  in  the  pre-war  period  which  was  used  us  the 
basis  for  computing  an  increase  was  too  low.  And  certainly  ii 
number  of  American  wage-earners  were  endeavoring  to  live  on  l<\s.s 
than  a  minimum  of  subsistence  in  the  pre-war  jx^riod.  The  prob- 
lem then  becomes  one  of  determining  what  is  a  proper  standard  of 
li\ang.  To  raise  wages  according  to  the  increase  in  tlie  cost  of 
living  is  in  some  cases  not  an  adequate  method  of  setting  wages, 
and  in  these  cases  wages  can  be  settled  satisfactorily  only  by  con- 
sidering the  standard  of  living  as  well  as  the  increased  cost  of  liv- 
ing. 

The  problem  in  such  an  event  then  is  to  determine  the  proper 
standard  of  liN-ing.  Up  to  the  present  time  attempts  have  been 
made  to  measure  three  difTerent  levels  of  living. 

The  first  of  these  is  what  might  be  called  the  poverty  level  and 
for  which  there  have  been  drawn  a  number  of  budgets,  princi- 
paUy  by  various  charity  organizations  and  philanthropic  societies. 
Families  living  at  this  level  receive  charity  in  the  form  of  gifts 
or  free  medical  service  or  in  other  ways.  Or  if  they  do  not  do  tliis 
th^  attempt  to  hve  on  a  level  so  low  as  to  weaken  them  eventu- 
ally to  such  an  extent  that  disease  inevitably  overtakes  them. 

The  level  above  the  poverty  line  is  called  the  minimum-of -sub- 
sistence level.  This  level  varies  of  course  from  country  to  coun- 
try. It  is  spoken  of  here  as  the  American  standard,  it  being 
realized  that  it  varies  somewhat  in  different  parts  of  an  area  so 
large  as  the  United  States.  The  minimiiyn  of  j  subsistence  \vi\\ 
also  change  over  a  period  of  time,  irrespective  of  the  level  of  i)rices. 
What  was  the  minimum  of  subsistence  a  number  of  years  ago  is 
certainly  not  a  minimum  of  subsistence  now.  Quite  a  number  of 
budgets  have  been  set  for  this  level  in  previous  years.  The  study 
made  by  Dr.  Chapin  in  New  York  in  1907  set  such  a  level.  An- 
other was  the  budget  of  the  New  York  Factory  Investigating  Com- 
nuMWon  in  1914.  Such  a  standard  of  living  corresjjonds  approx- 
imately with  that  of  common  or  unskilled  labor,  and  is  what  is 
ffenerally  referred  to  as  a  living  wage.  t. .  ^ 

llien  haa  also  been  a  tendency  to  recognize  still  another  level 


Waoeb  and  ths  Cost  of  LnroNi  115 

which  has  been  called  the  minimum  comfort  lerel,  which  it  of  a 

'  -  -what  higher  than  that  of  the  minimum  nf  mhiiafmoci 

autumn  of  1017  in  Seattle  tiie  arhitratioo  bottd  fal  a 
strike  of  the  street  railway  employes  accepted  a  budget  of  $1»500 
for  n  family  of  five.  The  settlement  was  made  on  the  basis  of  a 
budK<^t,  drawn  afttr  '^u^^Merable  study,  and  called  tbe  minimum 
ctjnifort  bu(lg<*t. 

Tlie  poverty  budget  at  the  charity  level  ii*  chiefly  of  concern  to 
rharit>'  organisations,  and  it  is  hoped  that  less  and  leas 
will  have  to  be  paid  to  this  t^'pe  of  budget.    On  the  other 
the  budget  at  the  level  of  the  minimum  of  subsistence  is  of  the  ut- 
most importance  because  it  determines  the  line  below  whith  Amer- 
ican familios  ought  not  to  be  allowed  under  any  circumstances  to 
sink.     In  some  localities,  sufficient  carefid  study  has  been  made  of 
the  ininimum  of  subsistence  by  various  students  to  lend  consid- 
•'■iencc  to  the  accuracy  of  their  results.    Thus,  in  1907 
\        1    rk  City,  Dr.  Chapin  after  a  very  careful  study  said, 
*  An  income  under  $800  is  not  enough  to  permit  the  maintenance 
>f  A  normal  standard.    An  income  of  $900  or  over  probably  per- 
mits the  maintenance  of  a  normal  standard,  at  least  as  far  as  the 
pliysiral  man  is  concemt^d."    For  1914  in  New  York  City  the 
\rw  ^'ork  Factory  Investigating  (Commission  Set  a  minimum-of- 
ice  budget  at  $876.    And  in  1915  the  Bureau  of  Personal 
V  V  of  the  Board  of  Estimate  and  Apportionment  of  New  York 
made  a  minimum  budget  estimate  for  an  unskilled  laborer's 
family  in  New  York  of  $845.    These  budgets  therefore  approx- 
imate the  minimum  of  subsistence  for  New  York  City  before  the 
pn\s(*iit  great  increase  in  the  cost  of  livmg,  which  was  first  mar- 
kcxily  noticeable  in  the  late  summer  of  1915.    If  the  minimum  of 
istence  in  pre-war  times  was  between  $850  and  $900  for  a 
...i.iily  of  five,  what  is  it  now  since  the  great  upheaval  in  prices? 
A  good  deal  of  investigation  has  been  nuule  on  the  problem  of 
what  is  a  minimimi  of  subsistence  in  America  today  by  the  cost- 
f-living  department  of  the  Natkmal  War  Labor  Board.    In  the 
arly  summer  of  1918  this  level  was  described  by  a  budget  drawn  up 
i  tern  by  item.    This  budget  was  based  largely  on  data  colkcted  by 
the  U.  S.  Bureau  of  Labor  Statistics,  and  was  worked  up  in  con- 
Miltation  with  various  experts.    This  work  showed  that  for  a 
family  of  five  to  mi^jntftin  the  minmmm  of  subsisleoce  in  a  large 


116  Till-'  Aw^iA  OF  TiiK  American  Academy 

eattern  city  iii  Juuc  ot  1U18  an  income  of  $1,380  was  nect^ssary. 
Approximately  this  estimate  was  confirmed  by  a  totally  different 
method  of  approach,  namely,  by  applying  the  percentages  of  in- 
crease in  cost  of  living  to  well-recognized  budgets  worked  out  in 
former  |x*riods.  The  increase  in  foo<l,  in  rent,  in  fuel  and  lirfit, 
in  elutJiing  and  in  sundries  was  added  to  the  estimates  in  former 
budgets,  and  so  brotight  up  to  date.  Thus,  Dr.  Chapin*s  budget 
for  New  York  City  in  1907  would  cost  in  June,  1918,  $1 ,390.  The 
budget  of  tlie  New  York  Factory  Investigating  Commission  would 
cost  $1,360  and  that  of  the  New  York  Board  of  Estimate  would 
cost  $1,320.  It  is  possible  to  use  still  another  method  of  estimat- 
ing the  mininuim  of  subsistence.  In  minimum-of-snbsistenc^ 
budgets  food  usually  costs  about  44  jht  cent  of  the  total,  so  if  we 
know  the  cost  of  food  we  can  estimate  the  total  budget.  The 
U.  S.  Bureau  of  Labor  Statistics  collected  600  dietaries  in  the  New 
York  Shipbuilding  district,  which  cost  on  the  average  $607  a  year, 
the  families  averaging  3.6  equivalent  adult  males.  Upon  analysis 
this  average  dietary  based  on  600  cases  yielded  only  3,155  calories 
per  adult  per  day,  not  allowing  anything  for  waste.  So  if  we  con- 
sider $615  as  the  cost  of  food  per  year  for  a  family  of  3.4  equivalent 
adult  males,  we  get  a  total  budget  of  $1,390.  It  seems  fairly  clear 
then  that  in  June,  1918,  the  minimum  of  subsistence  for  a  family 
of  five  living  in  a  large  eastern  city  was  from  $1,350-$1,400.  If 
the  cost  of  li\*ing  since  June,  1918,  to  tlie  present  time  (November. 
1918)  has  risen  10  per  cent,  then  the  minimmn  of  subsistence  at  the 
present  time  costs  about  $1,500  for  a  family  of  five  in  a  large  east- 
em  city. 

Not  ver>'  much  attention  has  been  given  to  standards  of  living 
above  the  subsistence  level  for  the  purpose  of  setting  wages.  But 
the  department  of  the  National  War  LAbor  Board  on  the  cost  of 
living  drew  up  for  the  consideration  of  the  board  a  budget  a}>ove 
the  subsistence  level  which  was  called  the  minimum  comfort  hvel. 
In  June,  1918,  the  c-ost  of  this  budget  was  $1,760  jwr  year  for  a 
family  of  ^vi:.  These  facts  will  give  the  reader  fairly  gowl  idetis 
of  various  levels  of  the  standard  of  living  since  the  great  cliange  in 
prices. 

TTie  imfMirlance  of  the  standard  of  living  as  a  factor  in  detennin- 
ing  wages  during  reconstruction  will  probably  occasion  a  good 
many  attempts  U>  define  and  tneasure  the  standard  of  hving  ia 
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variuu.*)  mduiitries  and  io  viinoiu  |>iirU  ol  Uic  country.  Such  • 
prohabilily  makes  it  desirable  here  to  develop  aomewliat  tlie  eon- 
(tpt^i  involved  in  the  standard  of  living  and  the  method  of  de> 
ti'miiiiiiiK  proper  standards. 

T\\v  iivnvra\  rrader  is  not  at  all  tiiiu^K  fully  aware  of  the  lolknr- 
ing  ci>iRt*pt«.  A  standard -of -living  budget  for  wage-«aniefB  b 
thought  of  by  some,  and  erroneously  so,  as  fitting  a  particular 
individual  family  rather  than  an  average  family.  But  budfets 
for  the  purpose  of  wage  adjustment  are  drawn  not  for  a  single 
family  but  for  a  group  of  families.  Hence  the  items  of  a  budget 
should  be  average  items.  Thus  in  a  particular  community  the 
men  in  some  families  vr\\\  ride  on  the  8tre4*t  car  twice  a  day  for 
even  work  day  in  a  montii.  Men  in  otiier  fanulics  will  not  ride 
to  and  from  work  at  all.  So  an  average  budget  for  «ueh  a  com- 
nuinity  might  put  down  exj)enditures  of  the  man  for  car  fare 
for  thirty  ear  rid(*8  a  montli,  altiiough  no  man  in  any  family 
would  ride  exactly  tliis  number  of  times  a  month,  no  more  and  no 
iejvs.  It  is  rather. an  average  expenditure  of  those  who  ride  to 
work  and  those  who  do  not.  Similarly,  tlie  numlMT  of  suits  of 
clot  lies  bought  per  year  might  be  exj)ressed  in  fractions.  ItctiiJi 
of  exiH'nditure  are  therefore  generalized.  It  follows  from  tW 
above  analysis  that  items  of  expenditure  should  not  be  set  at  the 
lowest  possible  figure  for  an  individual  but  for  the  group  as  a 
whole.  Thus  some  men  may  netnl  only  2.500  <;alories  a  day  while 
some  will  need  6,000  calories,  the  average  for  a  man  at  moderate!}* 
hard  work  l>eing  probably  S,500. 

Another  conception  necessary  for  a  clear  understanding  of  set- 
ting wages  by  constructed  budgets  is  that  budget  estimates  must 
not  be  ideal.  It  cannot  be  assumed  for  instance  that  a  housemift* 
has  the  expert  training  of  a  domestic  sdenoe  expert.  Nor  should 
l)udg<*ts  be  constructed  without  an  allowance  for  tobacco,  when 
we  know  Uiat  it  i^ill  be  impossible  practically  for  a  community  to 
live  according  to  such  ideal  ndes  of  expenditure.  On  the  otbrr 
hand  it  seems  questionable  whetlier  such  constructed  budget* 
slioidd  conform  absolutely  to  practice.  The  expenditure  io 
actual  practice  will  be  a  function  of  the  income  rcoet\*ed  and  as  the 
iiu  oinr  1>  wliat  we  want  to  determine,  there  is  danger  ol  getting  m 
a  ( ir.  1(  .  1  or  instance,  families  of  a  group  of  workmen  ma>'  ^leod 
only  ,sl8  a  year  for  sickness;  whereas  tJiey  shouki  spend  nKxe»  as 
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we  know  from  data  gathered  in  sickness  surveys  that  they  need  to 
fei  moare  medical  attention  than  $18  will  buy.  Budget  estimates, 
however,  should  confonn  fairly  closely  to  practice. 

Budgets  are  usually  constructed  for  a  family  of  husband,  wife 
and  three  children.  This  custom  is  justified  on  the  grounds 
that  public  policy  should  encourage  early  marriage  and  that  to 
pivvent  the  population  from  decreasing,  at  least  two  children 
should  be  reared  to  parenthood. 

Formerly  budget  estimates  included  chiefly  food,  rent,  fuel  and 
light,  and  clothing;  other  items  were  neglected  to  a  great 
extent.  Food,  shelter  and  warmth  were  thought  of  as  the  min- 
imum of  subsistence.  We  now  know  that  food,  shelter  and 
warmth  are  not  the  only  necessary  needs.  And  so  considerabl<» 
attention  is  being  paid  to  other  items  of  expenditure  in  budget 
making.  For  instance  if  we  find  large  numbers  of  families  who 
do  not  get  enough  food  and  who  do  not  get  medical  attention 
when  sick,  yet  frequently  attend  moving  picture  shows,  the 
proper  conclusion  would  seem  to  be  that  recreation  is  a  necessary 
need  as  truly  as  food,  and  we  know  that  in  American  life  recrea- 
tion costs  some  money.  Hence  expenditures  for  recreation  should 
be  written  into  a  minimum-of-subsistence  budget.  And  so  it 
is  with  sundry  items. 

To  some  persons  not  familiar  with  budgetary  studies,  the  de- 
termination of  the  level  of  subsistence  seems  a  matter  of  opinion 
rather  than  of  science.  But  there  are  many  scientific  approaches 
to  the  problem  and  various  ways  of  eliminating  the  personal  bias. 
This  method  cannot  be  gone  into  at  length  here  but  some  of  the 
de\ices  used  for  locating  the  point  of  subsistence  may  be  set  forth 
briefly. 

The  food  requirement  can  be  found  by  subjecting  to  food  analy- 
sis a  number  of  actual  dietaries.  The  cost  of  that  dietary  actu- 
aMy  used  which  furnishes  the  requisite  number  of  calories,  grams 
of  protein  and  the  necessary  chemical  constituents  will  be  set  as 
the  minimum  amount  of  expenditure  for  food  for  subsistence. 
The  amount  for  rent  can  be  estimated  by  selecting  a  standard 
houae  of,  say,  four  or  five  rooms  with  bath  and  finding  the  aver- 
age rental  for  various  localities  in  the  community.  Or  if  a  num- 
ber of  budgets  have  been  collected,  the  minimum  rent  may  be 
determined  at  a  point  where  overcrowding  ceases  to  exist,  hav- 
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one  or  one  and  oneJimlf  penoiui  to  u  ruiiin.  i't  i  ha^i^  a  fun  nu  iiioii 
of  determining  the  fuel  and  li^t  necessary  is  to  compute  for  various 
types  of  heating  apparatus  in  houses  of  a  certain  siae  the  amount 
of  fuel  and  light  used  by  families  that  are  known  to  be  just  aboine 
iiie  {Miverty  level  but  dearly  so.  The  minimum  of  subdsUnee 
in  clothing  is  perliai>8  most  difficult  to  determine.  The  usual 
procedure  is  to  adopt  a  certain  estimate  of  clothing  upon  whieh 
there  has  been  a  fair  amount  of  agreement,  such  as  one  oTOcoal 
every  three  years,  one  hat  a  year,  one  cap  a  year,  one  suit  of 
clothes  a  year  and  so  on.  At  this  time  of  changing  prices  h  is 
difficult  to  express  these  units  in  price  terms  whi<^  will  show  agree- 
ment. If  a  number  of  family  schedules  have  been  coUected*  it  is 
possible  to  locate  a  point  where  the  expenditure  of  clothes  for  the 
wife  is  say  75  per  cent  of  the  expenditure  for  the  dothing  of  the 
husband,  or  some  such  point  agreed  upon.  It  is  known  for  in- 
stance that  when  tlie  clothing  allowance  is  too  low,  the  expendi- 
ture for  the  wife's  clothing  is  only  a  small  percentage  of  the 
<'xiM>nditure  for  the  husband's  clotliing,  and  that  when  the  aOow- 
ance  for  clotlies  is  bountiful  that  tlie  expenditure  on  the  wife's 
clothing  equals  or  exceeds  that  for  the  husband.  There  is  no 
general  rule  for  determining  the  amount  necessary  for  sundry 
expenditures.  The  amount  for  car  fare  is  broken  into  three 
classes,  that  necessary  for  the  husband  to  spend  in  going  to  and 
from  work,  that  necessary  for  children  to  go  to  and  horn  school, 
and  other  car  fare;  in  this  way  the  amount  can  best  be  approxi- 
mated. The  amount  for  sickness  can  be  estimated  from  a  study 
of  the  average  number  of  days  of  sickness  a  year.  There  arr 
also  various  ways  of  getting  expert  testimony  on  the  amount  of 
insurance  necessary.  And  so  one  can  set  a  minimum  standard 
throughout  the  items  of  the  budget. 

(  onsidering  the  budget  as  a  whole,  there  are  various  guide 
l>oiits  that  readily  tell  when  the  poverty  line  is  passed.  Usually. 
gifts  of  clothing  are  indicative  of  poverty.  So  also,  the  method 
of  obtaining  fuel,  known  as  ''gathering  fuel"  is  often  an  index  of 
poverty.  The  jwint  also  at  which  the  family  ceased  to  be  in  debt 
is  significant.  Thus  in  tlie  District  of  Columbia  in  1016 
^^-itli  incomes  lower  than  $1,150  were  on  the  average  in 
Usually  all  these  various  tests  converge  upon  a  particular 
and  this  is  spoken  of  as  the  minimum- 
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Fomu'Hy,  hudgct.s  <iot<*niiininK  siandanls  of  li^^IlJ?  woro  ex- 
prciiiii  only  in  ])rircs.  Now,  liowrver,  at  a  time  wlien  prices  an* 
dumging  very  rapiilly,  a  hiidget  expressed  in  j)rici*s  is  not  very 
intelligible  and  will  bo  less  so  the  further  back  the  period  which  it 
repiesenU.  The  need  is  therefore  quite  manifest  for  a  budget 
expressed  in  quantities  as  well  as  in  prices,  and  the  items  should  b<' 
described  also  as  fully  as  possible.  It  is  greatly  to  be  hoped 
that  future  budget  studies  will  be  in  terms  of  quantities  ade- 
quately described.  Furthermore,  the  more  fully  a  budget  is 
described,  the  more  accurate  is  the  measurement. 

Enough  has  been  indicated  to  show  what  sort  of  measurement 
is  necessary  if  the  standard  of  living  is  to  be  used  in  wage  settle- 
ments. A  budget  study  of  a  particular  community  is  quite  a 
difficult  undertaking,  involves  considerable  technicality  and  is 
quite  expensive.  In  a  country  as  large  as  the  Ignited  States  and 
possessing  so  many  localities  where  wages  may  Ix^  adjusted  on  the 
basis  of  the  cost  of  living,  it  is  an  impossible  undertaking  to  make  a 
budgetary  study  in  every  community.  It  would  seem  that  such 
a  difficulty  could  be  met  by  estimating  the  cost  of  living  in  a  city 
for  which  we  have  no  budgetary  study  and  by  finding  the  price 
differential  from  a  city  for  which  we  have  budgetary  studies.  In 
the  wage  adjustments  of  the  National  War  Labor  Board  during 
the  war  a  very  great  need  was  felt  for  some  quick  method  of  de- 
termining the  differential  in  cost  of  living  between  one  city  and 
anotlier.  For  instance,  the  wage  may  have  been  set  in  Pliila- 
delphia  for  street  car  employes  on  the  basis  of  the  cost  of  living. 
It  is  also  desirable  to  set  wages  in  New  Orleans  for  street  car  men, 
but  there  is  no  cost  of  living  study  in  New  Orleans.  It  would  be 
much  simpler  and  easier  to  set  the  wages  in  New  Orleans  if  such 
a  differential  were  known. 

But  so  far  there  seems  to  be  no  (juick  way  of  telling  how  miuli 
less  it  costs  to  live  in  New  Orleans  than  in  Philadelphia,  except  by 
full  budgetary  studies.  It  would  se<»m  that  tlie  way  to  measure 
this  differential  would  be  to  get  the  i)ric<\s  of  an  extx?nsive  list  of 
conmiodities  such  as  food,  clothing,  rent,  etc.,  in  Philadelphia  and 
in  New  Orleans,  and  the  average  difference  in  prices  will  be  the 
differential  in  living  costs  between  the  two  cities.  The  difference 
between  the  prices  of  the  identical  commodities  between  the  two 
places  would  be  very  slight  indeed.     But  if  determined  it  would 
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^■mI  of  living  becmuw  ol  differences  in  habiU  of  living.  Par  in- 
^'^ancf.  tlic  clietarHMi  in  New  Orleana  are  quite  <lifT«*rmt  from  thoMf 
ill  Plulu(l4'l))hiu.  llie  same  articles  of  food  would  txmi  cmi  thm 
average  about  the  same  in  the  two  pluces;  but  a  dietary  yielding 
jii^t  as  ninny  calories  in  New  Orleans  as  a  different  dietaiy  would 
\  u  111  in  I'iiiladclphia  apparently  will  cost  considerably  leas.  Sim- 
ilarly so  simple  a  differential  to  measure  as  rents  may  be  nevw 
theless  difficult  to  determine,  the  type  and  sixe  at  house  in  New 
Orieans  being  quite  difTertmt  from  tliat  in  Philadelphia.  Thctv 
are  climatic  difTert*nc*c\s  which  affect  standardn  in  cunAUinptioa 
of  fuel.  Also  common  bmnds  of  clotliing  between  the  two  places 
an'  ver>'  few.  So  it  is  very  difficult  to  estimate  differences  in 
cost  of  living  between  two  places  i^ithout  making  full  budgetary 
studies.  As  the  difference  in  cost  of  li\ing  between  any  two  places 
is  in  most  cases  small,  the  error  in  rough  approximations  is  too 
great.  Pkt>bably  the  best  way  to  handle  tliis  problem  is  to  have 
very  careful  budgetary  studies  made  in  representative  localilies 
in  representative  districts,  as  for  instance  in  small  towns,  large 
\ovms  and  large  cities  in  the  various  geographical  areas,  and  to  use 
the  ciiffert^ntial  tJius  carefully  determined  as  representative  of 
other  differentials.  This  the  U.  S.  Bureau  of  Labor  Statistics 
is  engaged  in  doing  at  the  present  time. 

This  point  is  extremely  imi)ortant  in  forming  any  reaUy  national 
I)olicy  on  wages.  At  the  present  time  there  are  considerable 
(lifTcrenees  in  levels  of  wages  in  different  parts  of  the  country. 
Some  observers  justify  these  local  or  territorial  difftTenw^s  by  say- 
ing that  the  cost  of  living  is  quite  diffen»nt  in  these  areas.  Others 
on  the  oilier  hand  rt»ply  Uiat  tlie  differences  in  tlie  cost  of  living 
in  the  various  an*as  are  different  because  wagrs  determine  the 
cost  of  lix-ing  and  that  a  uniformity  in  wages  wouKl  bring  a  uni- 
formity in  living  costs.  They  say  that  the  identical  standard  of 
living  prices  in  the  various  temtorial  districts  would  be  vay 
nearly  the  same  in  cost  in  all  localities.  Obviously  such  a  prabkn 
as  this  should  be  solved  before  a  satisfactory  national  t^^licy  in 
rt^gard  to  wages  can  be  declared.  The  Railroad  Wage  CuiiunisMi 
and  the  Shipbuilding  Labor  Adjustment  Commissioii,  both  hand- 
ling wages  on  a  national  scale,  have  been  confront «*<1  ^*ith  this 
problem.     In  general  their  findings  have  been  that  the  diffcrvnoes 
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in  the  cost  of  living  in  various  parts  of  the  country  are  not  so  great 
as  are  popularly  supposed. 

In  conclusion,  then,  it  must  be  recognized  that  there  are  various 
determinants  of  wages,  supply  and  demand,  productivity  and  the 
standards  of  living;  and  these  are  variously  interrelated.  In  a 
period  of  laissez-faire  conditions,  supply  and  demand  operate 
particularly  strongly.  But  with  the  development  of  social  con- 
trol and  the  growth  of  social  justice,  the  standard  of  living  plays 
a  large  part  in  the  determination  of  wages.  This  has  been  true 
particularly  during  the  war  because  of  the  increase  in 'prices  and 
the  necessity  of  a  high  degree  of  social  regulation  and  control. 
During  the  period  of  demobilization  and  reconstruction,  the 
standard  of  living  should  be  equally  as  important  in  national 
consideration.  For  the  gains  of  democracy,  whether  it  be  po- 
litical or  economic  in  the  last  analysis,  certainly  come  down  to 
one  important  base,  the  standard  of  Hving.  The  standard  of 
living  must  also  be  very  seriously  considered  in  formulating  any 
national  policy  in  regard  to  wages.  The  importance  of  the 
standard  of  living  in  the  adjustment  of  wages  then  has  bet^n  \\w 
reason  for  setting  forth  in  this  paper  the  definition  of  important 
concepts  involved,  something  of  the  technique  of  measurement 
recently  evolved  and  also  a  few  of  the  more  important  facts  in 
regard  to  the  extent  in  the  rise  of  the  cost  of  living  and  the  present 
levels  in  the  standard  of  Hving. 
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Wages  for  Women  Workers 

By  Mart  Akdebson 

'IXT'OMEN  are  doing  their  share  of  our  countxy'f  work  under 
^  ^      many  new  condiUonB  and  it  therefore  beoomct  a  n#ttimyt 
responsibility  to  see  that  they  are  not  sacrificed  or  exploit«L 

Equal  Work,  Equal  Pay 

Women's  wages  should  be  determined  in  the  same  manner  as 
men's  wages.  As  Miss  Mary  Van  Kleeck,  Director  of  the  WonaB 
ill  Industry  Service  of  the  Department  of  Labor  has  weD  sakL 
**  Wages  should  be  determined  on  the  basis  of  occupation  and 
not  on  the  basis  of  sex."  Women  doing  the  same  work  as  men 
should  receive  the  same  wages  with  such  proportionate  ii 
as  the  men  are  receiving  in  the  same  industry.  Slight 
made  in  the  process  or  in  the  airangement  of  work  should  not  be 
regarded  as  justifying  a  lower  wage  for  a  woman  than  for  a  man 
unless  statistics  of  production  show  that  the  output  for  the  job  in 
•  pM^flon  is  less  when  women  are  employed  than  when  men  are 
viiiployed.  If  a  difference  in  output  is  demonstrated,  the  differ- 
ence in  the  wage  rate  should  be  based  upon  the  diffeience  in  pro- 
duction for  the  job  as  a  whole  and  not  determined  arbitrarily. 

During  the  period  of  the  war,  employers  have  been  outspoken 
in  their  praises  of  women's  work.  They  have  said  very  truthfully 
that  the  womai  who  have  taken  men's  places  have  been  just  as 
efficient  and  in  many  instances  have  done  more  and  better  work 
than  the  men  whom  they  replaced  or  those  with  whom  tbey 
workcnl  side  by  side.  But  their  attitude  on  wages  has  been  curi- 
ously illogical. 

For  example,  in  one  city  a  manufacturer  with  ver>'  important 
war  contracts  wanted  to  employ  women  for  night  work.  In  that 
state  the  law  forbids  the  emplojTnent  of  women  between  the 
hours  of  ten  p.m.  and  six  aan.  The  empl<^yer  gave  as  his  reasons 
for  urging  night  work  that  women  were  far  better  workers  than 
men,  that  they  did  more  work  and  better  work  and  came  to  the 
factorj'  with  greater  regularity,  that  he  had  a  ni^t  shift  of  men 

ISS 
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who  wew  vcr>'  inefficient  and  most  of  whose  work  had^to  be 
thrown  on  the  scrap  pile. 

A  caaual  inquiry  waa,  "How  much  are  you  i)ayinK  an  hour  for 
this  work?*' 

"Oh,"  was  the  reply,  "we  are  paying  the  men  forty  cents  an 
hour  ^^-ith  a  fifteen  per  cent  bonus  for  night  work.** 

Another  question  was,  "How  much  are  you  intending  to  pay 
the  women  for  working  at  night?" 

Answer:  "We  will  pay  them  twenty-five  cents  an  hour." 

The  querj'  went  forth  again :  "  You  have  said  women  are  more 
efficient  than  the  men  and  that  they  do  more  work  and  better 
work.  Don't  you  think  that  they  ought  to  receive  the  same  pay 
that  these  very  inefficient  men  are  getting?" 

Reply:  "But  women  have  not  the  same  family  responsibility 
that  men  have." 

Question :  "  But  do  you  know  how  many  of  your  men  employes 
have  family  responsibilities?" 

Reply:  "Some  do  and  some  do  not." 

The  same  question  was  asked  as  to  the  women.  He  said  that 
he  had  in  his  employ  widows  who  had  children  dependent  upon 
them  and  he  admitted  that  girls  probably  had  the  same  responsi- 
bility toward  their  families  that  young  men  have.  "But,"  he 
said, "the  manufacturers  in  this  city  are  not  paying  the  same  wages 
to  the  women  as  to  the  men.  K  they  did,  it  would  bring  on  a 
revolution." 

He  was  asked,  "Have  the  employers  an  understanding  that 
equality  shall  not  prevail  as  to  wages  for  men  and  women?" 

His  answer  was,  "Yes." 

Statements  are  frequently  made  by  employers  that  they  are 
paying  the  same  wage  for  the  same  work  to  women  as  to  men. 
No  doubt  in  many  cases  this  is  literally  true,  but  more  often  the 
statement  will  not  bear  analysis.  For  example,  one  company, 
which  is  using  women  to  do  heavy  hauling,  claimed  to  be  paying 
women  the  same  money  as  the  men,  giving  the  rate  as  thirty-two 
and  one-half  cents  an  hour,  but  at  the  time  the  statement  was 
made  the  rate  for  men  was  from  forty  to  forty-two  cents.  Another 
statement,  which  is  probably  more  typical,  comes  from  a  lumber 
operator  who  says,  "The  women  receive  the  wa^es  formerly  paid 
to  men  for  the  same  work."     Paying  women  a  wage  at  which  men 
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would  not  be  avnilahlt'  at  the  time  U  not  in  any  aeme  aqaal  pmy 
for  equal  work. 


The  waiUvini  of  ft  bif  niddfe-vrvat  dly  raport  iimilar  < 
uaionluKldUkiiHjthUfaariarfvdiViipilieiMitfMU.  tWi 
■UUaff  Uiat  wlMv  womm  mt  M^^kiiytd  to  Uk«  bms** 
•mount  ol  work  tkty  moit  be  paid  aa  •qiuU  wafe  witii  lb«  bms.  TIm  iiihiIiijmi  adMiUad 
that  they  introded  to  fiU  vacaodaa  kit  by  mm  with  womcsi.  tkal  tiw  rak  aiialil  b* 
jtMt  Um  Muna  for  tba  waoMB  m  for  iha  maa,  aad  that  tliqr  aapadad  to  §§1  tkam  vaaaM 
woritan  far  thria  doDani  a  vaak  kai  Uuui  tliay  ware  p^jriag  U»  aMa.  TWaaMMlHjraf 
tkb  oaton  waa  ona  day  arguinf  Uw  ouUtar  with  a  jroaaf  man  who  Maaa^M  a  ckaia  af 


"SoppoiiBf  Iiboaldtakeyouriob.**ahe8aid.  "Yoa  kaow  yoo  ara  ia  tlw  draft  mI 
yoQ  kaow,  too^  that  I  eooki  taka  your  place  vary  aieoljr.  How  woidd  yaw  iht  lo  fa  a«^f 
to  war  kaowii^  that  I  waa  doiag  your  work  for  a  half  or  two-4hiida  tha  w^ai  yua  aw  aaw 
k'^itinf  ?  You  would  know  for  a  eertainty  that  when  you  oome  back  froai  war  yoa  adfkl 
'  lie  job  back*  but  you  would  ffet  it  back  at  my  wagea  and  not  at  the  wafot  you  at* 
KvHtinf  BOW.  How  would  you  like  that,  after  jrou  have  made  the  lacriSca  to  p»  far  Iha 
tftkaofyoureoantry?  What  kind  of  a  patriot  wouU  I  be  to  take  thai  |ob  aad  vha&  Uad 
uf  a  patriot  it  the  owner  of  your  rertauranti  to  try  now  to  do  this  thiaf  ?** 

Several  departments  of  the  federal  government  hmve  taken  m 
clear  and  ddBnite  stand  on  the  question  of  wages  for  woniai. 
Director  General  of  Railroads,  McAdoo,  issued  the  following 
order  in  May,  1018,  affecting  the  employes  of  164  railroads  of  the 
country: 

When  wooseo  are  aaapfayad  their  working  oooditiooi  must  ba  haalthfai  aad  iUad  U 
their  aaada.  The  lawa  enacted  for  the  fovamment  of  their  aoipfaymettt  arail  be  obarrvad 
and  their  pay,  when  th^r  do  the  same  daai  of  work  as  men.  ihall  ba  the  eaaie  aa  that  of  aMa. 

The  following  statement  is  made  by  the  Bureau  of  Labor  SCa- 
tistics  of  the  United  States  Department  of  Lal>or: 


The  great  danger  from  the  viewpoint  of  health  is  that  the  i 
be  resorted  to  mere^  in  order  to  obtain  cheap  labor.    As  a  matlar  of 
raust  see  to  it  that  woman  are  paid  equal  wagBB  for  equal  work.    Olharwiai^  their  < 
raent  can  be  aad  ia  daily  being  made  the  excuse  for  undetrutting  the  standard  wai 
men  and  so  reducing  the  standaids  of  living  in  the  community.     It  ic  true  that  ia 

new  oeeupaikiQB  the  women  are  vnikiDed  and  neeil  trainin^r.    YH  even  wldls  they 

-  itu'  IminMl,  th<*v  ■hnittd  aa  •  ?nall«»r  ni  iM^alth  lir  i»aiil  an  a<ir«iuatr  wa^p. 
AmitMKNTS  AGAINST  W  AliK  lNCIlEASt2J  THK  .>.AMK   *y*H  MCX  A!*© 

Women 

Kniployers  will  advance  tlie  .same  arguments  against  wagr 
incToases  for  women  that  they  have  long  uacd  in  oppostng  tiie 
cioinands  of  men  workers.   They  will  claim  I  hat  reganlkiw  of  Ibe  «•• 

'  From  *- Women's  Work  and  the  War.**  July.  If  18. 
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tial  fairness  of  any  wage  increase  that  might  be  asked  by  the 
workers,  the  Qpancial  condition  of  the  business  will  not  stand  the 
burden  of  a  higher  labor  cost  and  that  great  consideration  should 
be  given  to  this  fact;  that  it  should,  indeed,  be  the  only  factor  in 
determining  whether  an  increase  should  be  given.  However,  a 
careful  inquiry  into  the  profits  will  often  show  that  there  is  a  large 
overhead  expense,  such  as  dividends  paid  in  the  form  of  large 
salaries,  or  dissipation  by  wasteful  methods  of  the  profits,  leav- 
ing no  money  for  increasing  wages.  The  only  way  to  obtain 
a  thorough  knowledge  of  what  an  industry  can  or  cannot  stand 
in  the  way  of  increased  labor  cost  is  to  refer  the  whole  matter  to 
a  court  of  arbitration. 

In  the  arbitration  of  questions  concerning  wages  and  hours  in 
the  packing  house  industry,  the  packing  firms  did  not  give  the 
usual  testimony  that  the  profits  of  the  industry  will  not  warrant 
a  substantial  increase  in  wages  or  that  the  highly  competitive 
nature  of  the  business  would  forbid  the  change.  Obviously,  this 
was  because  the  workers  and  the  people  had  been  reading  of  the 
large  dividends  in  this  industry.  The  lawyers  for  the  firm,  in 
summing  up  the  case,  begged  the  arbitrator  to  have  in  mind,  in 
considering  this  question,  that  granting  this  increase  would 
create  unrest  and  dissatisfaction  in  other  industries  paying  less 
than  the  packing  houses*  employes  would  be  receiving  and,  there- 
fore, an  increase  should  not  be  granted.  The  result  of  the  arbi- 
tration was  the  establishment  of  the  basic  eight-hour  day  with 
time  and  one-half  for  overtime,  double  time  for  all  work  on  Sun- 
days and  holidays,  the  same  rate  of  pay  for  eight  hours  as  was 
previously  paid  for  ten  hours  with  an  additional  increase  in  the 
hour  rate  and  piece  rate.  Thus  order  instead  of  chaos  was  estab- 
lished in  the  packing  industry. 

Another  claim  frequently  urged  by  the  employers  is  that  the 
amount  of  increase  in  wages  adds  directly  to  the  expenses  of  the 
business  and,  therefore,  automatically  results  in  reduction  in 
profits.  This  claim  is  based  upon  the  assumption  that  the  em- 
l^yer  will  have  to  pay  a  higher  price  for  the  same  quality  and 
the  same  amount  of  work  that  he  obtained  under  the  lower  wage 
scale.  That  this  assimiption  is  erroneous  has  been  conclusively 
proven  by  generations  of  industrial  experience.  Workers  whose 
low,  hours  of  work  long,  working  conditions  poor,  who 
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must  submit  to  ill  traAtment  and  ooluUnt  "^ggwig  by  the  bmi 
and  women  directly  in  charge  of  the  work,  can  render  only  poor 
and  inefficient  service.  Thoee  who  are  adequately  paid  aad 
thrnhy  hrtter  nourished*  who  have  ahorter  hours  which 
I  tifcue,  who  have  self-government  through  shop 

;aid  the  n>ht  to  take  up  the  grievances  that  conilantly 
t  ween  the  foreman  or  forelady  and  the  workers*  do  work 
r  quality  and  produce  a  greater  output.  &q)erienoe  has 
jiroven  that  increases  in  the  amount  of  the  output  and  its  improved 
<|iiality  entirely  oflfset  the  increase  in  wages.  This  U  illtijttrated 
in  the  case  of  Hart,  Schaffner,  and  Marks,  a  large  clothing  firm 
employing  about  8,000  people  of  whom  about  63  per  cent  aie 
women.  During?  the  first  two  years  of  the  agreement  between  the 
firm  and  the  union,  wages  had  increased  from  25  to  80  per  cent, 
ind  at  the  same  time  profits  were  doubled.  This  was  due  to  the 
increased  efficiency  of  the  workers  which  decreased  to  a  large 
rxtont  the  need  for  sub-foremen  and  examiners  and  increased  tiie 
\'olume  of  business  because  of  better  workmanship. 

Some  of  the  largest  of  our  industries  have  voluntarily  nuMie 
large  increases  in  wages  against  the  protest  of  business  ocMnpetitors 
and  associates  who  predicted  that  the  effect  would  be  the  financial 
ruin  of  the  industry.  The  practical  results,  however,  completely 
refuted  these  predictions,  for  the  expense  per  unit  of  production 
was  very  much  decreased  as  a  result  of  better  service  rendered* 
and  profit  to  the  employer  showed  the  corresponding 

Another  beneficial  result  of  paying  adequate  wages  that 
Ih?  mentioned  is  the  immediate  decrease  in  the  **  labor  turnover** 
which  means  the  constant  hiring  of  large  numbers  of  workers  to 
take  the  places  of  those  who  leave.  The  greatest  number  of 
employes  leaving  their  place  of  employment  can  be  found  without 
a  doubt  in  the  establishments  where  wages  are  so  low  that  men 
and  women  cannot  maintain  themselves  and  their  families  in 
health,  thereby  becoming  a  charge  upon  society  as  a  whole 
through  the  medium  of  charitable  organisations,  in  order  to 
•Ay  the  difference  between  their  actual  wage  and  a  living  wage. 
I  !>  can  at  its  best  be  done  only  in  a  vety  meager  way  for  a 
limited  time.  It  is  conceded  by  all  enlightened  emph^yers  of 
labor  that  there  is  not  only  a  large  cost  in  constantly 
people  in  an  industry,  but  that  there  is  also  a 
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of  product  due  to  the  continuous  introduction  of  new  and  un- 
trained workers.  This  very  expensive  process  could  be  eliminated 
if  the  money  and  time  spent  in  "hiring  and  firing'*  and  training 
cx>uld  be  added  to  the  wages  of  the  employes. 

Captain  Boyd  Fisher,  who  conducted  courses  of  employment 
management  for  the  United  States  Government,  says: 

One  of  the  hmmc  remedies  for  high  labor  turnover  is  the  payment  of  an  adequate  wage. 
....  By  an  adequate  wage  I  do  not  mean  the  minimum  wage.  I  mean  a  good  fat 
wtfB.    Om  that  will  clothe  and  educate  their  children  as  well  as  feed  them  properly. 

How  TO  Handle  Wage  Questions  Affecting  Men  and 

Women 

Wage  questions  affecting  both  men  and  women  can  best  be 
handled  by  collective  bargaining  and  by  arbitration.  The  com- 
bination of  these  two  methods  means  the  application  of  sound 
democracy  in  the  workshop.  No  one  knows  better  than  the  trade 
unionists  that  the  average  wage-earner  has  had  very  little  control 
over  the  conditions  of  his  or  her  life,  especially  over  that  part  of 
life  which  is  the  core  of  all  the  rest,  the  job.  Collective  bargain- 
ing means  that  the  workers  have  got  together,  have  elected  their 
committee,  let  us  say,  have  sent  this  committee  to  the  employer, 
have  been  told  there  is  nothing  to  discuss.  The  committee  sug- 
gests arbitration.  They  are  told  there  is  nothing  to  arbitrate. 
The  workers  begin  to  understand  that  in  industrial  democracy 
they  have  no  representation,  that  there  is  not  actually  industrial 
democracy.  The  National  War  Labor  Board,  by  proclamation 
of  the  President,  instituted  collective  bargaining  in  many  cases 
where  there  was  no  organization.  The  first  principle  reads: 
"The  right  of  workers  to  organize  in  trade-unions  and  to  bargain 
collectively  through  chosen  representatives  is  recognized  and 
affinned.  This  right  shall  not  be  denied,  abridged,  or  interfered 
with  by  the  emp  oyen»  in  any  manner  whatsoever.**  It  is  becom- 
ing clearer  and  clearer  to  all  thinking  men  and  women  that  we 
cannot  have  real  democracy  unless  we  have  democracy  in  the 
workshop. 

The  arbitration  policy  that  I  am  most  famihar  with  is  that 
inatituted  by  the  Boot  and  Shoe  Workers  International  Union 
more  than  twenty  years  ago.  It  has  been  very  successful,  so 
much  so  that  Brockton,  Massachusetts,  the  largest  shoe  center  in 
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thiB  country,  has  had  no  strikes  or  lockouti  liiioe  tUt 
was  signed.  The  first  firm  that  entered  into  this  arbitratkHi 
agreement  was  the  W.  L.  Douglas  Shoe  Company  ol  BroekUai, 
BCassachusetts,  about  twenty-one  3rears  ago.  Ifany  iboe  ima» 
both  in  Brockton  and  other  localities,  have  entered  into  ttmHar 
agreements  because  they  have  seen  the  results  of  this  policy  of 
peace.  Employers  know  that  during  the  life  of  the  agreemcBt 
there  frill  bo  no  strikes  and  the  employes  know  that  there  wB  be 
no  lockout  by  the  firm.  They  know  that  wages,  hours  of  work 
and  otlier  working  conditions  whicli  cannot  be  mutually  agreed 
upon  will  be  submitted  to  arbitration,  and  the  decision  that  is 
reached  will  be  final  and  binding  upon  the  employer,  the  union  and 
the  employes. 

For  years,  many  people  have  thought  of  shortened  hours  of 
labor  and  of  increases  in  Wages  from  the  standpobt  of  its  mcmhig 
a  few  more  dollars  on  pay  day,  and  another  hour  or  two  that 
would  not  have  to  be  spent  in  the  factory.  It  is  time  to  look  at 
both  of  tliese  as  something  more  than  a  few  more  dollars  oo  paj 
day  and  another  hour  or  two  out  of  the  factory.  It  is  something 
more  than  Uiat.  Wages  determine  life, — the  standards  of  living, 
the  health  of  body  as  well  as  of  mind.  The  wages  received  detcr> 
mine  where  the  worker  shall  live,  whether  in  one  room  or  two,  in 
a  cheap  and  crowded  tenement  district  or  in  a  home  with  pure  air 
and  sunshine.  Wages  will  determine  what  kind  of  food  can  be 
had  for  families  and  that  in  turn  determines  the  quality  of  chO- 
idren  and  tlie  future  citizenship. 
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Health  Problems  of  Industrial  Workers 

By  John  A.  Lapp 

EALl  li  problems  in  industry  have  been  freely  discussed 
during  the  war  period  and  some  preliminary  stiindards 
have  been  defined  and  partially  applied.  Beginnings  have  bi^n 
made  which  promised  much  for  the  solution  of  some  vexed  labor 
questions.  How  much  good  will  finally  result  now  depends 
upon  the  way  the  temporary  experiences  are  moulded  together 
into  a  permanent  labor  policy. 

Health  problems  were  forced  upon  the  attention  of  the  country 
by  the  national  exigency.  Immediate  war  needs  required  max- 
imum production  on  the  part  of  every  industrial  agency.  It 
soon  became  evident  that  this  level  of  production  could  not  be 
reached  or  maintained  except  by  the  physical  fitness  of  every 
unit.  For  the  first  time  in  generations  man  power  was  valued  at 
its  full  worth.  The  old  system  under  which  men  disabled  by 
sickness  or  accident  were  scrapped  and  new  men  took  their  places, 
rapidly  broke  down.  A  "  new  industrial  day'*  came  for  the  worker. 
He  was  raised  to  the  level  of  the  machine  on  which  he  worked. 
Clear-headed  people  saw  that  the  provision  for  care  must  be  ex- 
tended to  keep  the  worker  fit,  just  as  care  had  always  been  ex- 
tended to  keep  the  plant  machinery  in  the  best  running  order  and 
the  dumb  beasts  well  fed  and  efficient. 

Herbert  Spencer  said  more  than  a  half  century  ago: 

Not  only  is  it  Uie  event  of  a  war  often  turns  on  the  strength  and  hardiness  of  the  soldiers. 
but  it  is  that  the  oontesta  of  commeroe  are  in  part  determined  by  the  bodily  endurance  of 
plodiMJeu.  Abtmdy,  under  the  keen  competition  of  modem  life,  the  application  required 
of  alaott  tvai jFUUr  it  mdi  as  few  can  bear  without  more  or  less  injury.  Already,  thousands 
onder  IIm  U^  preaiure  they  are  subject  to.  If  this  pressure  continues  to  in- 
M  it  •eeoM  Bkdjr  to  do,  it  will  try  severely  all  but  the  soundest  constitutions. 


Dr.  Victor  Vaughan  said  more  recently: 

That  fovernment  it  the  best  which  secures  for  its  citizens  the  greatest  freedom  from  dis- 
«M.  the  highest  decree  of  health  and  the  longest  life,  and  that  people  which  most  fully 
the  eojoyment  of  these  blessings  will  dominate  the  world.* 


Prof.  Thomas  Nixon  Carver  expressed  more  exactly  the  na- 
tional significance  of  working  i>ower: 

FsImm.  a.  M.  a.,  1915.  p.  8. 
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inc  po««r.  both  bmbUI  mmI  phjrieal,  of  iU  poopk.  It  b  mI*  to  mj  UmI  mf 
met  ol  —  wfco  wa  ooimii  it.  inpinMiii  oad  rtittw  tkot  foad  oil  btoUoMloi^to 
extmot  a  Ihriaf  b«t  tdiidly  to  proipv  !■  tW  miM  of  poor  ootiMl  iir  iiiim  Qg 
Uie  otW  haad  if  tWy  bU  to  ocMoariio  tlMir  fnd  of  «Mro.  if  UMy  VMlo  o^  4WpMo 
lt.tliey  wUlcortaiaiydoroyiBthomllstofthoridictg^fmpkkmloMlwtf  raliMiMim 


With  the  retuAi  of  peace  and  the  demobiliutioo  of  Ubor, 
is  danger  that  we  may  revert  to  the  old  standards  and  begin  again 
our  progress  along  the  weary  road  toward  indtistrial  health- 
There  are  some  clearly  marked  milestones,  however,  which  will 
stand  as  guides. 

Fatigue  and  the  Eight-Houb  Dat 

The  English  experience  carefully  sifted  and  preserved  in  parlia- 
tnontary  reports  and  in  laws  and  rules,  shows  clearly  that  the 
(MK) it-hour  day  is  a  health  measure  which  pays.  The  idea  had 
long  been  maintained  but  it  is  now  moulded  into  fact  in  the  cruci- 
ble of  war.  A  nation  needing  nmximum  production  for  the  life 
and  death  struggle  in  which  it  was  engaged,  found  that  the  best 
results  were  obtained  by  shortening  the  hours  of  labor.  America 
followed  suit  and  during  the  brief  time  in  which  industry  was 
ki  \  t'd  up  to  the  maximum  pitch,  the  eight-hour  day  was  rapidly 
ai)plied,  voluntarily  by  employers  and  involuntarily  under  ordtfs 
of  tlie  War  Labor  Board. 

Fatigue,  the  cumulative  result  of  excessive  labor,  is  a  health 
h:i7.2U-d  of  the  first  magnitude.  Speaking  of  the  physical  fitnev  of 
l)i<  worker.  Dr.  Frederick  S.  Lee  said: 

i  rom  tiw  itaiMipoint  of  iadustriol  phyaologj  thm  iadoitriol 
!  r :  M  ^ing  lo  tlie  fHMnl  ptofwal  oqutpoMal  of  tbo  fMloqr  Mo  o«B  I 
H.t  r  ir«to  of  aUtiio  morhinw  mad  in  tho  pUat    TIlit  bocUm  awt  bo  i 
be  cotutanUy  watcbed,  it  miMt  be  used  fiitdngwiUj.  aad  it  moil  Ml  bo 
otber  iodustriol  machinee  it  coa  bo  wofkod  ol  Mtm 
mofhinet  it  coaaol  bo  worked  for  oa  iidrfailo  p«iod  beciim  it  b 
Uon  of  Cotigue.    RUigne  ddojro  wotk,  iflmtif il  ii  o»tp»>,  wptik  jpodfc  OMMi 
oad  ■iriniMi  keepe  worinn  at  bomo,  oad  li  ol  Jk&m  wy  fa  —  iibiliiii  l> 
IT.u  fatigue ooB be lupldowBlo Hi lowwtfooMMb 

iniividual  oaa  be  maiBtaiaed  ttom  doj  to  daj  oad  tmm  wmk  lo  wmk  aad  bo 
yidd  a  Buudmma  oulpot  wKboot  detrimaDl  lo  hntf  aad  to  I 
Uie  buaiaa  nacUao  eaa  bo  and  ao  at  to  oblaiB  tea  H  Ibo  I 
Um  great  iadoetrial  prabkna  of  tbo  d«jr.* 

r.S.  Pubiic  lleaUM  ReporU.  Vol.  SS.  No.  <.  January  1 1.  If  16,  ^  90. 
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houbinq  and  health 

StiuidardB  of  health  in  industry  cannot  be  efTective  unless  de- 
cent living  quarters  are  provided.  Any  benefit  accruing  from 
carefully  equipped  shops  may  be  entirely  dissipated  by  the  work- 
ers* unwholesome  environment  in  leisure  hours.  The  causes  of 
disease  are  distributed  between  the  individual,  the  industry, 
and  the  community  and  home  environment.  An  exhaustive  in- 
vestigation by  the  U.  S.  Public  Health  Service  in  Cincinnati  in 
1916  showed  this  clearly  in  the  care  of  tuberculosis.  Among  442 
pefwms  suffering  from  tuberculosis,  industry  was  charged  with 
18.1  per  cent;  poverty  and  housing  9.7  per  cent;  personal  vice 
with  10.8  per  cent;  heredity  with  32.4  per  cent;  other  diseases 
with  8.4  per  cent  and  indeterminate  with  20.6  per  cent.  All 
investigation  and  exp)erience  tend  to  show  a  constant  relationship 
between  mortality,  morbidity,  and  living  conditions. 

The  remedy  must  be  cooperative  and  social.  Private  enter- 
prise cannot  solve  the  problem  of  furnishing  suitable  places  to 
live  at  a  price  the  worker  can  pay.  Insanitary  housing  must  be 
prohibited.  So  long  as  hovels  are  allowed  to  stand,  people  will 
be  found  to  exist  in  them.  Nor  can  the  worker  exp)ect  to  own  the 
place  in  which  he  lives.  It  is  impossible  for  him  to  do  so  in  most 
cities.  It  is  inadvisable  for  him  to  do  so  unless  the  conscience- 
less profiteering  which  takes  toll  of  a  third  to  a  half  of  the  value  is 
stopped.  The  building  by  public  enterprise  or  public  welfare 
corporations  for  rent  or  for  sale  at  a  legitimate  price,  the  enlarge- 
ment of  transportation  systems,  and  the  prohibition  of  places 
unfit  for  human  habitation  are  essential  to  buttress  the  health 
standards  which  are  being  established.  The  marvelous  experi- 
ment from  a  health  standpoint  in  housing  negro  families  made 
through  the  efforts  of  Mr.  J.  G.  Schnidlapp,  in  Cincinnati,  leaves 
little  doubt  about  the  possibilities  of  broad  social  action. 

Working  Conditions 

There  are  several  major  hazards  to  the  worker's  health.  Chief 
among  these  are  dust,  poisons,  devitalized  air,  heat,  humidity, 
eq>08ure. 

Four  million  men  are  working  in  places  subject  to  serious  dust 
hazard  (Hoffman,  Mortality  from  Consumption  in  Dusty  Trades, 


HbAL/TII    rROBLKMB  OF  IlfDnaTBUL  WoOOMI  1M 


BulUHn  U,  8,  Bureau  of  Labor  StoHMici^  No.  tSI);  nuugr 
in«*nuri*  tho  health  if  not  the  rery  odttence  of  the  emplojm. 
Fully  half  Uh*  wurk  pUoes  are  not  properly  ventifailed.  Ltffe 
iuiiuIkts  of  nu'ii  are  subjected  to  the  hasard  of  f  fffculu  Ileal. 
An  unknown  number  are  subjected  to  exposure  to  weather  aad 
'Hons  inimical  to  hcalUi. 

.itcs  y&ry  enormou.sIy  in  different  occupations  and  sick* 

IK  >  Ktatistics  are  eloquent  in  tlieir  proof  that  it  is 
ifingerous  to  work  in  certain  industries.  The  rate  of 
ant)  death  from  various  causes  in  di£ferent  trades  proves  that  work 
III  some  occupations  increases  the  chance  of  death  from  osrtabi 
diseases.  Men  who  are  predisposed  to  particuUr  diseases  ha>ve 
only  a  slight  chance  of  escape  when  engaged  in  work  where  the 
cause  of  such  disease  is  present.  Dr.  E.  R.  Hayhurst  states  this 
;it  some  length  in  his  report  on  occupational  diseases  in  Ohio. 


The  Moond  inost  important  feature  in  the  raUtiooship  LetweM  work  aad  diMMi  b  tka 
1  »rohl  w  ol  th>  iwritor  hiiMelf .  SooMirorkat  are  very  much  mora  MHiplftli  to  tktkallk 
liani^  meatkaad  above  than  olhvi^  fo  modb  10  that  at  htysiorfe  aa  ««iaiB  ladHliiM  i^ 
i»rocmM  oaa  pcMsbly  bt  made^  tlill  there  are  oertaia  damee  of  peraoaa  who  dwald  aeA 
rQf^pe  in  them.  This  is  wBempMed  today,  in  many  iiwtanoca  ae  a  matter  of  aatval  e»» 
leclkw:  forinataaoe,themoredeBeatoaadikldydiq>oeedpenoMdoaotfollo«theBOM 
f Atiguas  or  heat^rpoang  tiadea.  Unfottuiatety  this  does  not  apply  eo  doet^  to  eld» 
w^orken  who  have  been  following  the  more  baiardoue  uadefftakinfi  lor  yeat^  aad  whew 
having  beooeee  weakened  from  varioue  ceueee,  etaO  endeavor  to  iiwein  at  their  choeea  av^ 
catiooi,irreepective  of  die  damaging  eflbetiapoaUM  body.  Much  of  thie  qoeetioa  bf  Uw 
homaa  factor  will  ha  aolvod  in  the  Atture  by  a  eelectaoa  of  eotphqrei  ttow^h  phyiieal  ea- 
iminabona  for  oociyatioae  to  which  they  are  beet  fitted.  Aa  aa  eeoaeaieil  priMlpli 
thifmnitbedoaeforthebeBefitofempfeyer,  employe  and  eodety  Having  picked  the 
(•roper  phyncaDy  or  mentally  capable  pemn  for  the  poMtion  at  head,  it  ii  farther  I 
to  eratfieato  health  hBaanK  aa  fer  aa  poerible.  if  we  eqiMet  to  pat  a  < 
diaeaae  ^d  a  rhack  vpoa  the  dmrtened  apan  of  lilb  wUeh  eadi 

CoNBEBviNO  Man  Powsr 

1  liLs  is  {H'rha|)s  the  most  important  result  of  activities  relating 
to  healtli  brought  about  by  the  war.  Here  standards  can  be 
most  readily  set  up  and  enforced. 

For  generations  we  have  been  mining  our  human  resources  just 
AS  we  have  been  mining  our  mineral  resources,  in  a  wasteftd 
fashion.  Men  went  into  industr}-  utterly  regardless  of  particular 
hazards  involved  or  of  their  ability  to  withstand  them.  .\cd- 
ilcnts  destroyed  some  men  and  lessened  the  working  power  of 
otiiers.    Sidmess,  partly  or  entirely  an  attendant  of  industry. 
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took  its  toll  of  disabled  men.  Those  who  were  broken  went  out 
to  the  scrap  heap.  All  the  while  a  new  fresh  stream  came  in  at 
the  top.  The  supply  of  labor  seemed  to  the  exploiters  sufficient 
to  enable  this  process  to  go  on  indefinitely. 

Meager  attempts  were  made  some  years  ago  to  arrest  the  more 
serious  consequences.  Safety  laws  were  passed  eliminating  some 
of  the  worst  hazards  of  accidents.  These  laws  though  indiffer- 
ently enforced  did  great  good.  Then  came  the  conviction  that 
men  should  be  compensated  for  their  losses  from  accidents  in 
industry.  Workmen's  compensation  laws  were  passed.  Today 
thirty-eight  states  have  such  laws,  providing  for  payment  of 
50  per  cent  to  66|  per  cent  of  lost  wages  and  some  provide  for 
reasonably  adequate  medical  care.  In  the  meantime  the  burden 
of  k)ss  was  shifted  largely  to  industry  and  caused  the  initiation  of 
"safety  first"  campaigns. 

These  safety  efforts  have  been  directed  principally  to  the  pre- 
vention of  accidents.  They  have  taken  only  incidental  account 
of  diseases.  Yet  disease  is  responsible  for  much  more  disable- 
ment than  accidents.  Many  more  men  go  to  the  scrap  heap 
from  disease  than  from  accident.  We  shall  undoubtedly  see  this 
fact  properly  emphasized  especially  if  the  burden  of  sickness  is 
distributed  upon  employes,  employers,  and  the  public  by  means  of 
social  insurance. 

The  war  has  emphasized  particularly  the  conservation  and  re- 
habilitation of  men.  We  see  quite  clearly  now,  that  compensa- 
tion in  cash  for  injuries  does  not  do  justice  to  any  of  the  three 
factors — the  man,  the  industry,  or  society.  What  all  three  de- 
sire is  continued  working  power  on  the  part  of  every  unit.  There 
are  three  losses  sustained  by  the  man  who  is  disabled  by  sick- 
ness or  accident; — Wages,  cost  of  medical  care,  loss  of  working 
power. 

We  have  come  to  see  that  each  of  these  losses  is  a  loss  to  in- 
dustry and  to  society  as  well.  The  immediate  problems  are  those 
of  prevention  and  salvage.  Preventive  measures  consist  in  mak- 
ing the  work  places  safe  and  sanitary;  guarding  the  machines 
against  every  possible  danger;  providing  physical  examinations 
to  select  and  properly  guide  the  men  in  their  work;  hmiting  hours 
of  labor  to  the  efficient  productive  capacity  of  the  men;  elim- 
inating poisons,  heat,  dust  and  other  hazards;  and  lastly,  provid- 
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ing  a  plan  of  medical  lupervision  and  first  aid  fadHb'ci  to  rcdiuw 
to  the  vaniahing  point  the  danger  of  infectionn. 

Measures  of  rehabilitation  constitute  the  restoraUoii,  aa  far  as 
po<i<nble,  of  working  power  to  disabled  men.  This  ^^«^f{fftf  in  ea> 
taMishing  the  physical  man,  remoiving  his  handicaps,  and  r»- 
plucing  his  vocational  power  by  reMucation  along  some  line  of 
work  in  wliich  he  can  profitably  engage. 

We  know  how  to  do  these  things  now  through  the  acenmulaied 

<x|)orience  of  the  warring  countries  in  restoring  their  soldien  to 

h  measure  of  physical  and  vocational  fitness  as  the  drcum- 

'ii(*e8  of  each  case  permitted.     We  would  be  fatuous  to  aa 
<  \  t  rt'me  if  we  do  not  apply  the  standards  of  health  and  hui 
salva^  so  firaaJy  fixed. 

Hasards  op  Womsn'b  Work 

Regarding  the  health  of  women  in  industry,  much  has  been 
ind  some  definite  investigations  have  been  made.    The  influx  of 
\vomen  into  occupations  to  which  they  were  unaccustomed 
irreat  concern  lest  the  hazards  of  their  employment  be  too 
Scientific  inquiries  have  been  undertaken  on  certain 
.i!K>ut  which  there  has  been  much  conjecture,  such  as: 

1 .  ^^'hat  are  the  relative  effects  of  the  industrial  poisons  upon 
men  and  women?  Some  poisons  such  as  lead  and  mercury  have 
already  been  shown  to  be  more  injurious  to  women  than  to  men. 

*2.  What  is  the  peculiar  effect  of  bad  fxwture  upon  women? 

3.  What  are  the  effects  of  fatigue  ujwn  woin<*n  not  foimd  in  the 
(tueof  men? 

4.  Do  the  hazards  of  heat,  dust,  humidity,  devitalised  air,  and 
weather  exposure  react  particularly  upon  women  workers? 

Many  of  these  questions  have  heretofore  been  considered  pri- 
marily in  relation  to  the  child-bearing  fimctions.  However,  this 
}>oint  of  view  must  be  extended  to  facilitate  the  diacusstno  of 
other  factors  whose  importance  arises  from  individual  and  in- 
ilustrial  effects  rather  than  racial  effects;  but  which  PcUtivdy  are 
of  great  importance  in  dealing  with  the  situation. 

Child  in  Indcstrt 

There  is  very  little  difference  of  opinion  today  regarding  the 
necessity*  for  the  limitation  of  child  labor  and  for  its  actual  pro- 
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hibition  in  certain  industries.  The  next  step  is  now  becoming 
clear.  Children  must  be  guided  into  suitable  employments  in 
industry  and  retained  under  careful  supervision  until  they  are 
properly  adjusted.  Morbidity  statistics  show  that  sickness  is 
much  more  prevalent  among  persons  under  eighteen  in  industry 
than  among  tlie  employed  persons  of  more  advanced  ages,  thereby 
indicating  the  imi>ortance  of  physical  strain  as  a  factor  in  the 
employment  of  youthful  workers.  Vocational  guidance  is  des- 
tined to  include  physical  as  well  as  occupational  adjustment. 
Youth  entering  upon  industry  should  be  physically  examined  and 
not  allowed  to  enter  occupations  which  ^^dll  be  detrimental  to 
health  and  physical  development.  Such  supervision  ought  to 
extend  at  least  to  the  eighteenth  year. 

Conclusion 

The  program  for  health  standards  here  outlined  involves  some 
reorganization  and  much  new  organization.  Additional  burdens 
are  placed  upon  employers,  employes,  and  the  public.  Some  un- 
solved problems  have  been  projected  into  the  arena  for  social 
action.  However,  it  frankly  recognizes  the  dawn  of  a  new  in- 
dustrial day,  when  society,  acting  for  all,  nmst  deal  intelligently 
and  comprehensively  with  the  human  problem.  That  problem 
in  the  main  consists  of  reducing  the  hazards  of  life  to  a  minimum, 
increasing  the  productive  capacity  of  the  individual,  restoring 
m«'n  to  working  power  and  stabilizing  society  itself. 


Tnnnintr  Labor:  A  Necessary  Reconstrnrtion 

Policy 

By  C.  T.  Clayton 


^T^lLE  prime  object  of  reconstructioD  must  be  the  mMiattuMncr 

'^      of  the  present  relative  wage  scales,  now  perhaps  the  highmt 

erican  workmen  have  ever  known.    Unless  the  reconstruction 

policy*  makes  a  deliberate  point  of  sustaining  such  scales  and  adopt* 

sound  methods  for  their  support,  there  wiU  inevitabl>'  be  a  sag 

II  Uie  wage  scales  in  advance  of  any  diminution  in  the  market 

I  I !« H>  of  commodities — and  consequently  a  narrowing  of  th<*  margin 

^t  twcen  accustomed  living  costs  and  the  income  of  the  wage- 

^irnor.    This  margin,  even  in  the  face  of  recent  general  rediKs 

tions  resulting  from  the  elimination  of  overtime  and  Sunda}* 

w>rk.  is  V>ottcr  than  wage-earners  usually  have  enjoyed.    If  this 

niar^n,  which  gives  to  wage-earners  some  opportunity  for  sax-ing 

for  comforts,  and  for  physical  and  mental  self -improvement,  \»  a 

list  share  of  the  value  their  labor  has  created,  equity  demands 

'    retention.     Even  if  it  be  contended  that  this  margin,  which 

lit  abnormal  conditions  have  established,  is  an  abnormal 

rt\sult  not  entitled  to  protection,  abimdant  considerations  of 

pohVy  and  expedience  suggest  its  continuance. 

Rut  if  that  margin,  which  is  the  ratio  of  the  wage-eamc-r^s 
iicome  to  his  living  costs,  is  abnormal,  it  cannot  be  sustkincd  by 
iicre  resolutions  no  matter  how  clearly  general  public  coosidera- 
tions  support  those  resolutions.     Economic  pressure  of  compe- 
tition will  soon  nibble  it  off  unless  some  other  equally  powt*rful 
♦•onomic  force  can  be  mobilized  in  its  favor.    There  is  only  one 
force:    the  relative  production  of  the  indi%'idiial  worker. 
sustain  present  relative  wage  scales  and  to  meet  international 
oinpetition,  then,  we  must  increase  our  per  capita  productioo  of 
onunodities  sufficiently  to  offset  competitive  pressure. 

I'ost-War  Labor  Placement  on  the  Bab»  or  Acquibbd  Smx 

Wherever  possible,  workers  who  are  released  from  war  empfegr- 

'  s  should  be  directed  to  peace-time  occupations  in  iriiich  the 

^..i  acquired  in  the  course  of  their  war  work  may  be  elleetiTely 

1S7 
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utiliied.  This  seems  almost  too  obvious  to  mention,  but  its 
application  is  not  simple.  Peace-time  manufacturing  establish- 
ments dot  the  whole  land.  Seventy-five  i>er  cent  of  all  war  con- 
tracts are  said  to  have  been  awarded  within  four  states.  War 
oontractors  drew  their  labor  forces  from  all  directions,  and  neither 
the  worker,  when  released,  nor  the  peace-time  employer  seeking 
workers,  i^vill  be  able  to  establish  connection  unless  each  can  learn 
of  the  supply  and  demand  for  labor  of  various  kinds. 

Industries  apparently  quite  dissimilar  employ  much  labor  of 
like  or  similar  occupation.  The  building  of  ships  requires  more 
than  a  hundred  different  kinds  of  skilled  labor;  but  over  60  per 
cent  of  these  are  found  in  other  industries  also,  and  many  are 
common  to  several  industries.  Among  the  remaining  40  per 
cent  of  occupations  peculiar  to  shipbuilding  are  found  many 
quite  similar  to  those  used  in  other  industries.  Carpenters, 
cabinet-makers,  joiners,  or  pattern-makers  can  all  readily  take 
up  airplane  repair  and  replacement  work  as  their  occupations  are 
sufficiently  similar.  A  long  list  of  metal- working  occupations 
includes  specialists  on  similar  machines  drilled  upon  processes 
which  with  comparatively  little  added  training  are  almost  inter- 
changeable industrially.  The  utilization  of  occupational  simil- 
arities, by  an  analysis  of  the  mdustries,  offers  a  very  practical 
means  of  facilitating  the  readjustment  of  labor  due  to  the  cessa- 
tion of  war  manufacturing  and  the  revival  of  peace-time  indus- 
tries. This  utilization  is  comparatively  simple.  The  govern- 
ment has  the  ^machinery  |at  hand  ready  to  be  set  in  motion. 
All  that  is  necessary  is  to  inform  employers  how  to  use  existing 
facilities.  The  Department  of  Labor  has  two  bureaus,  each 
poiWfiiring  some  knowledge  adapted  to  the  need.  Through  the 
local  conmiunity  board  system  and  its  clearing  reports,  the  em- 
ployment service  can  find  and  transfer  labor  as  it  is  released. 
It  can  also  ascertain  and  report  the  occupations  of  the  people 
that  are  being  released.  The  training  service^of  the  Depart- 
ment of  Labor  maintains  a  staff  of  experts  in  offices  scattered 
throughout  the  industrial  territory  who  are  able  to  suggest  to 
manufacturers  the  kinds  of  labor  among  those  being  released 
whidi,  with  the  least  training,  will  be  foimd  adapted  to  their 
special  needs.  Virtually,  these  experts  are  able  at  command  to 
write  a  labor-supply  prescription  which  the  manufacturer  may 
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it  to  the  employment  aervioe  to  be  filled.    By  thin  oombmA- 

rtion.  using  expert  information  poMemed  by  the  traininic  tenriee 

and  the  very  ample  facilities  of  the  IT.  S.  Rmplo}-!?!!!!!  Senrioe, 

with  the  least  waste  of  time  and  expense,  all  the  available  sUD 

and  experience  of  released  labor  can  be  saved. 

For  several  months  the  Bureau  of  I^bor  Statistics  in  the  De- 
It  of  Labor,  acting  at  th^  request  of  the  emplojmcBt 
has  been  preparing  a  classification  of  occupatioii»— to 
provide  a  ground  of  common  understanding  between  thoae  seek- 
ing employes,  and  workers  seeking  employment — iHiidi  b  baaed 
upon  the  duties  required  in  the  se\-era1  occupations,  lliis  work 
is  now  well  advanced  and  numbers  of  industries  have  been  quite 
well  analysed  into  their  vnrfous  occupations. 

As  a  result  of  the  experience*  of  the  Adjutant  GeneraTs  Ofliee 
(if  the  War  Department  in  developing  an  analysis  of  trades  and 
occupations,  and  basing  upon  that  analysis  a  series  of  trade  testa 
which  were  very  effectively  used  to  ascertain  the  extent  of  trade 
experience  possessed  by  men  drafted  into  the  army,  a  series  of 
trade  test  handbooks  covering  various  industries  is  projected  by 
the  employment  ser\nce.  So  far  as  this  work  has  gone,  the  results 
are  available  to  aid  manufacturers  and  workers  seeking  a  knowl- 

'"t'  of  the  nee<ls  of  employer  and  the  qualifications  of  employes. 
li  the  occupational  classification  and  the  trade  tests  are  vastly 
i<  \aluable  in  the  hands  of  experts;  it  is'^therefore  suggested 
that  manufacturers  may  well  utilize  the  training  experts  as  advi- 
sors regarding  the  prescription  which  they  should  present  to  the 
<  mplojTnent  service. 

Training  in  Relation  to  Labor  Epticuenct 
Everj'  manufacturer  possessing  a  vestibule  traimng  school  has 


i  most  complete  instrument  for  laboratory  examinatioQ 
in;ilysis  of  the  qualifications  of  newly  employed  workers.  Pot 
uch  testing,  nothing  better  than  a  vestibule  school  could  be 
levised  where  the  point  to  be  detemuned  is,  **  What  is  the  mental 
tendency'  and  to  what  extent  do  the  qualifications  of  this  new 
a>])irant  for  employment  go?"  Of  course,  not  all  applicants  may 
1)1-  tt.strd  in  this  way  as  the  facilities  of  the  school.  Gke  the  facili- 
lies  of  any  laboratory,  are  limited. 
A  prime  cause  of  labor  turnover — one  of  the  greatest 
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to  the  mainteiianoe  of  wage  kvels,  both  absolute  and  relative — 
is  in  the  failure  of  our  manufacturers  to  secure  a  full  measure  of 
productive  efficiency.  A  recent  analysis  of  the  causes  of  dis- 
charge in  a  large  establislunent  showed  that  but  10  per  cent  were 
dispoaed'of  on  grounds  of  slacking;  the  other  90  per  cent  were 
diachaiged  for  reasons  in  most  cases  due  primarily  to  failures  in 
management.  A  similar  analysis  of  the  reasons  for  quittiuK 
given  by  men  leaving  employment,  checked  against  conditions 
in  the  plant,  disposed  of  90  per  cent  of  the  quittances  as  likewise 
due  to  failures  in  management. 

Six  reasons  may  be  assigned  for  ineflSdency  in  production, 
namdy,  (1)  power  failures,  (2)  equipment  and  repair  failures  and 
limitations,  (S)  lack  of  instructions,  (4)  lack  of  training,  (5)  failure 
to  supply  material,  (6)  personal  slacking.  A  chart  recently  pre- 
pared, analyzing  the  individual  output  of  twenty-six  men  em- 
ployed in  one  factory  department,  showed  that  in  two  weeks  the 
average  output  of  the  men  ran  under  35  per  cent  of  what  they 
should  have  readily  produced.  The  majority  of  the  men  turned 
out  pretty  nearly  the  same  amount  every  day;  and  their  output 
usually  ranged  in  the  neighborhood  of  three  hours*  value  for  nine 
hours*  work.     Inquiry  into  this  very  low  eflSdency  established 

(1)  that  this  was  as  good  a  department  as  the  factory  could  show, 

(2)  that  the  factory  had  a  reputation  for  eflSdency,  and  (3)  that 
substantially  every  one  of  the  six  reasons  given  entered  into  the 
low  result,  but  the  sixth  reason  was  almost  a  negligible  considera- 
tion. The  real  diflSculties  lay  in  failure  to  supply  material  when 
and  as  needed,  in  bad  organization  of  equipment,  in  recurrent 
faflures  of  power  and  chiefly  in  lack  of  training.  It  is  reported 
tbat  a  large  arsenal  found  itself  able  to  employ  its  machinery 
during  working  hours  but  55  per  cent  of  the  running  time,  on 
the  average.  Many  private  establishments  would  not  show  up 
so  wdl  as  that. 

It  would  seem  that  the  advocates  of  higher  eflSdency  should 
turn  their  attention  away  from  attempts  to  speed  up  those  work- 
ers who  already  are  producing  reasonably  well  and  consider  the 
idle  machines  and  the  idle  men.  If  the  average  workman,  whose 
output  is  about  one-third  of  what  it  could  be,  is  given  better 
equipment,  material  when  he  is  ready  for  it,  instructions  as  to 
what  should  be  done  with  that  material,  and  training  so  that  he 
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can  execute  what  he  if  told  to  do^  that  averafo  man  wfll  Qd  nxd 
to  be  puahed  at  alL  Neither  bomuMt  nor  otlwr  iBcenHw  mn 
really  an  essential  to  the  case.  The  pride  of  the  average  maa  ki 
hk  craftsmanship  and  his  wilKngness  and  ambition  to  do  Us 
share  is  all  the  incentive  that  is  necessary.  It  is  not  unrrasooable 
to  assert  that  attentioo  to  these  eiementa  ol  produelioo  could 
double  Uie  iiuiividual  output  of  the  American  worianaa. 

Nor  does  this  express  aD  of  the  advanta^^  such  an  analyM 
ini^'ht  suggest.  AO  industrial  woriccn  are  entitled  to  training. 
Huth  the  employer  and  the  worker  need  it — the  employer  because 
failure  to  have  training  is  one  of  the  causes  of  inefficiency.  If  the 
employer  is  to  sdl  in  the  market,  meeting  competition  both  al 
lioine  and  abroad,  he  must  have  a  larger  output  and  a  htgher 
(-iHdency.  He  cannot  get  this  unlc^ss  his  people  are  trained  ''to 
the  nails.**  On  the  other  hand  the  employe  is  entitled  to  awi 
wants  to  have  the  best  possibi?  training.  Such  trainiiig  abould 
have  a  broad  outlook — not  be  narrowed  to  mere  lepeiition  of 
monotonous  and  sixially  inefficacious  movements.  Both  em- 
ployer and  worker  are  entitled  to  assistance  from  the  govemmeat 
in  obtaining  this  training, — a  matter  requiring  acoess  to  souroes 
of  information  and  the  gathering  of  educational  material  in  a 
manner  and  to  an  extent  beyond  the  reasonable  powers  of  private 
organisations. 

Industrial  Education  a  National  Nsbd 

Training  is  nearly  allied  to  industrial  education  but  does  not 
(|uite  compass  its  breadth.  The  Federal  Board  for  Vocatiooal 
Kducation  is  responsible  for  assisting  indiistrial  education  of  the 
vocational  type.  Its  method  of  operation  is  through  the 
hursement  of  state  boards  of  education  for  one-half  the 
they  expend  for  the  salaries  of  teachers  in  vocational 
The  board  has  no  direct  connection  with  manufacturen  or  with 
vestibule  schools  as  such.  It  can  reach  the  yestibule  school  oi^X 
when  the  SUte  Board  of  Education  takes  over  that  school  as 
part  of  the  public  school  system. 

The  Department  ol  Labor's  training  scn-ioe  is  conecrued  wUh 
industrial  training  as  carried  out  by  manufacturers  at  their  own 
expense,  for  the  purpose  of  making  their  labor  efficient.  It  ad- 
visw  tbe  jnanufacturcrs;  it  prepare»  fgr  tbcm  pUaa  for  traimaf ; 
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it  aasists  tbem  in  the  carrying  out  of  those  plans.  In  a  way,  the 
work  of  the  Department  of  Labor  is  a  kindergarten  service  for 
the  higher  industrial  education  being  promoted  by  the  Federal 
Board  for  Vocational  Education.  It  promotes  organization  of 
vestibule  departments  in  industrial  establishments,  the  ultimate 
it  of  which  may  be  and  very  frequently  will  be  a  better 


•ppieciation  of  the  benefits  of  comprehensive  industrial  educa- 
tion. In  the  thirty-eight  states  where  there  are  compensation 
laws,  training  is  of  special  importance  because  it  has  been  found 
that  a  great  majority  of  injuries  to  working  people  are  caused  by 
ignorance.  Most  accidents  happen  within  the  first  few  hours  of 
employment,  and  these  accidents  may  be  greatly  reduced  by 
previous  training.  Both  quality  and  quantity  of  output  is  greatly 
increased  in  plants  where  the  employes  are  regularly  trained, 
because  during  the  course  of  training  accuracy  is  instilled. 

The  training  room  of  a  large  airplane  factory  a  few  days  ago 
was  called  upon  to  aid  one  of  the  factory  departments  which  had 
fallen  into  diflSculties  over  the  reduction  of  an  essential  part  for 
an  important  government  order.  This  training  room  has  a  num- 
ber of  machines  which  could  be  used  for  the  manufacture  of  the 
part.  Without  in  any  way  increasing  the  speed  of  their  opera- 
tions the  learners  working  on  the  particular  machines  were  put 
on  that  special  part.  They  turned  it  out  with  practically  no 
spoilage — a  much  better  ratio  both  of  speed  and  accuracy  than  the 
factory  department  could  show — and  saved  the  day  for  the  deliv- 
eiy.  Yet  the  work  was  merely  made  a  part  of  the  training  room's 
instruction.  It  is  the  experience  of  all  manufacturers  who  have 
such  training  that  their  turnover  is  greatly  reduced.  Those  who 
cannot  make  good  in  the  factory  are  found  out  in  the  training. 
Those  who  can  make  good  are  conditioned  to  the  need  and  go  into 
the  factory  understanding  the  rules  and  discipline,  ready  to  pro- 
duce satisfactory  manufactured  material.  It  is  a  common  occur- 
ence to  obtain  a  statement  from  a  factory  having  training  that 
their  turnover  has  been  reduced  one-half  since  the  training  room 
was  introduced. 

Well-trained  labor  is  more  truly  versatile  because  it  has  a 
broader  vision  of  its  opportimity  and  a  better  understanding  of 
its  duties.  It  is  more  secure  in  its  employment  inasmuch  as 
proper  training  gives  labor  an  understanding  of  all  the  possibili- 
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ties  of  tlie  maduxie  upon  which  employed,  Mid  workneo  UnM 
equipped  are  certainly  much  more  profitable  to  an  (tuployrr 
because  ao  much  more  adaptable.  If  wa^  levdi  are  to  lir  main- 
tained, high  living  coata  lowered*  and  foreign  markets  met  and 
dominated,  it  can  only  be  by  improving  the  national 
output.  One  of  the  most  eaiential  elementj  in  that 
ment  must  be  a  deliberate  building  up  of  Bound  induatriaJ  training. 


The  Employment   Manafijer  and  Applied  Voca- 
tional Guidance 
By  Ida  May  Wilson 

EBiPLOYMENT  management  has  so  recently  been  given 
professional  standing  that  we  have  been  concerned  more 
\*nth  forms  and  methods  than  with  the  manager  and  his  training. 
Industry's  amazing  growth  has  demanded  the  immediate  and 
material.  Shall  we  now  pause  to  consider  the  less  inmiediate  and 
immaterial? 

It  is  our  belief  that  the  cornerstone  of  greatest  success  in  under- 
standing people  is  a  broad  and  liberal  education.  Lives  there  an 
employment  manager  who  has  studied,  read  and  experienced 
sufficiently  to  be  p>erfectly  qualified  to  interview  all  classes  of 
help,  all  individuals?  To  follow  their  progress  and  make  adjust- 
ments when  necessary  until  every  person  in  the  plant  has  the 
best  job  he  is  able  to  fill  in  the  interests  of  himself  and  of  the  finn? 
We  reflect  with  a  degree  of  complacency  that  education,  reading 
and  experience  are  relative  terms,  the  desirable  quantity  forever 
the  elusive  N. 

He  has  not  a  liberal  education  who  has  not  learned  to  know 
people,  what  they  think,  what  they  do,  their  limitations,  their 
possibilities.  Sociology,  psychology  and  labor  economics  the 
schook  teach,  but  after  the  principles  of  these  studies  have  been 
inculcated,  it  remains  for  the  student  to  go  to  living  sources  for 
vocational  information  if  he  would  stem  the  tide  of  aimless 
drifters.  He  must  learn  how  the  world's  work  is  done  in  the 
office,  the  factory,  the  field.  An  increasing  fund  of  knowledge 
may  be  gleaned  from  the  vocational  texts  and  current  periodicals, 
but  as  vocational  guidance  is  only  less  new  than  employment 
management,  the  chief  source  of  information  is  the  occupations 
thonsdves.  Each  should  be  studied  from  two  standpoints. 
Tlie  nature  of  the  occupations  should  be  analyzed  in  order  to 
make  specifications;  their  requirements  in  workers  in  way  of 
training,  experience  and  personal  qualities  come  next.  New 
vocations  multiply  like  the  loaves  and  the  fishes;  old  vocations 
change  over  night    New  values  are  given  working  conditions  in 
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these  days  wh^n  the  elimination  of  shadows  k  coiuUmtd  a 
^'~  IS  economic  problem.  The  vocational  diieeior  can  nercr 
II  calm  where  he  may  rest  his  oars,  satidM  that  he  loiowt 
all  tliat  he  should  know.  He  undercurrent  of  progress  will  drag 
him  to  an  unknown  sea  unless  he  pulb  steadily  towards  the  i«ocd- 
ing  goal  of  ht^tter  service. 

Real  employment  management  is  vocational  guidance.  It 
develops  the  source  of  labor  supply,  makm  right  sdectioDs  of 
workers,  places  them  properly,  does  intelli^nt  follow-up  work« 
transfers  and  adjusts  and  promotes  until  every  employe  in  the 
plant  has  the  best  possible  job.  And  it  is  more  than  this.  It  is 
social  engineering,  not  only  for  those  selected  for  the  plant,  but 
for  all  the  applicants  that  for  any  reason  cannot  be  taken  into 
the  organisation.  To  succeed  in  a  large  way  the  employnicBt 
manager  must  deal  not  only  with  the  labor  requisitions  of  the 
day,  but  wiUi  those  of  all  tlie  days  to  come.  With  a  keen  ejre  oo 
development  of  sources  of  labor  ^pply,  he  will  weigh  the  poasi- 
bilities  of  each  rejected  candidate  for  employ'ment,  and  give  that 
candidate  a  vision  of  himself  as  a  trained,  efficient  worker  in  an 
occupation  for  which  he  seems  fitted.  With  those  who  have  not 
passed  tiie  fonuative  years  the  possibilities  are  numerous,  and 
the  vista  shown  must  be  wide  and  long.  But  with  the  majority 
of  rejected  applicants  the  fonnative  years  have  passed,  and  cir- 
cumstance has  to  a  large  extent  shaped  the  life. 

It  is  pitiful  to  review  the  number  of  applicants  who  ask  vaguely 
for  work  of  any  kind.  Many  of  these  are  intelligent  men  and 
women  with  latent  possibilities.  A  few  months  ago  a  neat  young 
matron  of  this  class  came  into  our  office.  She  had  a  grammar 
school  education  and  the  conmion  ejqperienoe  of  the  untramed. 
She  had  been  a  derk  in  a  retail  store,  she  had  served  tables  in  a 
restaurant,  she  had  mangled  in  a  laundry.  Inquifj  <irew  out  the 
fact  Uiat  she  had  liked  her  arithmetic  best  of  her  sdiool  studies. 
C)n  our  request  she  did  readily  a  problem  in  fractioiis  and  another 
in  decimals.  We  advised  her  to  take  a  course  in  operating  a 
bookkeeping  madune.  Our  plant  was  at  that  time  enmhing  the 
country  for  a  number  of  such  operators,  as  commercial  high  school 
and  business  schools  generally  are  not  even  yet  alive  to  the  nrr6 
for  these  operators.  We  succeeded  in  getting  the  required 
number  only  after  days  d  searching  and  vexing  delays.    We 
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explained  to  the  applicant  tlie  opportunities  in  this  field,  tlie 
taUries  paid,  the  nature  of  the  work,  and  we  discussed  its  prob- 
able futura.  As  she  had  a  child  to  provide  for,  we  secured  her  a 
pait-tiiiie  pontion  in  a  city  in  which  such  a  course  was  offered 
by  a  bookkeeping  machine  company.  With  little  time  and  effort 
on  our  part,  the  young  woman  is  now  in  the  class  of  trained  work- 
en,  t'^ming  an  excelioit  salary.  This  is  but  one  of  many  cases 
in  which  we  have  been  able  to  persuade  applicants  who  have 
drifted  from  one  small  job  to  another,  to  prepare  themselves  for  a 
real  job.  Lack  of  ambition  in  this  direction  is  rare.  Thought 
has  not  been  directed  towards  definite  training  for  a  line  of  work 
within  their  possibilities  of  success,  and  they  have  not  known 
where  to  go  to  learn  about  the  preparation  for  any  vocation. 
Their  friends  are  like  themselves — drifters  until  by  chance  caught 
up  by  one  interested  in  making  human  material  into  the  best 
product  for  which  it  was  designed. 

If  the  employment  manager  ^ves  vocational  advice  and  infor- 
mation painstakingly  to  rejected  applicants,  he  will  presently 
have  built  up  in  the  commimity  of  the  plant  an  excellent  source 
of  labor  supply,  and  he  will  have  increased  the  good  will  of  Uie 
plant  Employes  living  at  home  are  a  small  factor  in  labor 
turnover.  They  have  conununity  interests  and  family  ties  to 
anchor  them  to  service.  Organized  industry  profits  directly  by 
applied  vocational  guidance.  And  the  employment  manager 
should  be  able  to  act  as  vocational  guide. 

In  these  days  of  rapid  production,  laths,  power  conveyors  that 
handle  the  product  from  raw  material  to  the  waiting  freight  cars, 
and  full  automatics  even  in  our  counting,  calling  and  filing  sys- 
tems,— all  such  classes  of  labor  must  be  better  trained.  Industry 
demands  constructive  service  from  its  workers,  most  of  all  from 
those  who  have  any  part  in  moulding  men's  destinies. 

Labor  can  never  go  back.  The  scarcity  of  labor  has  brought 
out  inventions  to  do  every  kind  of  work  that  does  not  require 
brain.  And  as  we  stood  a  few  months  ago  in  one  of  the  coun- 
try's greatest  war  industries,  and  watched  long  rows  of  huge 
automatics  use  tool  after  tool  with  precision  and  toss  the  finished 
product  out  at  regular  intervals,  it  seemed  that  a  substitute 
had  been  foimd  for  brain.  But  while  we  looked  there  came  a 
jarring  note  in  the  loud  purring  of  the  machines.  Then  it  was 
that  a  man  i^peared.     Quietly  and  effectively  he  plied  his  trade, 
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and  the  monster  purred  onoe  more.    Even  the  full 

must  have  the  tool  setter  in  the  badcground.    The  handy  UMUI  b 

pasting,  the  trained  man  is  rising  to  a  higher  pUne  of  sldD. 

Experienee  has  been  for  many  employers  the  sole  criterion  by 
which  a  man  was  judged.  Executives  now  know  that  a  man  nuiy 
have  done  a  thing  badly  for  ten  years.  We  ask  a  man  what  he 
(•an  do,  and  to  show  us  how  he  does  it  There  was  a  time 
employers  delayed  decisions  until  they  looked  up 
Waa  tliere  ever  a  man  who  could  not  get 
Momeone  in  a  position  of  autlionty?  We  recall  an  cxperfaaee  m  a 
nrmchine  concern.  A  rival  company  sent  a  form  referenee  to  be 
fiiliKl  out  The  plant  official  to  whom  it  was  sent  remarked* 
**WelK  Brown  was  no  good  here,  but  I  won't  keep  him  from 

working  for  the  M Company/'    Men  seem  to  fed  that  it  is 

a  breach  of  the  unwritten  code  to  say  anjrthing  against  a  man  who 
has  given  their  names  as  references.  When  the  sudden  and  un* 
preoedented  need  for  workers  sprang  from  the  WorM  War,  refer- 
ences went  into  the  discard  with  other  slow  prooesses.  State* 
ments  of  experience  went  with  them.  Skilled  workers  instead  of 
merely  experienced  workers  were  sought  by  production  men. 

Vocational  training  received  the  thought  of  the  diiefs  ol  in- 
dustry. Our  government  established  intensive  training  courses. 
Organised  industries  throughout  the  country  opened  vestibtile 
schools.  A  few  colleges  and  secondary  schools  tardily  followed. 
Today  a  man  in  a  government  plant  is  paid  a  good  wage  while 
learning  to  do  almost  any  part  of  its  work.  One  great  industry 
trains  foremen  for  their  job  as  teachers.  Another  transforms 
.skille<l  mechanics  into  teadiers  of  newly  inducted  workers 
through  the  medium  of  schools.  A  school  has  recently  opened  to 
teach  firemen  tlieir  job.  It  is  the  era  of  training  for  every  voca- 
tion. Efficiency  experts  figure  that  there  is  a  scientiflc  time 
study  for  even  variable  operations.  Operations  are  divfcled 
into  tasks;  each  task  is  studied  until  motions  are  rednoed  to  Ae 
minimum.  Training  is  everywhere  the  essential  thing.  It 
))ehooves  the  vocational  director  to  keep  abreast  of  the  vocational 
demands  and  the  places  where  training  may  be  secured  to  meet 
Uiem.  The  employment  manager  who  has  thii  knowledge  ap- 
plies it  to  the  plant  workers  who  seek  promotions,  the  new  em- 
ployes who  aim  to  develop  into  experts,  and  the 
canis  who  are  potential  employes. 


The  Resolutions  of  the  War  Emergency  Congress 
of  the  United  States  Chamber  of  Commerce' 

Cancelling  War  Contracts,  It  is  in  tiie  public  interest  tliat  all 
war  orders  placed  by  any  contracting  agency  of  the  government 
and  accepted  in  good  faith,  whetherjonnally  and  regularly  exe- 
cuted or  not,  should,  upon  canceUation  by  such  contracting 
agency,  be  promptly  and  equitably  adjusted  and  satisfied  as  if 
every  formality  had  been  observed,  and  when  so  adjusted  the 
amount  ascertained  to  be  due  by  the  government  should  be 
l)romptly  paid  to  the  end  that  these  funds  may  be  utilized  by 
the  industries  of  the  country  to  speed  their  transition  from  a  war 
to  a  peace  basis. 

If  it  should  be  ascertained  that  legislation  is  necessary  or  de- 
sirable to  accomplish  this  end.  Congress  should  forthwith  enact 
such  legislation. 

Officials  dealing  with  questions  of  adjustment  on  account  of 
war  orders  must  necessarily  be  familiar  with  all  the  conditions 
affecting  the  order.  It  will  greatly  promote  expedition  and  the 
interests  of  both  the  government  and  private  enterprise  for  tlie 
officials  who  made  the  contracts  to  remain  in  the  government 
service  to  participate  in  the  readjustments. 

Surplus  Supplies,  Under  date  of  November  29,  1918,  the 
Secretary  of  War  issued  a  public  statement,  i.e.,  "To  prevent 
too  \*iolent  dislocation  of  industry  from  the  standpoint  of  both 
employe  and  employer,  accumulation  by  the  war  department 
of  either  raw  material  or  finished  product  will  be  distributed  when 
and  where  liquidation  of  such  supplies  will  least  interfere  with  the 
return  of  industry  to  normal  condition."  Such  action  would 
seem  to  insiu-e  the  stability  of  the  industries  affected  which  fully 
f^preciate  this  liberal  position. 

Therefore  the  war  service  committee  of  American  industries 

*  Tlie  following  retolutkms  bear  only  in  part  on  the  problem  of  a  peconstruction  labor 
pofiqr.  Labor  gwHont,  however,  are  to  doady  interrelated  with  other  problems  of  re- 
poostmctioo  that  the  tAiut  has  judged  the  following  pronounceinent  of  organized  busi- 
BeH  (laat  geoeral  awioo  of  the  War  Emergency  CongrcM  of  the  United  SUtes  Chamber 
of  Commeroeat  AtbnticCitj,  Deoember  4-8. 1018)  to  have  sufficient  interest  and  imporUnoe 
|o  warnut  its  inclusion  in  •  tplme  pvco  over  exclusively  to  the  subject  of  labgr, 
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hereby  tender  to  the  war  department  their  aerviom  for  tlidr  i^ 
specthre  industriea  for  the  purpose  of  adviabg  with  and 
the  war  department  in  the  disposition  of  mich  materials. 

Removal  of  Rsstrictums.  It  is  in  Uie  public  interest  that  all  war 
regulations  of  industry  should  be  revoked  and  aU  war  restrictioiis 
on  industry  should  be  removed  as  speedily  as  practicable,  save  such 
industries  as  arc  engaged  in  the  production,  preparation  or  di^ 
t  ribution  of  foods,  feeds,  and  fuel  and  such  last  named  group  of 
industries  should  be  freed  from  war  regulations  and  restrictions  as 
rarly  as  consistent  with  the  welfare  of  this  nation  and  of  the 
Allies. 

Pivoted  Industries.  Conditions  brought  upon  us  by  the  Euro- 
|)ean  war  at  its  beginning,  as  well  as  our  national  necessities  after 
we  entered  the  war,  made  it  of  the  highest  importance  that  a  num* 
)>er  of  industries  should  at  once  be  developed  in  the  United  Statea. 
I  .arge  investments,  both  of  capital  and  skill  have  since  been  placed 
in  these  enterprises.  Upon  the  production  of  some  of  them,  re- 
latively small  in  themselves,  the  continuation  of  some  of  our  larg- 
est industries  has  depended.  Some  of  the  recently  developed 
industries  have  national  importance  in  fields  much  broader  than 
the  markets  of  their  products;  for  they  may  s^ve  for  example, 
to  promote  scientific  research,  which  will  add  to  natioDal  efficiency. 
r<*soiut»es,  and  wealth  in  many  distinct  ways. 

It  becomes  essential,  therefore,  that  the  government  should  at 
once  proceed  to  ascertain  the  industries  which  have  been  devel- 
(>l>ed  during  the  European  war  and  ascertain  those,  the  mainle- 
nance  of  which  are  indispensable  for  the  safety  of  our  industrial 
structure  and  our  military  esUihlishment. 

When  these  pivotal  industries  have  been  asoerlained,  means 
suitable  in  view  of  their  nature,  and  situations  should  at  ooce  be 
proNided  for  tlieir  encouragement  and  preservation. 

Indueirial  Codperaium,  The  war  has  demonstrated  that  through 
industrial  cooperation  great  economics  may  be  achieved,  wasia 
<>liniinated  and  efficiency  increased.  The  nation  should  not  fd^ 
^rt,  hut  rather  should  capitalize  these  leseons  by  adapting  effeetr 
ive  war  practices  to  peace  conditions  through  permitting  reasoo- 
able  cooperation  between  units  of  industry  under  appropriate 
federal  supervision. 

It  i^  in  the  public  interest  that  reasonable  trade 
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should  be  entered  into,  but  the  failure  of  the  govenunent  to 
either  clearly  define  the  dividing  line  between  those  agreements 
idiich  ai^  and  those  which  are  not,  in  unreasonable  restraint  of 
ootnineroe»  or  to  provide  an  agency  to  speak  for  it  on  application 
of  those  proposing  to  enter  into  such  agreement  in  effect  restricts 
both  industry,  and  the  general  public  of  its  benefits.  The  con- 
ditions incident  to  the  period  of  readjustment  renders  it  imperative 
that  all  obstacles  to  reasonable  cooperation  be  inmiediately  re- 
moved through  appropriate  legislation. 

Federal  Trade  Commission.  The  Federal  Trade  Commission 
was  advocated  by  the  President,  and  was  created,  as  an  agency 
to  make  the  administrations  of  our  trust  legislation  explicit  and 
intelligible,  and  to  provide  "  the  advice,  the  definite  guidance  and 
information"  which  business  enterprises  require.  The  normal 
importance  of  the  conmiission's  task  is  now  tremendously  in- 
creased by  the  imperative  need  for  whole-hearted  and  sym- 
pathetic cooperation  between  the  government  and  industry 
especially  during  the  readjustment  period  and  suggests  the 
desirabflity  of  the  two  existing  vacancies  in  the  commission's 
membership  being  promptly  filled  with  able  men  of  broad  busi- 
ness experience  and  clear  vision  prepared  to  assist  actively  in  dis- 
charging these  tasks  along  constructive  lines. 

Induetrial  Relaium,  The  convention  heartily  endorses  in  let- 
ter and  spirit  the  principles  of  the  industrial  creed  so  clearly  and 
forcibly  stated  in  the  paper  read  to  it  Thursday  morning  by  Mr. 
John  D.  Rockefeller,  Jr.,  and  urges  upon  all  units  of  industry 
where  they  may  not  be  employed — the  application  of  such  prin- 
ciples. 

Relocation  of  Labor,  The  conversion  of  the  industry  of  the 
ooantry  from  a  peace  basis  to  a  war  basis  involved  a  general 
and  important  dislocation  of  labor.  This  movement  was  gradual. 
TTie  end  of  the  war  involves  a  much  more  rapid  change  in  in- 
dustry; while  there  will  be  a  great  demand  for  labor  to  meet  the 
foreign  and  domestic  requirements  there  may  be  for  a  time  in 
special  places  a  temporary  condition  of  unemployment. 

In  the  new  relations  of  industry  to  labor  we  conceive  it  to  be 
incumbent  upon  the  community  affected  promptly  to  meet  such 
conditions. 

Publie  Wofke,    The  development  of  public  works  of  every 
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sort,  as  reoommauled  by  the  president,  siloiild  pronpUy  ba  i^ 
sumed,  in  order  that  opportunities  of  empk^ymcnt  may  be  cfisled 

for  unskilled  labor. 

Taxation,  The  cessation  of  hostilities  brings  to  bitsinMS  in- 
terests a  feeling  of  deep  concern  in  the  matter  of  tayation.  The 
problems  of  readjustment  are  made  more  diflBcult  through  io« 
equalities  in  the  present  law. 

We  believe,  therefore,  that  in  the  consideration  of  amendmienla 
to  the  present  act,  or  the  passage  of  new  revenue  '^yrVtfffB  to  Ika 
views  expressed  by  organizations  of  conmieroe  and  indtistry. 
Ability  to  pay,  inventory  values  and  proper  reserves  together 
with  careful  survey  of  the  amount  of  revenue  required  under  the 
new  conditions  are  matters  of  vital  importance  to  buaineM  in- 
terests of  the  nation  during  this  readjustment  period. 

Inventories.  We  urge  that  Congress  should  give  careful  ooii* 
sideration  to  the  grave  menace  now  facing  all  industry  due  to  the 
fact  that  both  raw  materials  and  finished  goods  are  carried  in  full 
measure  to  meet  the  extraordinary  requirements  of  the  gOTenk" 
ment  and  of  the  people,  and  that  in  large  part  the  stocks  have  been 
acquired  at  abnormal  cost  and  are  therefore  carried  into  in vm tones 
at  inflated  values,  thereby  showing  apparent  profits  which  haf« 
not  been  realized,  and  which  probably  will  never  be  fully  realiaed. 
These  are  largely  bookkeeping  or  "paper"  profits,  and  should  not 
be  used  as  a  basis  for  taxation. 

We  therefore  recommend  that  any  tax  law  shall  provide  that 
diu-ing  present  conditions  the  taxpayer  shall  be  allowed  to  make 
a  deduction  from  his  apparent  profit  by  way  of  a  nmrvt  for  a 
subsequent  shrinkage  in  Uie  value  of  merchandise. 

We  believe  that  the  interests  of  the  government  can  be  pro- 
tected against  abuse  of  this  pri\'ilege  by  the  fixing  of  a  maximum 
percentage  of  deduction  to  be  allowed,  and  by  the  use  of  proper 
nietliods  of  inspection  and  appraisal. 

RaUroads.  The  Congress  of  the  United  SUtes  should  speedily 
t  legislation  providing  for  the  early  return  under  federal 
I  (Ts  to  tlieir  owners  of  all  railroads  now  lK*ing  opetmled  bj  this 
government  under  federal  regulations  permitting  the  eliminatioo 
of  wastt^ful  competition,  the  pooling  of  equipment,  combinations 
or  consolidations  through  ownership  or  otherwise  in  the 
tion  of  terminals,  and  such  other  practices  as  will  tend  to 
omies  without  destroying  competition  in 
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Means  qf  CommunicaHon.  We  are  opposed  to  government  own- 
erahip  and  operation  of  telegraphs,  telephones  and  cables. 

Merloni  Marine.  We  recommend  tliat  tlie  construction  of  a 
great  merdiant  marine  be  continued  and  ampURed,  and  that  its 
operation  under  American  control  be  kept  safe  by  such  legislation 
aa  may  be  necessary  to  insure  its  stability  and  its  lasting  value  to 
American  industries. 

Pof<  FacUiiies.  The  recommendations  of  the  Port  and  Harbor 
Facilities  Commission  of  the  United  States  Shipping  Board  for 
devdopment  ports  are  supported.  Vessels  of  foreign  register 
needed  for  our  conunerce  by  sea  are  attracted  to  those  ports  which 
are  best  fitted  to  coal,  to  load  and  to  unload  cargoes,  and  thus 
pro\'ide  means  for  a  quick  turn-around. 

After  ascertaining  the  port  facilities  of  European  countries, 
and  their  plans  for  further  development,  the  commission  has  recom- 
mended that  there  should  be  a  local  port  commission  at  each  of 
the  important  ports  upon  our  coasts,  that  upon  these  commissions 
there  should  l>e  representatives  of  industrial,  conmiercial  and  rail- 
road interests  centering  at  the  port,  that  facilities  should  be  in- 
stalled to  meet  the  needs  of  the  port,  and  that  a  zone  system 
.4iould  be  arranged  by  which  exports  and  imports  would  f^o^^' 
through  those  ports  which  are  within  economic  transportation 
distance  of  the  points  of  origin  and  destination. 

There  should  be  cooperation  with  the  Facilities  Commission  in 
its  task  of  expanding  means  which  will  enhance  the  position  of  tlie 
United  States  among  maritime  nations. 

Public  Utilities.  Public  utilities  have  faced  diflScult  problems, 
which  have  been  accentuated  by  conditions  arising  out  of  war. 
The  development  and  efficiency  of  such  a  utility  as  local  trans- 
portation has  immediate  importance  for  every  community. 

It  is  recommended  that  the  Chamber  of  Commerce  of  the 
United  States  should  appoint  a  committee  to  investigate  and  study 
the  question  of  local  transportation  as  it  relates  to  the  control 
of  rates  and  8er\'ice,  franchises,  taxes,  the  attraction  of  capital 
into  the  business,  and  such  other  questions  the  committee  may 
find  pertinent  Such  a  committee  should  report  its  recom- 
mendations to  the  board  of  directors  of  the  National  Chamber, 
and  the  board  should  deal  with  them  in  accordance  with  the  es- 
taUished  procedure  of  the  chamber. 
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Waler  Powers.  Industrial  activity  ia  dqiemkiit  upoa  the 
availahlo  Miipply  of  power.  A  bill  which  would  affect  the  dcvdop» 
nH*nt  of  hydro-<*lt*f*tnc  power  u|>on  watenriys  and  laoda  whidi 
art*  .suhj(*ct  to  ftnleral  juriiidicUon  is  dow  before  a  committee  of 
conferencf*  Ik* t ween  the  two  houaee  of  CoogroM.  It  if  important 
in  the  public  interest  that  federal  legialatioii  on  thie  mibject 
.shoulil  Ik*  <*nacted  without  further  delay.  We  accordingly  urge 
tluit  tlie  conference  conunitU^e  arrive  at  an  acceptible  form  of 
Irgi.slation  in  season  for  enactment  at  this  scMloo  of 

^  '      ttUmal  ReeonttmeUon.    In  war  we  have  made 

ith  the  Allies.  We  should  likewise  make  common  cauae 
with  them  in  seeking  the  solution  of  the  immediate  problems  of 
rt^construetion  which  they  face,  because  of  the  efforts  they  put 
fortii  in  Uie  war.  These  problems  peculiarly  depend  for  their 
solution  u|K>n  commerce. 

Raw  materials  and  industrial  equipment  which  we  poestas  the 
AlIit\H  urprntly  requirt*.  tliat  tJicy  may  reconstitulf  thfir  economic 
life.  We  should  <I<>:t1  i^oncrously  with  them  in  sharing  these  re- 
sources. 

In  order  that  we  may  share  our  materials  with  the  Allies,  wr 
must  also  provide  them  with  credits  through  which  the>'  mi^^ 
niako  tlie  necessary  pajTnents. 

Our  ocean  tonnage  must  supply  our  troops  overseas  and  help 
to  provision  the  inhabitants  of  war-devastated  regions.  The 
part  of  oiu-  oct*an  tonnage  not  required  for  these  paramount 
nt^eds,  and  vessels  of  associated  countries  which  are  in  a  similar 
situation,  should  be  entered  into  the  common  servioe  of  all  na- 
tions. This  common  service  should  secure  to  all  nations  their 
immediate  needs  of  food,  raw  materials,  and  transport  for  their 
products. 

European  Commusiofi.  The  business  men  of  the  Fnitrd 
States,  having  devoted  their  energies  and  resources  toward  the 
winning  of  the  war,  regardless  of  sacrifices  or  burdens,  in  support 
of  the  principles  for  which  this  country  fought,  apprcciaie  the 
III  rrssity  of  continuance  of  unremitting  effort  in  order  that  the 
\\ov\d  may  be  restored  to  normal  conditions  as  quickly  as 
and  the  blessings  of  peace  brought  to  all  peoplea. 

In  the  accomplishment  of  these  results  the  highest 
of  tlie  great  commercial  and  industrial*powers  of  our  own  country 
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and  that  of  the  Allied  nations  will  be  developed  only  through 
cooperative  effort  and  common  counsel. 

In  order,  therefore,  to  contribute  to  the  fullest  toward  the 
prompt  solution  of  the  problem  presented,  the  Chamber  of 
Commerce  of  the  United  States  b  requested  to  enlist  the  coopera- 
tion of  national  bodies  devoted  to  the  extension  and  promotion  of 
American  conmierce  and  particularly  foreign  trade,  in  the  ap- 
pointment of  a  conmiission  representative  of  American  business, 
which  shall  proceed  without  delay  to  Europe  and  establish 
machinerj'  for  the  following  purposes: 

A.  To  study  at  first  hand  the  reconstruction  needs  of  Euro- 
pean countries  in  conjunction  with  business  men  of  these  nations 
in  order  to  advise  the  business  men  of  the  United  States  as  to  how 
they  may  be  most  helpful  in  meeting  the  necessities  of  Europe 
and  caring  for  the  interests  of  American  industry  and  commerce. 

B.  To  be  available  to  the  peace  delegates  of  the  United  States 
for  any  needed  information  which  they  may  be  able  to  present  or 
for  any  other  aid  which  may  be  given  by  the  business  men  of  the 
United  States  through  the  medium  of  such  a  commission. 

The  Chamber  of  Commerce  of  the  United  States  also  is  requested 
to  appoint  members  of  the  commission  to  represent  the  business 
men  of  the  Ignited  States  at  the  forthcoming  meeting  of  the 
International  Congress  of  Chambers  of  Commerce. 

European  Committee,  Many  other  suggestions  were  received 
and  considered.  All  of  them  will  be  transmitted  to  the  Chamber 
of  Commerce  of  the  United  States  for  its  information. 

Foreign  Trade  Markets.  We  strongly  urge  upon  our  govern- 
ment the  vital  necessity  of  encouraging  and  developing  our  foreign 
trade  through  all  appropriate  means  possible,  in  order  that  the 
production  of  industry  may  afford  employment  to  wage-earners 
and  prosperity  to  the  nation. 

Smith  American  Relations.  It  has  long  been  the  policy  of  this 
nation  to  cultivate  relations  of  close  sympathy  with  the  nations 
of  the  Western  hemisphere  as  expressed  in  the  Monroe  Doctrine. 
We  believe  that  these  relations  should  be  supplemented  and 
stxengthened  by  a  vigorous  development  of  our  commercial  and 
financial  associationB  with  our  neighbors  of  North  and  South 
America. 

He  government's  control  of  shipping  should  be  brought  to 
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i}\i:  accomplishment  of  thia  purpote  af  aooo  m  it  it 

witli  oUier  urgent  needi,  and  the  work  of  the  Pan-Amcrioui  Uaioa 

iiliould  be  continued  and  broadened  in  ncope. 

Property  RigkU  in  Mexieo.  By  proviiions  in  a  eoaatitutiiNi 
adoptt'd  wliile  much  of  the  country  was  engaged  in  dvil  iitrife, 
and  UirouKh  subsequent  legislation,  Mexican  authoritiea 
thrt*att*ncd  rights  acquired  by  Americans  in  good  faith, 
in  minerals,  including  petroleum.  Against  threatened 
tion  the  American  government  made  formal  prolaala.  The 
attitude  taken  by  the  American  government  is  heartily  oom- 
mended  as  m  accordance  with  obvious  justice. 

Education  for  Foreign  Trade.  In  the  larger  oppoKunities  which 
•  >  )h>  o{K*ned  to  American  business  men  to  play  a  |mrt  in  the 
liutional  conunerce  of  the  world  the  need  will  be  felt  for  more 
men  who  are  trained  to  a  knowledge  and  understanding  of  the 
language,  the  business  methods  and  the  habits  of  thought  of  for- 
eign lands.  Complete  success  can  only  come  to  those  who  suc- 
ctH'd  in  putting  themselves  into  full  accord  and  sympathy  with 
tJie  peoples  with  whom  they  are  to  deal. 

We  urge  upon  our  industrials  that  they  take  steps  to  provide 
opportunities  to  young  men  to  obtain  an  education  in  the  practices 
i)f  overseas  commerce  and  finance  and  in  the  practical  use  of 
foreign   languages. 

We  call  the  attention  of  the  various  departments  of  govern- 
ment and  to  edueators  to  the  importance  of  this  matter  and  ask 
that  special  efforts  be  made  to  supplement  the  valuable  work  al- 
ready done  and  to  open  up  every  facility  to  the  furtherance  of  a 
successful  prosecution  of  this  educational  work. 

Forest  ProducU.  The  Foi^st  Products  Laboratories,  of  the 
United  States  Forest  Service,  have  rendered  valuable  senrioe 
through  scientific  investigation  of  the  physical  properties  of 
American  woods  and  their  adaptability  for  structural,  industrial 
and  ornamental  usage.  It  is  of  great  importance  to  AflMtkan 
industr>'  that  the  government  should  extend  and  adequately 
Tuaintain  the  work  of  the  forest  products  laboratories. 

Coti  Accounting,  It  is  the  sense  of  this  convention  that  vair 
fonn  cost  accounting  should  be  adopted  by  industries. 

National  Trade  AeeociaHon.    The  experiences  of  the  war  hatw 
clearly  demonstrated  the  value^ol  natiooal  trade 
and  their  service  to  the  country  as  weD  as  to  industry. 
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This  conference  heartily  approves  the  plan  of  organizing  each 
industry  in  the  country  in  a  representative  national  trade  asso- 
ciation and  expresses  the  belief  that  every  manufacturer,  jobhrr 
and  producer  of  raw  materials  should  be  a  member  of  the  na- 
tional  organisation  in  his  trade  and  cordially  support  it  in  its 
work. 


Capital  and  I^alx)r' 

By  CiiAKL^>i  M.  Schwab 

nPHERE  is  a  queition  of  greft  and  timely  fanportaoop,  to 
-*-  cov<T  which  no  one  can  lay  down  general  rutet»  and  that 
is  this  great  and  iniix)riant  lal)or  queiitioiL  I  am  one  of  the 
men  who  believe  in  the  fairness  of  American  labor.  I  am  one  of 
the  nu*n  who  believe  that  the  only  foundation  upon  which  any 
of  Uiese  tilings  can  permanently  rest  is  the  economic  uae  of  every* 
thing,  whetluT  it  be  labor,  material,  manufacture  or  iriiat  not 
Any  foundation  of  organized  labor  or  capital  that  is  oo  a  fabe 
basis  must  fail.  We  started  in  some  twenty  years  ago  oo  a 
of  expluita lions  tliat  many  people  called  trusts  and  there 
many  such  concerns  organized  that  had  as  their  prime  motive 
the  artificial  idea  of  either  restricting  production  or  increasing 
the  selling  price.  You  have  seen  them,  one  after  the  other,  Cafl 
and  fade  away.  That  was  on  a  wrong  basis.  Our  Caagttm, 
our  legislature  in  Washington,  realized  it,  and  rightly  and  justly 
took  steps  to  correct  it.  \Miat  has  been  true  of  capital  will  be 
equally  true  of  labor,  and  therefore  the  education  of  the  American 
laboring  man  must  be  to  have  him  realize  that  his  permanency 
and  success,  and  the  success  of  the  nation,  will  depend  upon  labor 
conditions  and  capital  conditions  that  arc  founded  oo  ecooomir 
principles  first  of  all.  I  have  had  my  hand  in  this  matter  of  tlir 
organization  of  capital.  I  know  something  about  it;  I  know 
what  I  am  talking  about 

The  other  night  at  Bethlehem  I  told  a  story  about  a  dream  I 
had  had.  Now  that  I  look  back  over  those  days  and  the  partici- 
pation I  had  in  them,  I  shudder  a  good  deal.  When  the  bvesti- 
gations  of  capital  and  the  organisation  of  great  companies  were 
taking  place,  I  commenced  to  fed  a  good  deal  dij>turbed«  and 
with  ail  the  agitation  in  the  press  commenced  to  feel  that  peiiiaps 
I  had  partici{)atcd  in  something  that  was  sinful  and  disboneit 
and  ail  sort^  of  tilings.  I  am  a  good  Catholic.  Now  tfiere  is 
Father  Zalim,  the  great  Catholic  priest  who  went  with  Throdoie 

^  I^rinted  from  addmi  delhrarad  bdora  the  War 
United  Stetat  Chandber  of  Omm^m,  AtlMitk  Oty. 
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Roosevelt  up  the  river  of  doubt,  but  who  has  never  left  any  doubt 
in  my  mind  as  to  where  he  stands.  I  decided  that,  being  a  good 
Catholic,  I  would  go  to  confession,  and  I  shrived  my  soul  of  all 
thoac  doings.  Father  Zahm  was  in  the  confessional,  Mr.  Morgan 
was  on  one  side  of  the  confessional  and  I  was  on  the  other.  Sud- 
denly the  Father  disappeared  and  I  said  to  Mr.  Morgan  ''Where 
has  the  Father  gone?"  "Oh,"  he  said,  "he  has  just  gone  out  in 
the  church  a  moment"  I  said,  "Don't  you  believe  it!  He  has 
gone  for  a  cop." 

We  shrived  ourselves  of  these  misdoings.  We  had  learned  our 
faults.  We  have  learned  where  we  were  wrong.  Up  in  Wash- 
ington they  stopped  us — they  did  stop  us — they  do  not  do  it 
now.  They  had  to  get  us  together  to  help  things  out  a  little. 
They  found  in  Washington  that  it  was  a  good  thing  to  have 
people  act  in  unity  when  many  of  these  big  problems  had  to  be 
discussed  and  solved.  They  found  it  was  a  good  thing  to  have  the 
products  of  this  country  distributed  from  a  common  center  for 
economy's  sake  and  for  the  good  of  the  nation,  and  that  tlie  mis- 
takes were  not  all  the  fault  of  capital.  Much  good  came  from  it, 
but  like  most  of  these  things  they  went  too  far  and  they  had  to 
be  corrected. 

I  am  not  opposed  to  organized  labor.  I  believe  that  labor 
should  organize  in  individual  plants  or  amongst  themselves  for 
the  better  negotiation  of  labor  and  the  protection  of  their  own 
rights;  but  the  organization  and  control  of  labor  in  individual 
plants  and  manufacturies,  to  my  mind,  ought  to  be  made  repre- 
sentative of  the  people  in  those  plants  who  know  the  conditions; 
that  they  ought  not  to  be  controlled  by  somebody  from  Kam- 
chatka who  knows  nothing  about  what  their  conditions  are. 

But,  in  the  years  gone  by,  I  seriously  doubt  many  times  if 
labor  has  received  its  fair  share  of  the  prosperity  of  this  great 
country.  We,  as  manufacturers,  have  got  to  open  our  eyes  to  a 
wider  vision  of  the  present  and  the  future  with  reference  to  our 
workmen.  We  have  got  to  devise  ways  and  means  by  which 
capitol  and  labor,  that  have  so  often  been  termed  synonymous, 
shall  share  equally,  not  in  theory,  but  in  practice.  We  have  got 
to  devise  ways  and  means  of  education.  We  must  not  only  talk 
about  these  things  but  we  must  do  these  things.  We  have  got 
to  realijEe  that  many  unjust  demands  wiU  be  made  by  labor  as 
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they  probably  have  been  made  by  capitaliiU  and  employwi  b 
the  phst.  Tliat  u  one  of  the  lessons  this  great  war  haa  tanglit 
us — true  democracy.  The  thing  we  have  to  do  b  to  ieaeh,  not 
patronise,  to  educate  and  have  the  American  Uborer  know  and 
(evl  that  he  can  stand  witli  his  head  in  the  air  as  you  can  and  aa 
I  can,  and  say  with  pride,  "I  am  an  American  citiam.'*  What 
does  American  dtisenship  mean  except  that  any  man  to  be  a  Inie 
American  citizen  must  be  able  to  hold  up  his  haul  and  fed  within 
his  heart  tliat  he  has  done  his  duty  to  his  nation  and  to  hia  fellow 
men.  What  prouder  thing  is  it  for  any  man  to  say  than«  *'I  am 
an  Anieri<*an  citizen."  What  greater  nation  is  there  on  the  (aee 
of  Uie  eartli,  what  nation  that  God  has  endowed  with  more 
natural  resources  than  this  great  nation  of  ours?  Above  all  lie 
has  endowed  it  with  a  people  so  filled  with  energy  and  patriolie 
enthusiasm  and  integrity  as  to  place  the  American  nation  for  all 
time  to  come  at  the  head  of  all  nations  of  the  world. 

My  work  in  Philadelphia  and  in  Washington  in  connection 
wiUi  tlie  fleet  has  been  exceedingly  interesting.  It  is  exceedin^y 
intt»n\sting  now.  It  is  very  important  now.  I  telegraphed, 
however,  a  few  days  ago  to  the  President  of  the  Ignited  State* 
that,  inijiortant  as  this  work  at  Washington  was,  I  felt  that 
lun-in^  170,000  employes  of  my  o^ti  and  a  payroll  of  twenty- 
five  million  dollars  a  month  I  could  be  of  greater  service  to  this 
nation  and  Uiis  country  by  retiring  from  the  work  I  had  in  Phila- 
delphia to  the  study  of  important  questions  that  would  ariae  in 
connection  with  this  transition  period  in  the  various  induslriea 
of  the  United  States,  and  I  begged  to  be  relieved  from  one  im- 
l>ortant  duty  to  take  up  what  I  believed  to  be  a  more  important 
duty. 

That  is  what  I  feel  is  our  duty,  as  manufactnrers  now,  if  we  want 
to  preser>'e  the  situation  in  America.  We  have  to  study  it  with 
utmost  care.  Each  manufacturer  nnist  study  his  own  case  and 
his  own  situation  from  his  ovm  standpoint  and  must  know  hh 
o^-n  conditions.  There  can  be  no  general  rule  that  will  be  applic> 
ahle  to  all.  We  ought  to  urge  a  continuance  of  work  in  e>*ery 
direction.  Matters  will  adjust  themaelves  industrially  in  this 
country  sooner  or  later  by  the  natural  coutk  of  eventa,  but  what 
we  want  to  prevent  is  that  sudden  slip  of  the  cog  which  will  give 
us  a  social  jolt  that  may  be  dangerous  to  our  induatriea  for  J^mn 
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to  come.  We  must  be  patient  We  must  go  along  wiUi  small  or 
no  profits  if  necessary.  We  must  bend  every  effort  to  keep  our 
employes  busy,  em]>loyed  and  satisfied.  They  must  be  made  to 
realise  the  situation  as  we  see  it  and  be  content  to  help  us  in  that 
development  We  must  get  closer  together  with  our  work 
people.  We  must  listen  with  patience  to  tlieir  side  of  the  story, 
and  we  must  induce  them  to  listen  with  patience  to  our  side  of 
the  8tor>'.  The  day  of  autocracy  in  government  and  labor  has 
gone  by.  It  is  the  day  of  democracy  in  which  we  now  stand 
shoulder  to  shoulder  for  the  protection  of  our  mutual  interests 
and  above  all  for  the  protection  mul  trlorification  of  fins  <n'r:\\  mul 
glorious  country  of  ours. 

The  message  which  I  have  given  you  is  a  general  one,  hut  if  I 
can  get  into  your  hearts  and  minds  tlie  spirit  tliat  I  have  in  my 
own,  which  I  have  learned  from  the  lessons  of  tliis  war,  as  most 
of  you  have  learned  them  equally  with  me,  I  shall  feel  that  I 
have  accomplished  much.  I  would  emphasize  the  fact  tliat  wc 
must  face  a  new  condition  of  affairs,  that  we  must  work  out  th<' 
problems  connected  with  it,  that  we  must  expect  troublous  tunes 
and  diflSculties  in  the  working  out  of  these  problems  but  above 
all  we  must  plunge  ahead  with  the  confident  belief  that  the  busi- 
ness, industrial  and  manufacturing  interests  of  tlie  I'nited  States 
are  going  onward  and  upward  in  spite  of  any  condition  that  may 
arise  in  this  great  country. 

I  am  an  optimist.  I  am  not  a  pessimist.  During  my  caret»r 
in  business  hfe,  during  periods  of  greatest  depression,  I  have  never 
lost  confidence  in  the  United  States  or  its  manufacturing  and 
industrial  ]X)sition.  I  remember  very  well  in  1887,  when  as  engi- 
neer of  the  Carnegie  Company  I  was  building  a  rail  mill,  full  of 
youthful  enthusiasm  I  wrote  Mr.  Carnegie  that  tliis  mill  would 
produce  a  thousand  tons  of  rails  a  day.  He  wrote  back  and  said 
"Young  man,  I  have  agreed  to  the  foolish  expenditure  of  the 
money  for  that  great  mill.  I  will  exact  only  one  condition,  and 
that  is  that  you  never  tell  any  one  that  we  are  foolish  enough  to 
believe  that  this  country  will  ever  require  a  thousand  tons  of 
rails  a  day."  1887  is  not  so  very  long  ago,  and  yet  this  country 
can  very  well  consume  now  from  20,000  to  25,000  tons  of  jails  per 
day. 

So  it  has  been  true  in  every  branch  of  industry  with  which  I 
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have  been  oooneelad.  It  has  gone  on  by  lrap«  and 
PencxiH  of  retraction  and  reoeMion  and  d^prgerion  have 
but  the  grand  cur\'e  and  the  general  trend,  U  always  upward  and 
miward.  So  that  thoee  of  jrou  who  hax^e  industrial  calabiyi- 
ments,  and  capital  invested  in  the  same,  may  take  from  me  the 
note  of  optimism  that  I  have.  My  only  thouftlit  and  wish  is 
that  I  had  a  ^ooil  deal  more  to  look  fomard  to  in  tJu*  future,  not 
becauae  of  the  money  that  it  is  going  to  give  me — for  I  do  not 
know  wheUuT  I  have  any  money  these  days  or  not  after  I  have 
paid  my  taxes;  I  am  i^Fraid  to  look.  I  borrow  all  the  money  I 
can.  I  was  a  great  buyer  of  liberty  bonds  but  I  have  not  been 
able  to  pay  for  one  of  tht*m.  I  trieil  to  borrow  some  money  from 
Stotesbury  of  Philadelphia.  I  went  around  to  his  place  and  said 
"I  must  see  how  much  I  can  gel  from  you.*'  He  said,  ** You're 
an  old  friend  and  an  old  customer;  you  can  get  all  you  want  from 
us;  we  will  give  you  half  a  inillion  dollars."  I  said.  **No.  I  have 
to  have  a  lot  more  tlian  that.  There  is  Mr.  Baker  in  New 
^'ork;  he  promised  me  more  than  that,  and  he  don't  know  me." 
Mr.  Stotesbury  replied.  '*That  is  the  reason  he  is  willing  to  give 
it  to  you.** 

I  read  in  the  paper  yesterday  morning  al>out  a  bank  {Kesidc^t 
who  got  nervous  seeing  me  come  into  his  bank  because  he  knew  I 
would  l)orrow  all  the  money  I  could  get  from  him  and  that  1 
would  put  it  into  smoke  stacks  and  chimneys  and  boik'rs  and  rol- 
ling mills,  etc.  I  thought  to  myself,  "That  Is  a  pretty  harsh 
criticism.**  I  sincerely  felt  tliat  when  the  achievenn-nts  of  my 
life  had  been  completed  and  my  obituarj-  is  being  >*Titten  if  I 
can  leave  as  a  inonunient  a  long  line  of  smoke  stacks  and  boiU*r 
works  and  rolling  mills  and  industrial  establldimentH,  I  sliall  be 
prouder  than  of  the  grandest  monument  men  might  erect  in  my 
memor>'. 

(hie  moniing  a  su|M*rintendent  in  one  of  the  .sliipyards  on  the 
Pacific  Coast  dischai^ged  a  workman.  He  said,  "Mike,  wr  don't 
want  you  any  more;  you  are  no  good."  Mike  went  home.  ImiI 
tlie  next  morning  he  was  at  work  on  the  same  job  in  the  samr 
place  and  ever>'Uiing  seemed  just  as  usual.  The  suiM-rintendmt 
came  out  and  saw  him  and  said,  "Why,  I  thought  I  disrhargnl 
you  yesterday."  Mike  said,  "You  did.  but  don't  you  do  it 
attain,  because  my  wife  gave  me  hell  for  it" 

IS 
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We  Americans  may  be  great  manufacturers  and  all  that,  but 
we  have  always  paid  the  same  tribute  of  respect  to  our  wives  that 
thui  gnat  nation  has  paid  to  tlie  women  of  the  United  States 
in  \^^  gi^at  crisis.  Why  should  we  not  do  that?  I  do  not  mind 
being  scolded  by  my  wife,  for  I  know  she  is  usually  right.  Why 
should  we  not  expect  this  of  American  mothers  and  American 
wives,  the  true  women  of  a  true  nation,  the  true  wife  of  a  true 
American  and  the  true  mother  of  a  true  American  son? 

When  this  great  war  is  over  and  peace  is  signed,  and  we  are 
back  once  more  to  the  everyday  conditions  of  life,  it  is  not  going 
to  be  the  men  who  built  the  airplanes  or  the  men  who  built  boilers 
or  the  men  who  built  engines  whose  names  will  go  down  in  the 
golden  pages  of  history,  but  it  will  be  the  names  of  the  boys  in 
the  trenches  of  Flanders  who  have  offered  the  supreme  sacrifice 
of  their  lives  for  our  nation— it  will  be  their  names  which  will 
ever  be  remembered  on  the  pages  of  the  history  of  this  great 
country  of-  ours.  TMiile  it  has  been  a  pleasure  to  build  ships  to 
transport  and  feed  these  boys  while  they  have  been  over  there, 
the  pleasure  is  an  hundredfold  keener  to  build  ships  that  will 
bring  home  the  boys  who  have  brought  to  us  the  great  victory 
and  standing  of  this  great  country  of  ours. 

The  two  points  I  want  to  emphasize  are  that  we  must  all  give 
our  best  thought,  our  best  recommendations  and  our  best  en- 
deavors. The  men  in  business  in  the  United  States  are  not  the 
men  who  are  working  for  money  alone.  The  chief  pride  of  Amer- 
ican character  is  successful  accomplishment.  It  may  be  measured 
by  the  dollars  that  go  into  his  coffer,  but  the  real  throb  and  thrill 
of  pleasure  that  comes  to  his  mind  is  one  of  successful  accomplish- 
ment Let  us  fill  our  minds  and  hearts  with  determination  that 
we  American  manufacturers  and  American  business  men  are 
going  to  have  successful  accomplishments,  that  we  are  going  to 
have  them  in  an  honorable  way  and  that  we  ask  our  great  repre- 
sentatives in  Washington,  from  the  President  and  the  Secretary 
of  Commerce  down,  to  help  American  business  men  help  sustain 
the  prestige  of  the  American  nation  and  that  we  pledge  ourselves 
to  treat  fairly  with  that  great  army  of  workmen  who  must  share 
with  us  the  prosperity  and  happiness  of  this  great  country  of  ours. 


Post-War  Standards  for  Industrial  Reflations' 

By  Henbt  p.  Kendall 

^O  serious  minded  men  today  feel  that  we  ahaJl  n*liim  to  tbe 
^^  tiahii  quo  ante.  Prior  to  the  war  Uu*  problem  of  indastrial 
relations  was  the  greatest  problem,  with  which  the  American 
poopli*  ha<l  to  deal.  The  need  of  immense  productioo  after  the 
Ix^inning  of  the  war  caused  a  violent  readjustment  of  the 
( liiiirry  of  production.  With  it  came  an  equally  complete 
in  tlic  matters  of  working  conditions.  The  withdrawal  of  so  many 
I  '  I  Uie  army  accentuated  this.  The  increased  cost  of  liviii|f» 
ire  at  the  outset  to  regulate  matters  affecting  prodoctMNi 
and  labor  upset  the  former  balance  of  economic  laws  of  supply 
and  demand,  ^nth  the  result  that  labor  found  its<*lf  in  the  positioo 
of  having  tlie  balance  of  power.  The  extravagant  and  dispropor- 
tionate increase  in  wages  and  the  unregulated  competiUoo  of 
^vermncnt  departments,  munition  plants  and  private  enter- 
prises caused  such  a  degree  of  unrest  that  the  gov(>mnu*nt  was 
compelled  to  interfere  or  else  face  the  possibility  of  failure  of  win- 
ning tiie  war. 

The  governmental  agencies  set  up  in  the  various  wage  adjust- 
ment boards,  at  first  working  independently,  then  in  the  so-called 
War  Labor  Board  and  War  I.abor  Policies  Board,  unquestionably 
have  served  a  purpose,  but  for  one  reason  or  another  ha\*e  failed 
to  >Kin  the  confidence  of  any  great  portion  of  the  country.  Ik 
war  has  now  ceased.  The  labor  problem  stands  in  higher  retirf 
as  the  great  problem  facing  the  American  people  today.  The 
question  lx*fore  organized  business  is,  will  they  be  far-sighted  in 
formulating  a  declaration  of  right  principles  on  which  they  can 
meet  employes  and  the  public  on  a  new  forum  where  sound  in- 
dustrial relations  can  be  secured  and  maintained  not  by  a 
of  economic  strength  as  in  the  past  but  by  tlie  nik*  of 

There  are  four  ways  in  which  this  problem  will  be 
First,  a  set  of  federal  industrial  courts  after  the  plan  of  the  Aus- 
tralian system,  through  which  compulsory  arbitration  is  virtu- 

>A<idi«n  deU^«f«d  bafora  TU  Ww  Fwiisinj    Co^mm  of  tW  Vmittd 
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«Dy  in  force,  with  a  huge  ^ovomniental  machinery  set  up  to  carry 
it  out.  The  exi:erienres  of  the  war  jxTicxI  hardly  tended  to  in- 
crease the  confidence  in  or  the  desire  to  furtlier  on  any  large  scale 
go>vcniiiienial  interference  in  this  delicate  and  complex  problem. 
There  is  the  9eeond  plan  of  wa^e  adjustment  boards  set  up  by  the 
industries  themselves  and  their  employes  with  equal  representa- 
tion on  each  side.  These  boards  should  in  advance  detennine  and 
agree  on  standards  of  wages,  hours  and  conditions  of  employment, 
in  which  both  parties  interested  should  have  an  equal  voice. 
Such  boards  today  in  many  large  industries  are  working  well. 
The  most  important  contribution  which  the  War  Labor  Policies 
Board  has  made  has  been  its  attempt  to  further  this  plan  in  such 
industries  as  the  metals,  needles  trades,  and  building  trades. 
The  third  meUiod  of  approaching  the  problem  of  industrial  rela- 
tions is  to  hold  that  since  labor  and  management  are  in  an  ir- 
reconcilable conflict,  proper  procedure  is  merely  to  keep  up  the 
fight  until  one  side  is  beaten  or  things  get  so  bad  that  the  country 
at  large  will  take  a  hand.  The  fourth  plan  is  simply  to  let  things 
drift  to  an  approximation  of  a  status  quo  ante,  which  very  few 
believe  is  either  sound  or  wise. 

The  second  plan,  it  seems  to  me,  is  the  only  possible  safeguard 
for  management  and  is  sound  in  business  principles  and  in  fethics. 
Farseeing  business  men  today  would  do  well  to  speak  in  no  mis- 
understood fashion  and  declare  the  principles  for  which  they 
stand.  They  must  be  ready  to  meet  the  situation  squarely  with 
a  full  knowledge  of  economic  law  and  the  laws  of  society.  There 
are  certain  principles  on  which  wage  adjustment  boards  by  in- 
dustries are  founded.  An  outstanding  part  of  the  plan  is  to 
grant  representation  within  shops,  on  the  theory  that  the  em- 
ployes are  entitled  to  a  voice  in  determining  the  conditions  under 
which  they  work.  Other  principles  which  should  govern  and  on 
which  any  wise  action  can  be  taken  are  the  following: 

(1)  The  recognition  that  industrial  enterprises  are  the  source  of 
livelihood  to  workers  as  well  as  to  employers  and  should  be  con- 
ducted witli  a  view  of  the  greatest  opportunity  for  all  concerned. 

(2)  That  much  of  the  industrial  unrest  is  caused  by  irregularity 
of  employment  which  can  be  lessened  greatly  if  industries  and 
communities  will  face  this  problem  and  feel  it  is  their  responsi- 
bility, and  codperate  to  standardize  methods,  customs  and  styles. 
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to  ^ivt*  rt'^ilarity  of  employment.    The'ooQiervfttfaNi 
th<*  War  IndiiMtricfi  Board  have  ihown  to  what  extent 
nunits  in  manufactiiriiif?  methodf  and  productioo  can  \m 
when  incluritriea  are  willing  to  standardiie.    So  abo  on  i^atulaiHf 
of  eniplo>inent  equal  unprov^menta  can  be  made. 

(S)  The  right  of  workers  to  organiie  in  jobt  action  not  inimical 
to  Xliv  general  welfare  cannot  be  denied.  Such  recognition,  how- 
ever, niuiit  ))e  joine<l  with  responsibility  of  both  parties  to  the 
faitiifiil  observance  of  collective  agreements  and  cooperation  with 
the  management  to  promote  the  efficiency  of  the  ettaUialinMBt  as 
a  whde. 

(4)  Impartial  agencies  such  as  outlined  above  must  be  set  op 
to  interpret  agnHMiients  and  to  apply  them  in  particular  cases 
and  to  make  prompt  and  authoriUitive  settlements. 

(5)  The  right  of  all  workers,  including  common  laboters.  to  a 
li\ang  wage  is  declared. 

(6)  When  the  volume  of  business  declines,  wages  should  Iw  the 
last  item  to  Im*  cut  dow^.  It  has  been  demonstrated  that  higii 
wages  and  national  prasperity  are  corollaries. 

(7)  Wlierever  there  is  a  standardized  wage  there  shoukl  be  a 
definite  standardized  measure  of  performance  and  all  workers 
luive  a  right  to  compensation  in  proportion  to  their  individual  ao- 
complishments,  ability  and  service. 

In  any  plants  when*  there  are  sufficient  numbers  ol  employed* 
where  the  personal  relations  of  Uie  proprietor  are  more  or  k« 
last,  tlie  interests  of  the  employes  should  be  delegated  to  some  one 
person  as  a  labor  manager  or  director  of  personnel  who  should 
have  charge  of  this  function  of  business.  It  is  my  coox'iction  that 
t]u>  Chamber  of  Commerce  could  do  no  more  Uiteful  work  than 
furtliering  throughout  the  business  interests  of  .the  country  the 
i<lra  of  the  im)x>rtance  of  the  employment  manager  by  which  in- 
dustries and  corporations  shall  have  a  department  which  is  aeosi- 
tive  and  responsive  to  the  grievances  and  aspirations  of  the  chh 
ploy  OS. 

In  panic  times,  the  country  realizes  the  inflexibihiy  of  the  praa> 
ent  methods  of  distributing  labor.  The  Labor  Departmoii  hat 
established  a  sj'stem  of  public  employment  offices.  I  believe  that 
in  theory  this  is  just  as  sound  for  the  fU»xihility  of  labor  as  tlie 
FiHieml  Reser^'e  Board  is  for  the  flexibihty  of  curr--''-^-      Theae, 
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however,  should  not  be  contaminated  with  a  political  influence. 
The  practice  should  be  extended  by  decentralized  control  through 
local  agencies  made  up  of  representatives  of  employers  and  em- 
ployes and  the  public  should  control  such  agencies  and  a  high 
standard  of  efficiency  be  reached. 

Unless  a  study  of  underljdng  social  conditions  in  Germany,  in 
Russia,  in  Glreat  Britain,  as  well  as  in  our  own  country,  will  dis- 
dose  strong  currents  setting  in  definite  directions,  it  is  the  re- 
sponsibility of  wise  business  men  through  organization  to  dis- 
cover these  currents  and  help  to  direct  them  into  proper  channels. 
TWs  cannot  be  done  by  ignoring  the  great  problem  of  industrial 
relations  or  simply  fighting  organized  labor.  The  soimd  solution 
of  this  great  problem  will  determine  the  future  political,  economic 
and  social  stability  as  well  as  the  industrial  prosperity  of  this 
great  country.  Shall  the  only  big  organization  representative 
of  business  in  its  broadest  sense  throughout  the  country  remain 
silent  on  this  subject?  Is  there  any  more  important  business 
problem?  Shall  it  lead  the  way  and  declare  a  set  of  principles 
about  which  business  may  rally  and  which  shall  serve  as  a  guide 
to  governmental  action  so  far  as  it  is  required,  in  addition  to  what 
the  business  men  of  the  country  in  conjunction  with  the  workers 
accomplish  by  tlieir  own  means? 


Representation  in  Industry" 
By  John  D.  RocKKKfuxER,  Jk. 


■  At  last  the  war  is  over.    Lett  than  a  montli  bko  rvrry  nerve 

■  ^^     was  being  strained  for  the  purpoae  of  enlisting. 

■  and  equipping  four  million  in<*n  to  reinforce,  as  speedily  as 
W    sible,  the  battle-worn  but  unyielding  forces  of  our  Allies.    Ewvy 

wheel  in  industry  was  turning  at  top  speed  to  supply  munitions 
and  the  necessities  of  war.  The  peoples  eofn^  in  the  oooflict 
stood  ready  to  stake  their  all  on  the  outcome  of  the  sIfHgla. 
The  future  of  civilization  hung  in  tiie  balance.  Was  the  iroo  had 
to  trample  ruthlenly  on  humanity,  or  was  right  to  triumph  over 
might? 

In  the  contest,  nullions  of  lives  have  been  sacrificed;  billioiis  of 
dollars  expended;  rich  treasure  destroyed;  cities,  towns  and 
\illagefl  laid  waste;  vast  stretches  of  country  desolated.  No  one 
can  estimate  the  human  suffering,  miaciy  and  sorrow  invohrwL 
But  now,  Uianks  to  tlie  indomitable  courage  of  the  Alliifl  nationa, 
l)acked  by  our  gallant  troops,  the  issue  has  been  fought  out  and 
tyranny  overthrown. 

The  war  has  taught  many  lessons;  one  of  the  most  useful  is  the 
N-alue  of  oo5peration.  The  successful  outcome  of  the  cooflict 
was  largely  the  result  of  the  most  complete  codpcratioo.  Irre- 
^iKK'tive  of  race,  color  or  creed,  men  worked  and  fought  and  suf- 
ftred  and  died,  side  by  side.  The  kinship  of  humanity  has  (x>me 
to  be  understood  as  never  before.  Common  danger,  common 
toil  and  common  suffering  have  developed  tlie  spirit  of  brother- 
hood. 

Today  we  stand  at  Uie  threshold  of  the  period  of  recoostmetioo. 
.\s  we  address  ourselves  to  the  grave  problems  which  confront  us, 
f)roblems  both  national  and  international,  we  nmy  look  for  suc- 
cess in  their  solution  just  in  so  far  as  we  continue  to  be  animated 
by  the  spirit  of  cooperation  and  brotherhood.  The  hope  of  the 
future  lies  in  the  per]>etuation  of  that  s])iril.  Only  as  those  who 
sit  around  the  peace  table  are  imbued  witli  it  will  Uieir  efforts 
ro.NiiIt  in  an  outcome  at  all^commensurate  witli  the  pn<x*  which  has 
l>et»n  paid  for  peace. 

*  Addr«>s  (rexised)  deli\^»t<i  Mon  The  War  EM«tMQr  Cu^ii  ol  TW  tMmi 
Sut«t  Chamber  of  Conxmextx,  AtUntie  CHy.  Dccciibcr  4-a.  ISllL 
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In  international  affairs  America  has  seen  clearly  the  fundamen- 
tals of  reconstruction,  and  has  sought  to  enhance  human  well- 
being  by  cooperation  among  nations  and  the  establishment  of 
conditions  which  make  cooperation  possible.  It  is  to  be  hoped 
that  upon  the  problems  of  national  reconstruction  she  will  bring 
to  bear  the  same  clearness  of  vision  and  the  same  high  purpose. 
Among  these  problems  none  is  more  important  than  that  of 
industry,  none  more  pressing,  since  industry  touches  almost 
evcty  department  of  life.  It  is  this  theme,  or,  more  particularly, 
the  one  phase  "Representation  in  Industry,"  that  I  desire  briefly 
to  develop. 

We  must  ask  ourselves  at  the  outset  certain  fimdamental  ques- 
tions. First, — What  is  the  purpose  of  industry?  Shall  we  cling 
to  the  conception  of  industry  as  an  institution  primarily  of  private 
interest,  which  enables  certain  individuals  to  accumulate  wealth, 
too  often  irrespective  of  the  well-being,  the  health  and  the  happi- 
ness of  those  engaged  in  its  production?  Or  shall  we  adopt  the 
modem  viewpoint  and  regard  industrj^  as  being  a  form  of  social 
service,  quite  as  much  as  a  revenue  producing  process? 

Is  it  not  true  that  any  industry,  to  be  permanently  successful, 
must  insure  to  labor  adequately  remunerative  emplojonent  under 
proper  working  and  livmg  conditions,  to  capital  a  fair  return 
upon  the  money  ihvested,  and  to  the  community  a  useful  service. 
The  soundest  industrial  policy  is  that  which  has  constantly  in 
mind  the  welfare  of  employes  as  well  as  the  making  of  profits,  and 
which,  when  human  considerations  demand  it,  subordinates 
profits  to  welfare.  Industrial  relations  are  essentially  human 
relations.  It  is  therefore  the  duty  of  everyone  entrusted  with 
industrial  leadership  to  do  all  in  his  p)ower  to  improve  the  condi- 
tkxui  imder  which  men  work  and  live. 

The  day  has  passed  when  the  conception  of  industry  as  chiefly 
a  revenue  producing  process  can  be  maintained.  To  cling  to 
such  a  conception  is  only  to  arouse  antagonisms  and  to  court 
trouble.  In  the  light  of  the  present,  every  thoughtful  man  must 
concede  that  the  purpose  of  industry  is  quite  as  much  the  advance- 
ment of  social  well-being  as  the  accumulation  of  wealth.  It 
remains  none  the  less  true,  however,  that  to  be  successful,  indus- 
try must  not  only  serve  the  community  and  the  workers  ade- 
quately, but  must  also  realize  a  just  return  on  capital  invested. 


ATioN  IN  iNDtmnnr 

Next,  we  miuii  akL  oimelvc;*,  who  an*  the  \mTiim  to  mdntlttyf 
llw  parties  to  industry  are  four  in  number;  they  ate  capital. 
inaiiagement,  Ubor  and  tho  conununity.  Capitnl  in  rrfiMMUnl 
i)y  the  stockhokfen  and  is  usually  regarded  as  etiibraehg  mail* 
iffemcnt*  Bfanagement  is,  however,  an  entirely  aeparate  and 
•  !i  tinct  party  to  industry, — its  function  is  essentially  adminb* 
t  lit  ive;  it  comprises  the  executive  officers,  wlio  briflif  to  iodttstry 
t<  <  iinicnl  skill  iind  managerial  experience.  Labor  ^^trnfltts  of  tbe 
( iiiplny<^.  I^bor,  like  capital,  is  an  investor  in  industry,  but 
labor's  contribution,  unlike  that  of  capital,  is  not  detachable  from 
the  one  who  makes  it,  since  it  is  in  the  natun*  of  physical  effort 
and  is  a  part  of  the  worker's  strength  and  life. 

Here  the  list  usually  ends.    The  fourth  party,  namely  thr 

Tuunity,  whose  interest  is  vital,  and  in  tiu*  last  analysis  coo- 

iiiig,  is  too  often  ignored.     The  community's  right  to  repre- 

Mentation  in  the  control  of  industry  and  in  the  shaping  of  industrial 

|K)liri(\s  is  similar  to  tliat  of  tlie  other  parties.     Were  it  not  for 

tho  conununity *s  contribution  in  maintaining  law  and  order,  in 

providing   agencies   of   transportation   and   communication,   in 

fiiniishing  systems  of  money  and  credit,  and  in  rendering  other 

i<"es, — all   involving  continuous   outlays.-  the   operation   of 

,  t:d,  numagement  and  labor  would  be  cnonnousiy  ham|H'red. 
if  not  rendered  well-nigh  impossible.  The  community,  further- 
more, is  the  consumer  of  the  product  of  industry  and  the  mone>' 
\vhich  it  pays  for  tiio  product  reimburses  capital  for  its  advances 
iiid  ultimately  provides  the  wages,  salaries  and  profits  that  are 
listributed  among  the  other  parties. 

We  must  next  inquire, — WTiat  are  tJic  relations  botwi-cn  the 

four  parties  to  industry  ?     It  is  frequently  maintained  that  thr 

f>arties   to   industry   must   necessarily   be   hostile    and    antag- 

iiistic.     I  am  convinced  that  the  opposite  is  true:  that  they  are 

'     but  partners;  and  that  they  have  a  common  interest. 

access  cannot  be  broui^t  about  through  the  assunp- 

tion  by  any  one  party  of  a  position  of  dominance  and  arbitrary 

« ontrol;  rather  is  it  dependoit  upon  the  cooperation  ol  all  four. 

I'arLiiership,  not  enmity,  is  the  watchword. 

If  the  cooperation  between  these  interests  is  sound  business  and 
jinxi  social  economics,  why,  then,  is  antagonism  so  often  found  m 
Its  stead?  The  answer  is  revealed  in  a  survey  of  the  devckip> 
inont  of  industry. 
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In  the  early  days  of  industry,  the  functions  of  capital  and  man- 
agement were  not  infrequently  combined  in  the  one  individual, 
who  was  the  employer.  He  in  turn  was  in  constant  touch  with 
his  employes.  Together  they  formed  a  vital  part  of  the  com- 
munity. Personal  relations  were  frequent  and  nmtual  confidence 
existed.  When  differences  arose  they  were  quickly  adjusted. 
As  industry-  developed,  aggregations  of  capital  larger  than  a 
single  indi\idual  could  provide  were  required.  In  answer  to  tliis 
demand,  the  corporation,  with  its  many  stockholders,  was  evolved. 
Countless  workers  took  the  place  of  the  handful  of  employes  of 
earlier  days.  Plants  scattered  all  over  the  country  superseded 
tJie  single  plant  in  a  given  community.  Obviously,  this  develop- 
ment rendered  impossible  the  personal  relations  which  had 
existed  in  industry  and  lessened  the  spirit  of  common  interest 
and  undertaking.  Thus  the  door  was  opened  to  suspicion  and 
distrust;  enmity  crept  in;  antagonisms  developed.  The  parties 
to  industry  came  to  view  each  other  as  enemies,  instead  of  as 
friends  and  partners,  and  to  think  of  their  interests  as  antag- 
onistic rather  than  common. 

It  is  to  be  regretted  that  there  are  capitalists  who  regard  labor 
as  their  legitimate  prey,  from  whom  they  are  justified  in  getting 
all  they  can  for  as  little  as  may  be.  It  is  equally  to  be  deplored 
that  on  the  part  of  labor  there  is  often  a  feeling  that  it  is  justified 
in  wresting  everything  possible  from  capital.  Where  such  atti- 
tudes have  been  assumed,  a  gulf  has  opened  between  capital  and 
labor  which  has  continually  widened.  Thus  the  two  forces  have 
come  to  work  against  each  other,  each  seeking  solely  to  promote 
its  own  selfish  ends.  As  a  consequence  have  come  all  too  frequently 
the  strike,  the  lockout  and  other  incidents  of  industrial  warfare. 

Then,  too,  as  industry  has  become  increasingly  specialized,  the 
workman  of  today,  instead  of  following  the  product  through 
from  start  to  finish  and  being  stimulated  by  the  feeling  tliat  he 
is  the  sole  creator  of  a  useful  article  as  was  more  or  less  the  case 
in  early  days,  now  devotes  his  energies  for  the  most  part  to  count- 
less repetitions  of  a  single  act  or  process,  which  is  but  one  of 
periiaps  a  hundred  operations  necessary  to  transform  the  raw 
material  into  the  finished  product.  The  worker  loses  sight  of 
the  significance  of  the  part  he  plays  in  industry  and  feels  himself 
to  be  merely  one  of  many  cogs  in  a  wheel.     All  the  more,  there- 


m  luDV&rmf  171 

ioM,  if  it  neoeiHury  that  he  ihould  Imwe  caniMci  with  bmo  €•• 
gftged  m  other  prooeaaee  end  fulfilling  other  fimrtiont  b  indiailfy, 
that  he  may  aiill  realiae  he  ia  a  part,  and  a  nnnfMaij  thoi^  it 
may  be  inooospieiiouB  |Murt»  of  a  great  entopriae. 

In  modem  warfare,  thoee  who  man  the  large  gam  tad  tke 
range  not  by  training  the  gun  on  the  object  which  they  ave  aadfc- 
ing  to  reach,  but  in  obedience  to  a  mechanical  fonnula  wUdi  b 
worked  out  for  them.  StatkMied  behind  a  hill  ornioimd«  tbey 
aektam  aee  the  object  at  which  their  deadly  fire  is  directed  Otte 
can  readily  imagine  the  aenae  of  detachment  and  ineffecttveneM 
wfaidi  must  come  ovei*  thoae  men.  But  when  the  atrplaoe, 
circling  overhead,  gets  into  communication  with  the  gaauBt 
beneath  and  describes  the  thing  to  be  accomplished  and  the 
-  effectiveness  of  the  shot,  a  new  meaning  comes  into  his  life.  In 
a  second  be  has  become  a  part  of  the  great  struggle.  He  knows 
that  his  efforts  are  counting,  that  he  is  helping  to  bring  snrrf 
to  his  comrades.  There  comes  to  him  a  new  enthusiasm  and 
interest  in  his  work. 

The  sense  of  iBolation  and  detachment  from  the  accomplish- 
ments of  industry  which  too  often  comes  to  the  workers  of  today 
can  be  overcome  only  by  contact  with  the  other  contributing 
parties.  Where  such  contact  is  not  possible  directly,  it  must  be 
brought  about  indirectly  through  representation.  In  this  way 
only  can  common  purpose  be  kept  alive,  individual  iatoesta 
safeguarded  and  the  general  welfare  promoted.  The  mOptnAm 
in  war  service  of  labor,  capital,  management  and  govcmmcat  has 
afforded  a  striking  and  most  gratifying  illustration  of  this  truth. 

The  basic  principles  governing  the  relations  between  the  partka 
to  industry  axe  as  applicable  in  the  successful  oonduet  of  indiiilry 
today  as  in  earlier  times.  The  question  which  now  confronts  the 
student  of  industrial  problems  is  how  to  reSstablish  petaoaal 
relations  and  cooperation  in  spite  of  dianged  conditiooa.  The 
answer  is  not  doubtful  or  questionable,  but  absolutely  dear  aad 
unmistakable.  It  is,  through  adequate  representatkio  of  the 
four  (>arties,  in  the  councils  of  industry. 

Various  methods  of  representation  have  been  developed,  een- 
spicuous  among  which  are  thoae  of  labor  unions  and  employers* 
associations.  As  regards  the  organisation  of  labor,  it  ia  jnsl  aa 
proper  and  advantageous  for  labor  to  associate  itaelt  into 
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iied  gioupt,  for  the  advancement  of  iU  legitimate  interests  as 
for  capital  to  combine  for  tlie  same  objects.  Such  associations  of 
labor  manifest  themselves  in  collective  bargaining,  in  an  effort 
to  secure  better  working  and  living  conditions,  in  providing 
machinery  whereby  grievances  may  easily  and  without  prejudice 
to  the  indindual  l>e  taken  up  with  the  management.  Sometimes 
they  provide  benefit  features,  sometimes  they  seek  to  increase 
wages,  but  whatever  their  specific  purpose, — so  long  as  it  is  to 
promote  the  well-being  of  the  employes,  having  always  due  re- 
gard for  tlie  just  interests  of  the  employer  and  the  public,  leaving 
every  worker  free  to  associate  himself  witli  such  groups  or  to 
woric  independently,  as  he  may  choose, — they  are  to  be  en- 
couraged. 

But  organization  is  not  without  its  dangers.  Organized  capi- 
tal sometimes  conducts  itself  in  an  unworthy  manner,  contrary 
to  law  and  in  disregard  of  the  interest  both  of  labor  and  the 
public.  Such  organizations  cannot  be  too  strongly  condemned  or 
too  vigorously  dealt  with.  Although  they  are  the  exception, 
such  publicity  is  generally  given  to  their  unsocial  acts  that  all 
organizations  of  capital,  however  rightly  managed  or  broadly 
lK»neficent,  are  thereby  brought  under  suspicion. 

Likewise  it  sometimes  happens  that  organizations  of  labor  are 
conducted  without  just  regard  for  the  rights  of  the  employer  or 
of  the  public;  methods  and  practices  are  adopted  which,  because 
unworthy  or  unlawful,  are  deserving  of  public  censure.  Such 
organizations  of  labor  bring  discredit  and  suspicion  upon  other 
organizations  which  are  legitimate  and  useful,  just  as  is  tlie  case 
with  ijni)roper  organizations  of  capital,  and  they  should  be  simi- 
larly dealt  with. 

We  ought  not,  however,  to  allow  the  occasional  failure  in  the 
working  of  the  principle  of  the  organization  of  labor  to  prejudice 
us  against  the  principle  itself,  for  the  principle  is  fundamentally 
sound.  In  the  further  development  of  the  organizations  of  labor 
and  of  large  business,  the  public  interest  as  well  as  the  interest  of 
labor  and  of  capital  will  be  furthest  advanced  by  whatever 
stimulates  every  man  to  do  the  best  work  of  which  he  is  capable; 
by  a  fuller  recognition  of  the  common  interests  of  employers  and 
employed;  and  by  an  earnest  effort  to  dispel  distrust  and  hatred 
and  to  promote  good-will. 
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Labor  unioiis  have  tecured  for  labor  in  goBOTal  many  advaa* 
tagea  in  hours,  wagei  and  standards  of  working  eonditlQas.  A 
large  proportion  of  the  woricers  of  the  eoitntry, 
outside  of  these  organisations,  and  unless  otherwise 
are  not  in  a  position  to  bargain  collectively.  Therefore,  rrpny 
.*H*ntation  of  labor  to  be  adequate  munt  be  more  fnin|mlMSisin 
and  all  inclusive  than  anjrthing  thus  far  attained. 

Represoitatioo  on  the  employers'  side  has  bean  de^etopeJ 
through  the  establishment  of  trade  associations,  the  purpose  of 
which  is  to  discuss  matters  of  common  interest  and  to  act  in  ao 
far  as  is  legally  pcrniisBiMe  and  to  the  eomnnon  advaataffe  aioof 
lines  that  are  generally  similar.  But  here  also  representation  is 
uate.  Many  employers  do  not  belong  to  empioycfi' 
tions. 

<  the  United  States  went  into  the  war,  the  representation 
of  both  labor  and  capital  in  common  councils  has  been 
about  throuf^h  the  War  Labor  Board,  comi>o8ed  equally  of 
from  the  ranks  of  labor  and  capital,  together  with  representatives 
of  the  public.  When  differences  have  arisen  in  industries  where 
there  wa^  no  machinery  to  deal  ^ith  such  matters,  the  War 
Labor  Board  has  stepped  in  and  made  its  findings  and  reoommen* 
dations.  In  this  way,  relatively  continuous  operation  haa  been 
made  possible  and  the  resort  to  the  strike  and  lockout  has  been 
less  frequent. 

In  England  there  have  been  made  during  the  past  year  three 
important  government  investigations  and  reports  looking  toward 
a  more  complete  program  of  representation  and  codperation  on 
the  part  of  labor  and  capital.  Tlie  first  is  commonly  known  as 
tJie  Whitley  Report,  made  by  the  Reoonstruction  C'onunitter. 
now  the  Ministry  of  Reconstruction,  through  a  Sub-Committee 
on  Relations  between  Employers  and  Employed,  of  which  the 
Rt.  Hon.  J.  H.  \Miitley.  M.P..  was  chairman. 

To  a  single  oulstamlinff  feature  the  Whitley  Report  owes  iU 
distinction.  It  applies  to  the  whole  of  industry  the  jirinciplr  of 
rt»pn\sent»tive  government.  In  brief,  its  recmnmendatioos  aie 
that,  in  tJie  various  industries  and  trades,  there  shcmld  be  fomwd 
joint  industrial  couiieiLs,-  national,  district  and  "works."  I.*bor 
and  capital  are  to  be  equally  represented  in  eaoh  and^the 
presided  over  by  impartial  or  neutral 
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mendatioiiB  we  of  additional  interest  and  value  in  that  at  once  the 
existiiig  forms  of  organization,  both  of  labor  and  capital,  are 
availed  of  and  made  the  baais  for  the  new  cooperative  councils 
wi\h  such  additions  only  aa  may  be  necessary. 

The  national  councils  would  be  composed  of  representatives  of 
the  national  trades  unions  on  the  one  hand,  and  representatives 
of  the  national  employers*  associations  on  the  other.  District 
councfls  would  include  representatives  of  district  trades  unions 
and  employers'  associations.  In  the  works  councils  or  works 
committees,  as  they  are  commonly  called,  representatives  of  em- 
ployers and  employes  would  sit  together  in  joint  conference  and 
would  be  in  close  cottperation  with  the  national  councils.  The 
function  of  the  works  committees  is  to  establish  better  relations 
between  employers  and  employed  by  granting  to  the  latter  a 
larger  share  in  the  consideration  of  matters  with  which  they  are 
concerned. 

The  Whitley  Plan  seeks  to  unite  the  organizations  of  labor  and 
of  capital  by  a  bond  of  common  interest  in  a  common  venture;  it 
changes  at  a  single  stroke  the  attitude  of  these  powerful  aggrega- 
tions of  class  interest  from  one  of  militancy  to  one  of  social  serv- 
ice; it  establishes  a  new  relation  in  industry.  "Problems  old 
and  new,'*  says  the  report,  "will  find  their  solution  in  a  frank 
partnership  of  knowledge,  experience  and  good-will.** 

Another  investigation  and  report  was  made  by  a  commission 
on  industrial  unrest,  appointed  by  the  Prime  Minister.  Tliis 
commission  made,  among  others,  the  following  interesting  recom- 
mendations: 

1.  Thai  \ht  principle  of  the  Whitley  Report  as  regards  industrial  councils  be  adopted, 
t.  That  each  trade  should  have  a  consUtution. 

8.  That  labor  should  take  part  in  the  afTairs  of  industry  as  partners  rather  than  as 
maifkfym  in  the  narrow  sense  of  the  term. 
4.  That  doser  contact  should  be  set  up  between  employers  and  employed. 

The  third  report  was  prepared  by  the  Ministry  of  I^bor. 
This  report  deals  with  the  constitution  and  operation  of  works 
committees  in  a  number  of  industries.  It  is  a  valuable  treatise 
on  the  objects,  functions  and  methods  of  procedure  of  joint  com- 
mittees. 

These  reports,  together  with  a  report  on  reconstruction  made 
by  the  British  Labor  Party,  outlining  its  reconstruction  program — 
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a  most  coinprehflnfive  and  thoughtful  docummt — indicale  acHBe- 
ihing  of  the  extent  and  variety  of  the  study  whk*h  haa  been  ||iv«i 
to  the  great  problem  of  industrial  reoonstnictioo  in  l^gffmH  AD 
point  toward  the  neod  of  more  adequate  rcprescuUtioo  of  UImjc 
in  Uie  cx)nduct  of  industry  and  the  importanoe  of  doaer  NlatioM 
between  labor  and  capital. 

Further  light  has  been  thrown  on  the  general  qiieatiom  treated 
by  those  inquiries  in  an  able  report  made  by  the  Garton  Founda- 
tion on  **Tlie  Industrial  Situation  after  the  War."    This  lepoH 

..  .».,(iy  of  tile  more  permanent  causes  of  industrial  frictaoo  and 
<  ncy,  and  of  the  means  by  which  they  may  be  rimoipej 
or  their  action  circumscribed. 

A  nietlioil  of  representation  similar  to  that  suggested  in  the 
Whitley  Rei>ort,  though  lesi  comprehensive,  and  which  is  eoo- 
structed  from  the  bottom  up,  has  been  in  operation  for  varying 
periods  of  time  in  a  number  of  industries  in  this  country,  including 
Uie  Standard  Oil  Company  of  New  Jersey,  the  Colorado  Fuel 
&  Iron  Company,  the  Consolidation  Coal  Company  and  others. 
This  plan  of  representation  is  worthy  of  serious  consideration. 
It  begins  witii  tlie  election  of  representatives  in  a  single  plant, 
and  is  capable  of  indefinite  development  to  meet  the  complei 
needs  of  any  industry  and  of  wide  extension  to  as  to  inchide  all 
industries.  Equally  applicable  in  industries  where  union  or 
non-union  labor  or  both  are  employed,  it  seeks  to  provide  full 
and  fair  representation  to  labor,  capital  and  mmagonent,  taking 
cognizance  also  of  the  community.  Thus  far  it  has  developed  a 
spirit  of  cooperation  and  goodwill  which  commends  it  to  both 
employer  and  employe. 

The  outstanding  features  of  this  plan  of  industrial  rrpreanita- 
tion  are  as  follows: 

Representatives  chosen  by  the  empkiyes  in  proinirtion  to  their 
number,  from  their  fellow  workers  in  eadi  plant,  fonn  the  baab  of 
the  plan.  Joint  committees,  composed  of  equal  numbcts  of 
employes  or  their  representatives  and  ol  officers  ol  the  company, 
are  found  in  eadi  plant  or  district.  These  committees  deal  with 
all  matters  pertaining  to  employment,  and  working  and  U\'ing 
conditions,  including  questions  of  cooperation  and  conciliatioo, 
safety  and  accident,  sanitation,  health  and  housing, 
and  education.    Joint  conferences  of  representatives  of 
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and  offictTs  of  the  company  are  held  in  the  various  districts  sev- 
eral tunes  each  year.  There  is  also  an  annual  joint  conference,  at 
which  reports  from  all  districts  are  receiytxl  and  considered. 

Another  important  feature  of  the  plan  is  an  officer  known  us 
the  President's  Industrial  Representative,  whose  duty  it  is  to 
visit  the  plants  currently  and  confer  with  the  employes*  represen- 
tatives, as  well  as  to  be  available  always  for  conference  at  the 
request  of  the  representatives.  Thus  the  employes,  through 
their  representatives  chosen  from  among  themselves,  are  in  con- 
stant touch  and  conference  with  the  management  and  rei)resen- 
tatives  of  the  stockholders  in  regard  to  matters  pertaining  to 
their  common  interest. 

The  employes'  right  of  appeal  is  a  third  outstanding  feature  of 
the  plan.  Any  employe  with  a  grievance,  real  or  imaginary,  may 
go  with  it  at  once  to  his  representatives.  The  representatives 
not  infrequently  find  there  is  no  ground  for  the  grievance  and 
are  able  to  so  convince  the  employe.  But  if  a  grievance  doi»s 
exist,  or  dissatisfaction  on  the  part  of  the  employe  continues,  tlie 
matter  is  carried  to  the  local  boss,  foreman  or  superintendent, 
with  whom  in  the  majority  of  cases'  it  is  amicably  and  satisfac- 
torily settled.  Further  appeal  is  open  to  the  aggrieved  employe, 
either'  in  person  or  through  his  representatives,  to  the  higher 
officers  and  to  the  president.  If  satisfaction  is  not  to  be  had  from 
the  company,  the  court  of  last  appeal  may  be  the  Industrial 
Commission  of  the  State,  the  State  Labor  Board,  or  a  conmiittec  of 
arbitration. 

Experience  shows  that  the  vast  majority  of  difficulties  wliicli 
occur  in  an  industry  arise  between  the  workmen  and  the  subor- 
dinate officers  who  are  in  daily  contact  with  them.  Petty 
officials  are  sometimes  arbitrary,  and  it  is  by  their  attitude  and 
action  that  the  higher  officers  and  the  stockholders  are  judged. 
ob\iously  the  right  of  appeal  from  the  decisions  of  subordinate 
officials  is  imp>ortant,  even  if  seldom  availed  of,  because  it  tends 
of  itself  to  modify  their  attitude. 

A  further  feature  of  the  plan  is  what  may  be  termed  tlie  Kin- 
plpyes'  Bill  of  Rights.  This  covers  such  matters  as  the  right  to 
caution  and  susp^ension  before  discharge,  except  for  such  serious 
offenses  as  are  posted;  the  right  to  hold  meetings  at  appropriate 
plaoes  outside  of  working  hours;  the  right  without  discrimination 
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to  mcmbcnhip  or  non-UM*mlM*rM)ii|)  in  «ny  society,  fntrmily  or 
union;  and  the  rifclit  of  appeal. 

Where  thia  plan  has  been  in  operation  for  a  coniidcrable  kngtli 
of  tiine,  aome  of  the  reaulta  obtained  are: 

First:  Uninterrupted  operation  of  tiie  planU  and  contintioiia 
employment  of  Uie  workers,  reaultinK  in  larger  retumji  for  InAh 
capital  and  labor. 

Second:  Improved  working  and  living  conditions. 

Third:  Frequent  and  close  contact  between  employee  and  offi- 
cers. 

Fourth:  The  elimination  of  grievances  aa  diaturbing  factotm. 

Fifth:  Good-will  developed  to  a  high  degree. 

Sixtl) :  The  creation  of  a  conmiunity  spirit. 

Furthermore,  the  plan  has  proved  an  effective  means  of  en- 
listing the  interest  of  all  parties  to  industry,  of  reiiroducing  the 
contacts  of  earlier  days  between  employer  and  emplo>'e,  of  ban- 
ishing misunderstanding,  distrust  and  enmity,  and  securing 
cooperation  aiui  tlie  spirit  of  brotherhood.  Tntler  its  operation, 
tiie  participants  in  industry  are  being  convinced  of  the  soundncsaa 
of  the  proposition  tliat  they  are  fundoinen tally  fri<*n(lji  ami  not 
enemies;  tliat  their  interests  are  conmion,  not  op|)osed.  More- 
over, prosperity,  good-will  and  happiness  are  resulting.  Baaed 
as  the  ))Ian  is  ujMn  principles  of  justice  to  all,  its  aucceaa  can  be 
(*ounted  on  so  long  as  it  is  carried  out  in  a  spirit  of  sincerity 
fair  play. 

Here,  tlien,  would  seem  to  be  a  method  of  prox'iding 
tation  which  is  just,  which  is  effective,  which  is  applicable  to  all 
employes  whether  organized  or  unorganised,  to  all  employer* 
whetlier  in  associations  or  not,  whicli  does  not  compete  or  inter- 
fere with  existing  organizations  or  associations,  and  which,  while 
(levelo|>ed  in  a  single  industrial  corporation  as  a  unit,  nuy  l>e 
expanded  to  include  all  corporationa  in  the  same  iiidii5tr>'  and 
ultimately  all  industries.  Just  what  part  labor  organisations  and 
employers*  associations  can  best  take  in  such  a  plan  remains  to  be 
worked  out,  but  certain  it  is  that  some  method  should  be  devtsnl 
which  will  profit  to  the  fulleait  ejctent  by  the  expcrienre,  the 
strt^ngth  and  the  leadersliip  of  tliese  groups.  While  defects  will 
iloiibtU»ss  ap|M»ar  in  this  plan«  and  other  nu'thixU  m<jfr  succrw 
fully  acHMiniplishing  the  same  end  may  l>e  <leveK>i>ed.  at  least  it  ia 
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pro\nng  that  in  unity  there  is  strength,  and  that  a  spirit  of  co6p- 
eration  and  brotherhood  in  industry  is  not  only  idealistically  right 
but  practically  workable. 

If  the  i>oints  which  I  have  endeavored  to  make  are  sound,  might 
not  the  four  parties  to  industry  subscribe  to  an  industrial  creed 
somewhat  as  follows: 

^  1.  I  believe  that  labor  and  capital  are  partners,  not  enemies; 
that  tlieir  interests  are  common,  not  opposed;  and  that  neither 
can  attain  the  fullest  measures  of  prosperity  at  the  expense  of 
the  other,  but  only  in  association  with  the  other. 

2.  I  believe  that  the  community  is  an  essential  party  to  indus- 
try and  that  it  should  have  adequate  representation  with  the 
other  parties. 

8.  I  believe  that  the  purpose  of  industry  is  quite  as  much  to 
advance  social  well-being  as  material  prosperity;  that,  in  the  pur- 
suit of  that  purpose,  the  interests  of  the  community  should  be 
cart»fully  considered,  the  well-being  of  employes  fully  guarded, 
management  adequately  recognized  and  caj^ital  justly  compen- 
sated, and  that  failure  in  any  of  these  particulars  means  loss  to 
all  four  parties. 

4.  I  believe  that  every  man  is  entitled  to  an  opportunity  to 
earn  a  living,  to  fair  wages,  to  reasonable  hours  of  work  and 
proper  working  conditions,  to  a  decent  home,  to  the  opporunity 
to  play,  to  learn,  to  worship  and  to  love,  as  well  as  to  toil,  and  that 
the  responsibility  rests  as  heavily  upon  industry  as  upon  govern- 
ment or  society,  to  see  that  these  conditions  and  opportunities 
prevail. 

5.  I  believe  that  diligence,  initative  and  eflBciency,  wherever 
found,  should  be  encouraged  and  adequately  rewarded,  and  that 
insolence,  indifference  and  restriction  of  production  should  be 
discountenanced. 

6.  I  believe  that  the  provision  of  adequate  means  of  uncovering 
grievances  and  promptly  adjusting  them  is  of  fundamental  impor- 
tance to  the  successful  conduct  of  industry. 

7.  I  believe  that  the  most  potent  measure  in  bringing  about 
industrial  harmony  and  prosperity  is  adequate  representation  of 
the  parties  in  interest;  that  existing  forms  of  representation  should 
be  carefully  studied  and  availed  of  in  so  far  as  they  may  be  found 
to  have  merit  and  are  adaptable  to  conditions  peculiar  to  the 
various  industries. 
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8.  I  believe  that  the  moel  effective  •trucUire  of 
18  that  which  is  built  from  the  bottom  up;  which  inclucka  all  em- 
pIcQres;  which  starts  with  the  election  of  repfeeenUtivre  end  the 
formatioii  of  joint  committeee  in  each  industrial  phuit,  |iroeewh 
to  the  formation  of  joint  district  councils  and  annual  joint  con- 
ferences in  a  single  industrial  corporation,  and  admits  of  exiensioB 
to  all  corporations  in  the  same  mdustry,  as  well  as  to  all  indiis- 
tries  in  a  community,  in  a  nation,  and  in  the  various  nations. 

9.  I  believe  that  the  application  of  right  principles  never  fails 
to  effect  right  reUtions;  that  "the  letter  killoth  but  the  fpirit 
giveth  life";  that  forms  are  wholly  secondary,  whik*  attitude  and 
spirit  are  all  important  and  that  only  as  the  parties  in  indttstry 
are  animated  by  the  spirit  of  fair  pUy,  justice  to  all  and  brother- 
hood, will  any  plan  which  they  may  mutually  work  out 

10.  I  believe  that  that  man  renders  the  greatest  social 
who  so  cooperates  in  the  organization  of  industry  as  to  afford  to 
the  largest  number  of  men  the  greatest  opportunity  for  self- 
development  and  the  enjoyment  of  those  benefits  which  thetr 
united  efforts  add  to  the  wealth  of  civilization. 

In  the  days  when  kings  and  queens  reigned  over  their  subjects, 
the  gratification  of  the  desires  of  those  in  high  pkoes  was  Wfarded 
as  of  supreme  moment,  but  in  these  days  the  selfish  punuit  of 
personal  ends  at  the  expense  of  the  group  can  and  will  no  longer 
be  tolerated.  Men  are  rapidly  coming  to  see  that  human  life  is  of 
infinitely  greater  value  than  material  wealth;  that  the  health. 
happiness  and  well-being  of  the  individual,  however  humble,  b 
not  to  be  sacrificed  to  the  selfish  aggrandisement  of  the  more 
fortunate  or  more  powerful.  Modem  thought  is  placing  leas 
ciupiia^is  on  material  considerations.  It  is  recogniiing  that  the 
basis  of  national  progress,  whether  industrial  or  social,  is  the 
health,  efficiency  and  spiritual  development  of  the  people. 
Never  was  there  a  more  profound  beKef  in  human  life  than  today. 
Whether  men  work  with  bram  or  brawn,  they  are  human  beings, 
and  are  much  alike  in*  their  cravings,  their  aspiratioiis,  their 
hatreds,  and  Uioir  capacity  for  suffering  and  for  enjoyniHli. 

As  the  leaders  of  industry  face  this  period  of  reoooftmetkMi* 
what  will  he  their  attitude?  Will  it  be  that  of  thcQrtaad-pftltea. 
who  i^ore  the  extraordinary  changes  which  have  come  over  the 
face  of  the  civilised  world  and  have  taken  pUce  in  the  miDds  of 
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men;  who,  arming  themselves  to  the  teeth,  attempt  stubbornly  to 
redst  tlie  inevitable  and  invite  open  warfare  with  the  other  parties 
in  in<lu.str>';  and  who  say,  **What  has  been  and  is,  must  continue 
to  be, — with  our  backs  to  the  wall  we  will  fight  it  out  along  the 
old  lines  or  go  down  in  defeat.  '*  Those  who  take  such  an  attitude 
are  wilfully  heedless  of  the  fact  that  its  certain  outcome  will  be 
financial  loss,  general  inconvenience  and  suffering,  the  develop- 
ment of  bitterness  and  hatred,  and  in  the  end  submission  to  far 
more  drastic  and  radical  conditions  imposed  by  legislation,  if  not 
by  force,  than  could  now  be  sociably  arrived  at  through  mutual 
concession  in  a  friendly  conference. 

Or  will  their  attitude  be  one  in  which  I  myself  profoundly  be- 
lieve, which  takes  cognizance  of  the  inherent  right  and  justice  of 
the  principles  underlying  the  new  order;  which  recognizes  that 
mighty  changes  are  inevitable,  many  of  them  desirable;  and 
which  does  not  wait  imtil  forced  to  adopt  new  methods,  but  takes 
the  lead  in  calling  together  the  parties  to  industry  for  a  round- 
table  conference  to  be  held  in  a  spirit  of  justice,  fair  play  and 
brotherhood,  with  a  view  to  working  out  some  plan  of  cooperation 
which  will  insure  to  all  those  concerned  adequate  representation, 
and  afford  to  labor  an  opportunity  to  earn  a  fair  wage  under  such 
conditions  as  shall  leave  time  not  alone  for  food  and  sleep,  but 
also  for  recreation  and  the  development  of  the  higher  things  of 
life? 

Never  was  there  such  an  opportunity  as  exists  today  for  the 
industrial  leader  with  clear  vision  and  broad  sympathy,  perman- 
ently to  bridge  the  chasm  that  is  daily  gaping  wider  between  the 
parties  of  industry,  and  to  establish  a  solid  formation  for  indus- 
trial prosperity,  social  improvement  and  national  solidarity. 
Future  generations  will  rise  up  and  call  those  men  blessed  who 
have  the  courage  of  their  convictions,  a  proper  appreciation  of  the 
value  of  himian  life  as  contrasted  with  material  gain,  and  who, 
imbued  with  the  spirit  of  brotherhood,  will  lay  hold  of  the  great 
opportunity  for  leadership  which  is  open  to  them  today. 

In  conclusion  let  it  be  said  that  upon  the  heads  of  these  leaders- 
it  matters  not  to  which  of  the  four  parties  they  belong — who 
refuse  to  reorganize  their  industrial  households  in  the  light  of 
modem  spirit,  will  rest  the  responsibility  for  such  radical  and 
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drastic  measures  as  uiay  later  be  forced  upon  hdmtry  if  the 
highest  interests  of  all  are  not  shortly  conridered  and  drmit  with 
in  a  spirit  of  fairness.  Who,  I  say,  dares  to  block  thr  wheels  of 
progress  and  tu  let  pass  the  present  opportunity  of  )i<tnhi^  to 
usher  in  a  new  era  of  induntrial  peace  and  p^ospcrit> 


Labor  Standards  After  the  War 
By  Samuel  Gompers  , 

THE  affairs  of  the  whole  world  are  in  the  process  of  remaking. 
Relations  between  nation  and  nation,  and  between  the 
peoples  within  the  various  nations,  and  among  working  people 
particularly,  are  undergoing  a  new  change  and  a  new  life. 

We  are  accustomed  in  these  last  few  years  to  talk  about  recon- 
struction, the  reconstruction  of  personal,  political  and  industrial 
relations  in  the  whole  world.  There  are  peoples  who  believe  tliat 
the  form  of  reconstruction  must  be  elevation  of  the  masses  of  the 
working  people  of  the  world.  Among  those  are  the  people  who 
believe  that  the  principles  for  which  the  world  war  was  waged, 
freedom  and  justice  and  democracy,  shall  find  their  true  expres- 
sion in  every  day  life. 

On  the  other  hand,  the  old-time  masters  of  the  political  and 
industrial  world  have  not  lost  their  hope  to  maintain  their  domina- 
tion over  the  people.  They  are  the  old  Bourbons  of  the  whole 
world.  Among  them  are  some  employers  of  labor  in  the  United 
States,  particularly  the  National  Manufacturers'  Association  and 
the  association  of  employers  called  the  National  Founders*  Asso- 
ciation. William  H.  Barr,  of  Buffalo,  president  of  the  latter 
association,  obtained  a  moment's  newspaper  publicity  by  demand- 
ing at  its  annual  conference  abolition  of  the  national  eight-hour 
working  day  and  a  lowering  of  the  war-time  wage  scale  as  essen- 
tial if  American  mines  and  factories  are  to  continue  to  compete  in 
the  world  of  trade.  An  accompanying  suggestion  that  excessive 
war  prices  of  commodities  be  lowered  failed  to  appear. 

There  are  some  people  who  do  not  imderstand — there  are  some 
people  who  will  not  understand — all  that  was  meant  by  the  will- 
ingness of  the  people  of  the  democracies  to  fight  and  make  the 
sacrifioes  in  order  that  a  better  time  shall  come  to  the  workers. 
It  was  said  of  the  Bourbons  of  France  that,  having  learned  noth- 
ing, they  could  forget  nothing,  and  some  employers  of  the  United 
States,  typified  by  Mr.  Barr,  are  the  Bourbons  of  our  country. 
The  same  character  of  information  has  come  from  various  quar- 
ters, but  the  American  working  people  will  not  be  forced  back  by 
Barr,  his  association,  or  all  the  Bourbons  in  the  United  States. 

ist 
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The  time  has  come  when  the  worldng  people*  of  tiie  worid  U9 
coming  into  their  own.  They  have  new  righU  and  new  advan- 
tages, they  have  made  the  •acrifieea,  and  the>*  are  irooif  to  cqloy 
the  better  timet  for  which  the  whole  world  has  been  in  amtvUkm. 

The  American  labor  moveoient  whole-heartedly  supported  thia 
world  struggle.  The  American  Uhar  movement  went  to  the  full- 
est lengths  in  support  of  that  struggle,  and  we  knew  what  was 
involved.  The  day  of  absolutism  in  industry  is  gone,  just  as 
absolutism  in  government  has  been  destroyed. 

The  American  labor  movement  will  oodpcrate  with  all  otiicr 
agencies  to  help  in  tiiis  reconstruction  time.  Our  iiiovcoMBt  b 
not  to  destroy,  but  to  construct, — but  all  may  just  as  well  under- 
stand now  as  at  any  other  time  Umt  the  advantages  which  the 
workers  of  America  and  of  the  Allied  countrieit  have  gained,  aad 
which  we  hope  to  extend  to  the  people  e\'en  of  the  ooaqiMivd 
countries,  are  not  going  to  be  taken  away  from  us,  and  that  wr 
will  resist  to  the  uttermost  any  attempt  to  take  them  away. 

The  principal  danger  is  that  we  may  at  some  timy  in  the  futurr 
revert  to  the  old  condition^i  of  unemployment  The  continually 
increasing  cost  of  living  entails  the  necessity  of  continually  in- 
creasing wages,  but  a  surplus  in  the  labor  market  makes  it  diffi- 
cult, if  not  impossible,  for  wages  to  keep  {>ace  with  living  ooitB. 
Intermittent  employment  with  low  wages  is  one  of  the  chief 
causes  of  poverty  with  its  accompanying  misery  and  its  social 
and  personal  demoralization.  Reasonable  farsightedness  in  read- 
justment will  obviate  a  labor  surplus.  We  have  a  right  to  de- 
mand, and  we  do  demand,  that  such  reaaooable  farnghtcdneM  be 
exerdaed.  The  American  Federation  of  Labor  expects  govern- 
ments--natioiial,  state  and  local— to  adopt  every  measure  neces- 
sary to  prevent  unemployment.  During  the  mming  period  ol 
reconstruction  every  wage-earner  should  be  afforded  the  oppQ^* 
tunity  of  suitable  employment  and  an  income  and 
sufficient  to  enable  him,  without  the  lal>or  of  mother  and 
to  maintain  himself  and  family  in  health  and  comfort^  and  to 
provide  a  competence  for  old  age  witli  aiiipk*  proxnsion  for  icuea- 
tion  and  good  citizensliip.     Govcmiiicnts  should: — 

(a)  Prepare  and  inaugurate  plans  to  build  model  homes  for  the 
wage-earners; 

(b)  Establish  a  system  of  crediU  whereby  the  workeri  naj 
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borrow  money  for  a  long  term  of  years  at  a  low  rate  of  interest 
to  build  Uieir  own  homes; 

(c)  Encourage,  protect  and  extend  credit  to  voluntar>%  non- 
profitmaking  and  joint  tenancy  asscK'iations; 

(d)  Exempt  from  taxation  and  grant  other  subsidies  for  houses 
constructed  for  the  occupancy  of  their  owners; 

(c)  Relieve  municipalities  from  tlie  restrictions  preventing  them 
from  undertaking  proper  housing  plans; 

(f)  Encourage  and  support  the  erection  and  maintenance  of 
houaes  where  workers  may  find  lodging  and  nourishing  food  during 
the  periods  of  unemployment. 

Much  talk  has  been  .made  about  preparing  plans  for  the  con- 
struction of  public  buildings,  roads  and  other  public  works  in 
order  to  avoid  unemployment.  All  such  suggestions  are  good, 
in  so  far  as  these  things  are  needed,  and  no  fartlier.  There  can 
lie  no  question,  however,  of  the  urgent,  immediate  need  of  great 
numbers  of  wholesome  houses  at  reasonable  costs  for  working 
I>eople.  The  environment  offered  by  many  of  the  tenements  is 
unfit  to  surround  the  growing  children  of  a  free  republic.  The 
revolting  conditions  in  many  tenement  districts,  without  suffi- 
cient light,  air  or  play  spaces,  tend  to  produce  persons  unfit  for 
citizenship.  Squalor  and  almost  unlivable  conditions  are  still 
found  in  many  houses  of  the  workers  whose  compensation  is  in- 
adequate, where  opportunity  to  associate  with  their  fellow-work- 
men for  their  moral,  intellectual  and  industrial  improvement  is 
persistently  and  successfully  denied.  Such  housing  should  not 
be  permitted  to  exist. 

The  employment  of  public  funds  in  the  provision  of  homes  for 
workers  is  a  far  better  investment  than  large  expenditures  on 
ornamental  buildings  and  beautiful  boulevards  seldom,  if  ever, 
seen  by  the  poor.  If  large  expenditures  of  public  money  are 
needed  to  avoid  unemployment,  the  construction  of  houses  is  of 
far  greater  public  benefit,  especially  to  the  p)oor,  promoting  health, 
happiness  and  good  citizenship.  Moreover,  such  investments 
have  the  added  merit  of  returning  to  the  public  treasury  without 
loss,  and  even  with  gain. 

There  is  developing  very  rapidly  a  public  demand  that  every 
worker  shall  be  provided  with  a  decent,  sanitary  and  comfortable 
home.    The  wage-earners  of  America  are  deserving  of  this  new 
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oonoeption  of  living  and  are  cntitM  to  no  km.  Thk,  tlics,  k 
the  inspiration,  the  motive  of  one  of  the  ultimate  objccfji  of  the 
American  Federation  of  Labor. 

The  demand  of  the  wage-eamcra  is  not  only  for  sanitar)'  and 
6t  houses  to  live  in,  but  that  a  sufficient  nuiiibrr  of  housm  liyJl 
be  available  so  that  they  may  be  freed  from  the  evils  of  hijch  ivnts. 
ovcTcTOwding  and  congestion.  The  ordinary  method  of  su|»p^- 
InK  houses  through  their  erection  by  private  capital  for  inwt> 
iiuMit  and  speculation  hsji  rarely,  if  evcT,  been  adeqpiala.  Nearly 
all  of  our  workmen *ji  habitatioiLs  an*  built  on  a  qrslan  of  exploita- 
tion. Most  of  the  houses  built  for  the  wage-earners  are  faiiill  to 
Sill.  This  system  of  exploitation  does  not  permit  of  proper  bona- 
in^  facilities  and  adequate  upkeep. 

Our  |)n'M*nt  practices  and  policies  for  houiiing  the  wotfcws  art 
unjust  We  demand  that  every  wage-earner  shall  be  afforded  the 
opportunity  of  living  in  a  healtliful,  wholesome  dwelling  and 
environment  whidi  shall  tend  to  uplift  and  not  debase.  The 
>afety  of  the  republic  is  not  promoted,  nor  its  standard  of  dtiaeii- 
ahip  elevated,  by  the  streams  of  persons  reared  in  slums  and 
unsanitary  tenements. 

The  fact  Uiat  there  is  danger  of  unemployment*  a  abortage  of 
food  stuffs  and  demoralizing  congestion  of  population,  while  there 
are  hundreds  of  millions  of  acres  of  agricultural,  suburban  and 
urban  lands  lyin^  idle,  sliould  make  a  dee|M*r  impression  upon 
public  tiiought  tlian  it  has  heretofore  done.  \\v  .should  no  loniper 
hesitate*  in  forcing  unused  lands  into  use  by  exempting  all  im- 
provements from  taxation  and  by  placing;  a  tax  on  non-|«wfai^ 
tive  the  same  as  on  productive  land.  Regular  employment,  oom- 
fortahle  homes,  necessities  at  reasonable  cost  and  an  adequate 
income  are  urg^t  demands.  Reconstruction  i^-ill  fail  unless  theae 
('onditions  are  attained. 

To  attain  them  the  workers  must  be  assured  that  they  tt 
guaranteed  and  encouraged  in  the  exercise  of  their  right  to  or- 
ganixe  and  associate  with  their  fellow-workmen  in  the 
and  deal  collectively  with  employers  through  such 
of  Uieir  unions  as  they  may  choose,  for  their  im 
and  industrial  conditions  and  relations. 

Perhaps  the  following  might  l>e  regardc<i  «  «  summaiy  ol 
demands  to  be  satisficil  in  Uio  ix^nding  readjustment  of  oooditioas: 
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No  wage  reductions. 

No  lengthening  of  the  working  day. 

Opportunity  for  suitable,  regular,  remunerative  employment. 

A  workday  of  not  more  than  eight  hours;  a  work  week  of  not 
more  than  five  and  a  half  days. 

ProttTtion  for  women  and  children  from  overwork,  underpay 
and  uniiuitahle  employment. 

Incrca.s<Hl  op|x>rtunity  for  both  education  and  play  for  children. 

The  elimination  of  private  monopolies  and  protection  from  the 
extortions  of  profiteers. 

Final  disi)osition  of  the  railroads,  telegraph,  telephone  and 
cable  systems  to  be  determined  by  consideration  of  the  rights  and 
interests  of  the  whole  |>eople,  rather  than  the  special  privileges 
and  interests  of  a  few. 

Comfortable,  sanitary  homes  in  wholesome  environment,  rather 
than  elaborate  improvements  of  no  special  benefit  to  the  masses 
of  tlic  people. 

Heavier  taxation  of  idle  lands,  to  the  end  that  they  may  be  used 
for  the  public  good. 

A  government  made  more  responsive  to  the  demands  of  justice 
and  the  common  good  by  the  adoption  of  initiative  and  referen- 
dum measures. 

In  a  word,  any  and  all  measures  shall  be  taken  tending  toward 
constant  gro\\iJi  and  development  of  the  economic,  industrial, 
political,  social  and  humane  conditions  for  the  toilers,  to  make 
life  the  better  worth  living,  to  develop  all  that  is  best  in  the 
human  being  and  making  for  the  whole  i>eople  a  structure  wherein 
each  ^-ill  vie  with  the  other  in  the  establishment  of  the  highest 
and  best  concepts  and  ideals  of  the  human  family. 


Resolutions  on  Reconstruction  of  tlic  British 
Labor  Party* 

I.  The  Task  or  Social  BaoowwEPonoii 

^T^  1 1  AT.  in  the  opinion  of  Uie  conferenoe,  the  Utk  of  lockj  rr- 
^  (*on.Hlruction  to  be  organiied  and  undortAken  by  the  fovcm* 
iiirnt.  in  conjunction  with  the  local  authorities,  ou|^t  to  be 
n^Ktii'dtMl  tut  involving,  not  any  patchwork  jerrynumdcfinii  of  the 
anarchic  individualiitni  and  profiteering  of  the  conipetitiTv  cap* 
italisin  uf  pre-war  time — the  breakdown  of  which,  even  from  tlie 
iitand|>oint  of  productive  effidency,  the  war  has  to  glaringly 
revealed — but  the  gradual  building  up  of  a  new  social  order, 
based  not  on  internecine  conflict,  inequality  of  riches,  and 
dominion  over  subject  classes,  subject  races,  or  a  subjeei  aes, 
but  on  tlie  (l(*lilx*rately  planned  cooperation  in  productioii,  dis- 
tribution and  excliange,  the  systematic  approach  to  a  healthy 
equality,  the  widest  possible  participation  in  power,  both  < 


and  political,  and  the  general  consciousness  of  cooscnt  which 
characterise  a  true  democracy;  and,  further,  in  order  to  help  to 
realize  the  new  social  order  and  to  give  legislative  effect  to  the 
labor  policy  on  reconstruction,  this  conference  emphasiaea  the 
necessity  of  having  in  Parliament  and  the  country  a  vigoroua. 
courageous,  independent,  and  unfettered  political  party. 

II.  The  Need  foe  iNCRKaacD  Production 

That  the  conference  cannot  help  noticing  how  very  far  from 
efficient  the  capitalist  system  has  been  proved  to  be,  with  its 
stimulus  of  private  profit,  and  its  evil  shadow  of  wages  dri%*en 
down  by  comjK'tiUon  often  below  subaistSBce  level;  that  the 
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OQoference  recognbeB  that  it  is  vital  for  any  genuine  social  re- 
construction to  increaae  the  nation's  aggregate  annual  produc- 
tion, not  of  profit  or  dividend,  but  of  useful  commodities  and 
services;  that  tliis  increased  productivity  is  obviously  not  to  be 
sought  in  reducing  Uie  means  of  subsistence  of  the  workers, 
whether  by  hand  or  by  brain,  nor  yet  in  lengthening  their  hours 
of  work,  for  neither  "sweating"  nor  "driving"  can  hv  made  tlie 
basis  of  lasting  prosperity,  but  in  the  socialization  of  industry  in 
order  to  secure 

(•)  the  darinatioQ  of  every  kind  of  ineffidency  and  waste; 

(b)  tlw  application  both  of  more  honest  determination  to  produce  the  very  best,  and 
of  more  icienoe  and  intelligence  to  every  branch  of  tlie  nation's  work;  together  with 

(c)  an  improvement  in  social,  political,  and  industrial  organization;  and 

(d)  the  indispensable  marshaling  of  the  nation's  resources  so  that  each  need  is  met  in 
the  order  of,  and  in  proportion  to,  its  real  national  importance. 

III.  The  Maintenance  and  Protection  of  the  Standard 

OF  Life 

(1)  That  the  conference  holds  that  it  is  of  supreme  national 
importance  that  there  should  not  be  any  degradation  of  the 
standard  of  life  of  the  population;  and  it  insists  that  it  is  accord- 
ingly the  duty  of  the  government  to  see  to  it  that,  when  peace 
comes,  the  standard  rates  of  wages  in  all  trades  should,  relatively 
to  the  cost  of  living,  be  fully  maintained. 

(2)  That  it  should  be  made  clear  to  employers  that  any  attempt 
to  reduce  the  prevailing  rates  of  wages  when  peace  comes,  or  to 
take  advantage  of  the  dislocation  of  demobihzation  to  worsen 
the  conditions  of  labor,  will  certainly  lead  to  embittered  industrial 
strife,  which  will  be  in  the  highest  degree  detrimental  to  the 
aational  interests;  and  the  government  should  therefore  take  all 
possible  steps  to  avert  such  a  calamity. 

(3)  That  the  government  should  not  only,  as  the  greatest 
employer  of  labor,  set  a  good  example  in  this  respect,  but  should 
also  seek  to  influence  employers  by  proclaiming  in  advance  that 
it  will  not  attempt  to  lower  the  standard  rates  or  conditions  in 
public  employment,  by  announcing  that  it  will  insist  on  the  most 
rigorous  observance  of  the  fair  wages  clause  in  public  contracts, 
and  by  recommending  every  local  authority  to  adopt  the  same 
policy. 

(4)  That  one  of  the  most  urgent  needs  of  social  reconstruction 
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in  the  uni vernal  application  of  the  principle  of  the  proCccCfcwi  ol 
tile  Ntan<ianl  of  life,  at  prt*!tent  enit>odieiJ  in  the  factocvt,  work- 
iihopii,  merchant  jthippin^.  ininev,  railways,  shofMi,  truck,  aod  Iracfai 
botfds  actfl,  together  witii  the  corresixmclinic  provMJoiif  of  lh» 
public  healtii.  housing,  education,  and  workmen *ji  com^icimlian 
a<*ts;  tliut  these  imperfectly  drafte<l  and  pie<t*iiieal  utatulM 
adnuttedly  require  extension  and  amendment  at  many  points 
and  Hupplcmenting  by  new  leginlation  pro\nding  among  other 
industriul  refonus  for  the  general  reduction  of  the  working  «<eek 
to  forty-eight  hours,  securing  to  every  work<T.  by  hand  or  by 
brain,  at  least  the  prescrilnHi  minimum  of  healtli,  e<lucati<ici, 
leisurt\  and  subsistence;  and  that,  in  particular,  the  system  of  a 
legal  basic  wage,  intro<iuctHl  by  the  trade  boards  act,  the  miners 
(minimum  wage)  act,  and  the  wage  board  clauses  of  the  corn 
proiluction  act,  needs  to  be  extended  and  developed,  so  as  to 
ensure  to  every  worker  of  either  sex,  in  any  occupation,  in  any 
part  of  the  kingdom,  as  the  very  lowest  statutory  base  line  of 
vrncv>  (to  be  revised  with  every  substantial  rise  in  prices),  not 
m  enough  to  provide  all  the  requirements  of  a  full  develop- 
uient  of  body,  mind,  and  character,  from  which  the  nation  has  no 
right  to  exclude  any  class  or  section  whatsoever. 

IV.  The  Provision  for  the  Soldiers  and  SAnx>ns 


Thut  the  conference  realizes  tliat,  as  soon  as  peace  is 
the  position  of  the  soldier  or  sailor  will  be  one  of  great  pcrfl;  that, 
whilst  his  services  to  the  nation  ^ill  be  effusively  praised,  and 
promises  will  be  made  for  a  generous  provision  for  his  nee«U,  thrrr 
is  only  too  much  reason  to  feaAthat,  unless  a  strong  and  con- 
tinuous effort  is  made,  botli  in  Parliament  and  in  the  localitie». 
administrative  parsimony  and  red-tape  will  deprive  many  thou- 
sands of  what  is  justly  due  to  them. 

The  conference  accordingly  holds  that  it  is  imperative  that  the 
provision  to  be  made  on  demobilization  should  not  only  be  worked 
out  in  detail  immediately,  but  that  it  should  be  published  for 
gt^neral  information,  so  that  omissions  may  l>e  detected,  mistakrs 
rtt^tiiitMl,  and  overj'one  made  acquainttvl  witli  the  steps  to  be 
Iftkoii. 

The  conference*,  noting  Uie  month's  furlough,  gratmty,  free 
railway  ticket,  and  a  year's  unemplo^-ment  benefit  if  out  of 
already  promised  to  the  soldier,  urges  that 
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(a)  tbara  iboold  be  no  gap  beiwcen  the  oe«atioD  of  hii  pay  and  •eparation  allowance 
and  Uie  b^ioBlBg  of  Ua  vnploTBMot  benefit,  and 

(b)  that  tUa  mtecM  e»«ol(Ber*t  imeinployinent  benefit  given  to  all  should  be  additional 
to  uij  VMmplogrBiBt  beoefit  under  the  National  Inturance  Act,  to  which  many  men  are 
ah«a4y  antitlad  in  rMpect  of  contributions  deducted  from  their  wages; 

(c)  That  the  amouBt  of  the  unemployment  bene6t  should  not  be  the  present  8tar\'ation 
pittanoe  of  7a.  per  ireek,  but  at  leaat  approaching  to  the  combined  separation  and  rations 
aOowanoet;  and 

(d)  that,  IB  Tiew  of  the  diaage  in  the  value  of  money,  the  gratuity  (which  should  be  made 
payable  through  the  Poat  Oflioe  Savings  Bank)  ought  to  be,  for  the  private.  £20. 

The  conference  feels,  however,  that  what  the  soldiers  will  most 
seriously  look  to  is  not  the  sum  of  money  doled  out  to  them,  but 
the  provision  made  for  ensuring  them  situations  appropriate  to 
their  capacities  and  desires:  it  declares  that  this  duty  of  placing 
the  demobilized  soldier  within  reach  of  a  suitable  situation  at 
the  trade  imion  standard  rate  is  one  for  the  government  itself  to 
discharge,  without  the  intervention  of  charity  or  philanthropists. 

And  the  conference  demands  that  the  government  should  at 
once  complete  and  make  known  the  organization  projected  for 
fulfilling  this  duty,  including  appropriate  arrangements  for  en- 
abling such  of  the  men  as  wish  it  to  obtain  small  holdings,  for 
oUiers  to  get  such  training  for  new  occupations  as  they  require, 
and  for  all  to  secure  such  posts  in  productive  work  or  service  as 
they  are  capable  of  filling,  or,  in  the  alternative,  to  be  maintained 
until  such  posts  can  be  foimd. 

V.  The  Discharge  of  Civilian  War  Workers 

That  this  conference,  realizing  the  grave  industrial  conditions 
in  which  demobilization  will  ta^e  place,  demands  that  the  same 
careful  preparation  and  the  same  sort  of  provision  should  be  made 
in  advance  for  a  systematic  replacing  in  situations  and  for  ade- 
quate maintenance  until  situations  are  found,  with  regard  to  the 
three  million  civil  workers  in  war  trades,  and  male  or  female 
substitutes  for  men  now  with  the  colors,  as  for  the  five  millions 
to  be  discharged  from  the  army. 

VI.  The  Restoration  of  Trade  Union  Conditions 

(1)  That  this  conference  reminds  the  government  that  it  is 
pledged  unreservedly  and  imconditionally,  and  the  nation  with 
it,  in  the  most  solemn  manner,  to  the  restoration  after  the  war  of 


Rboonbtruction  or  tuk  British  Ijibob  Paktt       191 

all  the  riilt*s,  (*c>nditiorui,  and  custonui  that  prrvmilrd  in  the  work- 
Neforethe  war;  and  to  the  abrogation,  when  praoe  oooMt*  of 
changes  introduced  not  only  in  the  national  factorial  and 
the  5,000  controlled  establishmenUi,  but  alao  in  the  Urge  number 
of  others  to  which  pro\'isionii  of  the  munitioQi  aet  hav«  ben 
applied. 

(2)  That  the  conference  places  on  record  its  confident  expecta- 
tion and  dt*8ire  that  if  any  employers  should  be  so  unscrupulous 
as  to  hesitate  to  fulfil  this  pltnlge.  the  govemtiienl  will  fw^  to  it 
that,  in  no  industry  and  in  no  dLstrict,  is  any  quibbling  evj 
pemiitte<i  of  an  obligation  in  which  the  whole  labor 
interest. 

i.>,)  In  view  of  the  unsatisfactory  rharnrter  of  iiic  proYisoos 
in  the  munitions  act  dealing  with  the  n*storation  of  trade  uidoB 
customs  after  the  war,  the  conference  calls  upon  the  government 
to  provide  adequate  statutory  machinery  for  restoration: — 


(ft)  By  wcwif  tfiat  all  provMioM  in  the  >cto  pbomm ry  to 

Unue  in  openUka  lor  «  f uD  jTMr  afltf  Uw  raatfkUve  proviaom  abiqffttiaf  tn4i 
and  givii^  mtnrftfoiit  tribaanb  diadplinnry  powcn  ovtr  w« 

(b)  By  i«novinffnDN«tiktk»s  upon  th»»  right  ofthrworkmca  to  •tflk*  far  Iht 
tion  of  the  cwatwna  which  haTe  been  abrogalad. 

(c)  By  Bmiting  ooninilaory  arfaitraCioo  atrictly  U>  iix  *•#  p«iod 
that  the  right  to  proeeaato  an  empkyer  for  a  failure  to  raaloM  trncle 
ooatinae  for  a  fuH  year  after  tht  tarminntioa  of  the  raatrietrra'poerare  hi  the  acta. 


(4)  The  conference  further  calls  upon  Parliament  to  limit  all 
restrictive  legislation  directed  against  workpeople  strictly  to  the 
war  period,  and,  subject  to  the  above  exceptions,  calls  for  Ibe 
abrogation  of  the  clauses  restrictive  of  pi*rsonal  liberty  in  the 
nnini lions  of  war  acts  and  in  the  defense  of  the  realm  acts,  imine* 
diately  upon  the  conclusion  of  hostilities. 

(5)  The  conference,  finally,  urges  that  if  it  is  ooosidered  that 
some  of  Uie  rules,  conditions,  and  customs  are,  in  the  indwlrial 
reorganization  that  is  contemplated,  inconsistent  with  the  hlgiMSt 
development  of  proiiuction,  or  injurious  to  other  sectioos  ol 
workers,  it  is  for  the  government,  as  responsible  for  the  fulfilment 
of  the  pledge,  to  submit  for  discussion  to  the  trade  unioiis  cam- 
ct^rntHl  alternative  proposals  for  securing  the  standard  wage  aad 
normal  day,  protecting  the  workers  from  uaempfcymeot,  and 
maintaining  the  position  and  dignity  of  the  crafts. 
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Vn.  The  Prevention  or  Unempix)yment 

That  the  conference  cannot  ignore  the  likelihood  that  I  he 
years  immediately  following  the  war  will  include  periods  of  grav<' 
dislocation  of  profit-making  industry,  now  in  this  trade  or  locality 
and  now  in  that,  when  many  thousands  of  willing  workers  will, 
if  matters  are  left  to  private  capitalism,  probably  be  walking  the 
streets  in  search  of  employment;  that  it  is  accordingly  the  duty 
of  the  ministry',  before  demobilization  is  actually  begun,  so  to 
arrange  the  next  ten  years'  program  of  national  and  local  govern- 
ment works  and  services — including  housing,  schools,  roads,  rail- 
ways, canals,  harbors,  afforestation,  reclamation,  etc. — as  to  be 
able  to  put  this  program  in  hand,  at  such  a  rate  and  in  such  dis- 
tricts as  any  temporary  congestion  of  the  labor  market  may  re- 
quire; that  it  is  high  time  that  the  government  laid  aside  the  pre- 
tence that  it  has  no  responsibility  for  preventing  unemployment; 
that  now  that  it  is  known  that  all  that  is  required  to  prevent  the 
occurrence  of  any  widespread  or  lasting  unemployment  is  that 
the  aggregate  total  demand  for  labor  should  be  maintained,  year 
in  and  year  out,  at  an  approximately  even  level,  and  that  this  can 
be  secured  by  nothing  more  difficult  or  more  revolutionary  than 
a  sensible  distribution  of  the  public  orders  for  works  and  services 
so  as  to  keep  always  up  to  the  prescribed  total  the  aggregate 
public  and  capitalist  demand  for  labor,  together  with  the  prohibi- 
tion of  overtime  in  excess  of  the  prescribed  normal  working  day, 
there  is  no  excuse  for  any  government  which  allows  such  a  grave 
social  calamity  as  widespread  or  lasting  unemployment  ever  to 
occur. 

Vlll.  Unemployment  Insurance 

That  to  meet  the  needs  of  individuals  temporarily  out  of  work, 
the  Labor  Party  holds  that  the  best  provision  is  the  out-of-work 
I)ay  of  a  strong  trade  union,  duly  supplemented  by  the  government 
subvention  guaranteed  by  Part  II,  of  the  insurance  act;  that  the 
government  should  at  once  restore  the  subvention  now  with- 
drawn by  one  of  the  least  excusable  of  the  war  economies;  that 
this  subvention  ought  to  be  increased  so  as  to  amount  to  at  least 
half  the  weekly  allowance;  and  that  for  the  succor  of  those  for 
whom  trade  union  organization  is  not  available  the  state  unem- 
plo^onent  benefit,  raised  to  an  adequate  sum  should  be  made 
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univenally  appiicftble  in  all  indutftrict  and  oompatioiui  wImm 
objection  is  not  taken  by  the  trade  union  eoooerned  to  tht  ooai- 
puliiory  inclusion  of  its  memben. 

IX.  Thb  Compurb  Emancipation  op  Womkn 

That  the  conference  holds  that  the  changes  in  the  pffttthm  ol 
women  during  the  war,  in  which  they  have  reode^d  such  food 
service,  and  the  importance  of  securing;  to  women  as  lo  men,  the 
fullest  possible  opportunities  for  individual  development,  inake  it 
necessary  to  pay  special  attention  in  the  reconstruction  prufcram 
to  matters  affecting  women;  and,  in.  particular,  the 
affirms — 

A.  With  Regard  to  Indtutry  on  DemobiliMoHon: — 

(1)  That  work  or  maintenance  at  fair  rates  should  be 
for  all  women  displaced  from  their  employment  to  make  way  for 
iiu'ii  returning  from  service  with  the  forces  or  other  natkmal 
work. 

(2)  That  full  inquiry  should  be  made  into  trades  and  procemrs 
prt'Nnoiisly  held  to  be  unhealtliy  or  in  any  way  unnuitablr  for 
women,  but  now  being  carried  on  by  them,  with  a  view  to  making 
recommendations  as  to  the  conditions  of  their  furtiier  employ- 
ment in  such  trades. 

(S)  That  all  women  employed  in  trades  formerly  closcti  to 
them  should  only  continue  to  be  so  employed  at  trade  union  rates 
of  wages. 

(4)  That  trade  unions  aliould  be  urged  to  accept  women  mem- 
bers in  all  trades  in  which  they  are  employed. 

(5)  That  the  principle  of  eqtial  pay  for  similar  duties  should  be 
everywhere  adopted. 

B.  IVUh  Regard  to  Cme  RighU.^ 

(1)  That  all  legal  restrictions  on  the  entr>'  of  women  to  tha 
professions  on  the  same  conditions  as  men  nliould  be  afarqfaled. 

l2)  That  women  should  have  all  franchitem  and  be  fItfMp 
for  election  to  all  public  bodies  (including  PM-liamcnt),  on  the 
same  conditions  as  men. 

(3)  That  systematic  provision  shouM  be  made  for  the  iuilnsim 
of  women  in  committees  or  commissions,  national  or  local,  deafiBf 
with  any  subjects  that  are  not  of  csdusively  masculine  inf 
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(4)  That  the  present  unjust  provision  of  the  income  tax  law, 
under  which  the  married  woman  is  not  treated  as  an  independent 
human  being,  even  in  respect  of  her  own  property  or  earnings, 
must  be  at  once  repealed. 

X.  The  Restoration  of  Personal  Liberty 

That  this  conference  regards  as  fundamental  the  immediate 
repeal  and  abrogation,  as  soon  as  the  war  ends,  of  the  whole  sys- 
tem of  the  military  service  acts,  and  of  all  the  provisions  of  the 
defense  of  the  realm  acts  restricting  freedom  of  speech,  freedom 
of  publication,  freedom  of  the  press,  freedom  of  travel,  and  free- 
dom of  choice  of  residence  or  of  occupation. 

XI.  Political  Reforms 

That  the  conference  reaffirms  its  conviction  that  no  lasting 
settlement  of  the  question  of  political  reform  can  be  reached  with- 
out a  genuine  adoption  of 

(a)  complete  adult  suffrage,  with  not  more  than  three  months'  residential  qualification; 

(b)  abaolutdy  equal  rights  for  both  sexes; 

(c)  effective  provision  for  absent  electors  to  vote  and  the  best  practicable  arrangements 
ior  ensuring  that  every  minority  has  its  proportionate  and  no  more  than  its  proportionate 
repraseotation; 

(d)  the  same  civic  rights  for  the  soldiers  and  sailor  as  for  the  officers; 

(e)  shorter  Parliaments;  and 

(f)  the  complete  abandonment  of  any  attempt  to  control  the  people's  representatives 
bj  n  Boose  of  Lofds. 


That  the  conference  especially  protests  against  the  defects 
of  the  representation  of  the  people  act  of  last  year,  which  failed 
to  give  votes  to  women  under  thirty  years  of  age,  denied  them 
the  right  to  sit  in  Parliament,  maintained  for  both  sexes  an  un- 
necessarily long  period  of  residence  as  a  qualification  for  the  regis- 
ter, ignored  the  rights  of  the  civilian  electors  who  may  be  com- 
pulsorily  away  from  home  on  polling  day,  and  omitted  any  pro- 
vision which  would  have  prevented  the  scandal  of  large  sections 
of  the  voters  remaining  unrepresented  whilst  members  are  re- 
turned to  Parliament  by  a  minority  of  the  voting  constituency. 

It  protests,  moreover,  against  civil  servants  being  denied  the 
right,  which  has  long  been  enjoyed  by  army  and  navy  officers, 
without  at  once  resigning  their  appointments,  of  offering  them- 
selves to  the  electors  as  Parliamentary  candidates. 


REOOMimucnoN  or  tiii:  Bkitisu  Lawmi  Pabtt       IM 

This  confcrenoe  oalb  for  ilie  ftboHtioo  at  tht  lloiaie  of  LOH0 
without  replaoement  of  any  teoood  duunber.    The 
further  protests  against  the  diseiifraiichaMmaii  of 

objectors. 

XII. 


That  the  conference  unheiiitatingly  recognises  the  dafan  of  the 
}M^pl<'  of  Irehmd  to  Home  Rule,  and  to  self-detcrmiDalidQ  in  all 
exclusively  Irish  affairs;  it  protests  against  the  stnbborn 
to  a  democratic  reorganisation  of  Irish  go^'emment 
by  those  who,  alike  in  Ireland  and  Great  Britain,  are  striving  to 
'*'•  s  dominant;  and  it  demands  that  a  wide  and  geo* 
•  of  Home  Rule  shoidd  be  immediately  paned  faito 
law  and  put  in  operation. 

XIII.  Constitutional  Devolution 

That  the  conference  regards  as  extremely  grave  the  proved 
incapacity  of  the  War  Cabinet  and  the  House  of  Commons  to 
get  through  even  the  most  urgently  neede<l  work;  it 
that  some  early  devolution  froni  Wt^stminster  of  l>oth 
and  administration  is  imperatively  called  for;  it  suggests  that, 
along  \y\\h  the  grant  of  Home  Rule  to  Ireland,  there  should  be 
constituted  separate  statutor}'  legislative  assembKes  for  Scotlaiid« 
Wnhs,  and  even  England,  with  autonomous  administratioQ  in 
matters  of  local  concern;  and  that  the  Parliament  at  Westminster 
should  he  retained  in  the  form  of  a  Federal  Assembf}*  for  the 
United  Kingdom,  controlling  the  ministers  responsible  for  the 
departments  of  the  Federal  government,  who  would  form  also, 
together  with  ministers  representing  the  dominions  and  India 
^^h^^^ver  these  can  he  liroupht  in,  the  Cabinet  for  Commoo- 
^^«  tlth  affairs  for  tlie  Britannic  (  ommonwealtii  as  a  whole. 

Xr\'.    IX)CAL  GOVSRNIIENT 

That  in  order  to  avoid  the  evils  of  centralisatioQ  and  the 
drawbacks  of  bureaucracy,  the  conference  suggests  that  the  fullest 
possible  scope  should  be  given,  in  all  brandies  of  sodal  lecoo- 
struction,  to  the  democratically  elected  local  goreming  bodies; 
that  whilst  the  central  government  departments  should  mmkt 
^ith  information  and  grants  in  aid.  the  local  authorities  should 
be  given  a  free  hand  to  develop  their  own 
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the  prracribed  national  mnnniuni,  in  whatever  way  tliey  choose; 
tiuit  they  should  l>e  empowered  to  obtain  capital  from  the  govern- 
ment at  cost  price,  and  to  acquire  land  cheaply  and  expeditiously » 
for  any  of  the  functions  with  which  they  are  entrusted. 

The  conference  holds,  moreover,  that  the  municipalities  and 
county  councils  should  not  confine  themselves  to  tlie  necessarily 
costly  services  of  education,  sanitation,  and  police,  and  the  func- 
tions to  be  taken  over  from  the  boards  of  guardians,  nor  yet  rest 
content  with  acquiring  control  of  the  local  water,  gas,  electricity 
and  tramways,  but  that  they  should  greatly  extend  their  enter- 
prises in  housing  and  town  planning,  parks,  and  public  libraries, 
the  provision  of  music  and  the  organization  of  popular  recreation, 
and  also  that  they  should  be  empowered  to  undertake,  not  only 
the  retailing  of  coal,  but  also  other  services  of  common  utility, 
particularly  the  local  supply  of  milk,  where  this  is  not  already 
iully  and  satbfactorily  organized  by  a  cooi)erative  society. 

Further,  tliat  in  view  of  the  great  and  growing  importance  of 
local  government,  this  conference  thinks  it  high  time  that  the 
councilors  should  agam  be  required  to  submit  themselves  for 
election  that,  on  the  first  election,  at  any  rate,  the  whole  of  each 
council  should  vacate  their  seats  and  the  new  council  be  elected 
on  the  principle  of  proportional  representation,  and  that  in  order 
to  throw  the  position  open  to  all  persons,  rich  or  poor,  all  coun- 
cilors should  be  provided  with  payment  for  any  necessary  travel- 
ing expenses,  and  for  the  time  spent  on  the  public  service. 

XV.  Education 

That  the  conference  holds  that  the  most  important  of  all  the 
measures  of  social  reconstruction  must  be  a  genuine  nationaliza- 
tion of  education,  which  shall  get  rid  of  all  class  distinctions 
and  privileges,  and  bring  effectively  within  the  reach,  not  only 
of  every  boy  and  girl,  but  also  of  every  adult  citizen,  all  the 
training,  physical,  mental  and  moral,  literary,  technical,  and 
artistic  of  which  he  is  capable. 

That  the  conference,  whilst  appreciating  the  advances  indi- 
cated by  the  proposal  of  the  present  minister  of  education,  de- 
clares that  the  Labor  Party  cannot  be  satii^fied  with  a  system 
which  oondenms  the  great  bulk  of  the  children  to  merely  ele- 
mentary schooling  with  accommodation  and  equipment  inferior 
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to  tlmt  of  the  aeoondAr}'  tchooU,  in  cbuMtt  too  Unrr  lor  iMifwt 
iottruction,  under  teadMrt  d  wbom  at  le*at  one-third  aiv  ta* 
•ufficiently  truiiuHl;  which  denies  to  tiM  grait  najorit}'  of  th4» 
tMohera  in  the  kingdom,  whether  in  elementaiy  or  in  Mroodar>' 
flchoob  (and  notably  to  most  of  the  women),  alike  any  oppor* 
tunity  for  nll-roimd  culture,  aji  %vt*ll  lu  for  training  in  their  art, 
an  adequatt*  wage,  reaionable  prospects  of  advaocement,  and 
antable  MU|KTanimation  allowanoea;  and  which,  notwithataadiaf 
what  is  y^t  done  by  way  of  scholarships  for  exceptional  geniuses, 
•till  reserves  Uio  endowed  secondary  schools,  and  even  more  tW 
universities,  for  ttio  most  part,  to  the  sons  and  danghten  of  a 
\t  privileged  class,  whilst  contemplating  nothing  better  than 
[aight  weeks  a  >var  continuation  schooling  up  to  18  for  90  per  cent 
[of  the  youth  of  the  nation. 

r  The  confenmce  accordingly  aslos  for  a  systematic  reorgaann- 
[tion  of  Uie  whole  educational  system,  from  the  nuTfiery  tcbool  to 
Fthe  university,  on  the  basis  of 

(s)  aocUl  eqoafity; 

(b)  the  ptoriwoD  for  oacIi  age.  for  child,  yoaUi,  and  adult,  of  the  b«t  aad  wtmH  rehad 
[«hioatioo  of  which  it  is  capable,  aod  with  due  regard  to  its  phjMoal  wdfart  aad 
[iMnt,  but  without  any  form  of  military  tnuniof ; 

(e)  the  edwratkmal  iostitutiooa,  irrespectire  of  lodal  daa  or  wuHh.  fm  be  i 
'«qpiipped.  aad  sUffed  aooording  to  their  tevefml  functioa^  up  to  the  mom  hi^  level 
elMMOtary,  tecoodary,  or  university  teaching,  with  regard  soldy  to  the  graali 
ednoational  effidency.  and  free  mainteaaaoe  of  such  a  kind  aa  to  csabis  the  chiUrHi  to 
<krive  the  full  benefit  of  the  educatkm  given;  and 

(d)  the  recognition  oflhe  tosching  prufeerion.  withont  dtoa»eHDn  ef  gm^  ••  nne  ef 
the  oMei  vnhiable  to  the  ooamantty. 


XVI.  HouaiNG 

Ihat  the  conference,  noting  the  fact  that  the  shortage  of 
habitable  cottages  in  the  United  Kingdom  now  exceeds  one  mil- 
lion, and  that  the  rent  and  mortgigas  restriction  act  is  due  to 
expire  nix  iiioiitlLs  after  peace,  regards  a  national  campaign  of 
cottage  building  at  the  public  expense*  in  town  and  country*  alike, 
as  tlie  most  urgent  of  social  requirementj. 

That  the  attention  of  the  government  be  called  to  the  Cart 
tliat,  unless  steps  are  taken  to  insist  that  the  local  authorities 
acquire  the  necessary  sites,  prepare  schemca.  plans,  and  ^ccsfi- 
cations.  and  obtain  all  n»quired  sanctions,  actually  before  the 
war  ends  there  is  verv  little  chance  of  the  half -a- mi  I  lion 
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eoitaipes  urgently  needed  in  England,  Scotland,  Ireland,  and 
Wales  during  tlie  very  first  year  of  demobilization  being  ready 
for  occupation  within  that  time. 

That  it  is  essential  Uiat  the  *' Million  Cottages  of  tlie  Great 
Peace/*  to  be  erected  during  the  first  two  or  three  years  after 
the  war  ends  by  the  local  authorities,  with  capital  supplied  by 
the  national  government,  free  of  interest,  and  a  grant-in-aid  in 
one  or  other  form  at  least  sufficient  to  prevent  the  schemes  in- 
volving any  charge  on  the  rates,  should  be  worthy  to  ser\'e  as 
models  to  other  builders;  and  must  accordingly  be,  not  only 
designed  with  some  regard  to  appearance,  not  identical  throughout 
the  land,  but  adapted  to  local  circumstances,  and  soundly  con- 
structed, spacious,  and  healthy;  including  four  or  five  rooms, 
larder,  scullerj^,  cupboards,  and  fitted  bath  but  also  suitably 
grouped  not  more  than  ten  or  twelve  to  the  acre;  and  provided 
with  sufiBcient  garden  ground. 

XVn.  The  Abolition  of  the  Poor  Law  and  the  Develop- 
ment OF  the  Municipal  Health  Service 

That  the  conference  notes  with  satisfaction  the  decision  of  the 
government  both  to  establish  a  Ministry  of  Health  and  to  abolish 
the  whole  system  and  organization  of  the  poor  law. 

It  regards  the  immediate  reorganization,  in  town  and  country 
alike,  of  the  public  provision  for  the  prevention  and  treatment  of 
disease,  and  the  care  of  the  orphans,  the  infirm,  the  incapacitated, 
and  the  aged  needing  institutional  care,  as  an  indispensable  basis 
of  any  sound  social  reconstruction. 

It  calls  for  the  prompt  carrying  out  of  the  government's  de- 
clared intention  of  abolishing,  not  merely  the  boards  of  guardians, 
but  also  the  hated  workhouse  and  the  poor  law  itself,  and  the 
merging  of  the  work  heretofore  done  for  the  destitute  as  paupers 
in  that  performed  by  the  directly  elected  county,  borough,  and 
district  councils  for  the  citizens  as  such,  without  either  the  stigma 
of  pauperism  or  the  hampering  limitations  of  the  poor  law  system. 

It  feels  that  only  in  connection  with  such  a  reorganization  of 
the  local  health  services — urgently  required  to  meet  the  dangers 
attendant  on  demobilization — can  a  Ministry  of  Health  be  of 
effective  advantage  to  the  nation. 
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XVm.  Tbmpbrancb  Rbvobm 
That  the  conference  records  it«  aente  of  Ike  grrmi  toctBl  eyfl 
and  national  waste  caused  by  thr  exoesiive  consumption  of 
alcoholic  liquom,  and  by  the  unfortunate  intirmperaooe  of  a 
tivdy  small  sc*ction  of  the  |)opulation;  that  the  ooilfereBee 
tlic  key  to  temperance  refonn  in  taking  the  entire  manufacture 
anti  retailing  of  alcoholic  drink  out  of  the  hand«  of  thoMe  who 
fin<i  profit  in  promoting  the  utmost  possible  consumption;  and 
the  conference  holds  that  in  conjunction  with  any  eiimiffaitioB 
of  the  private  interests  the  electors  of  each  locahtj  ihoiild  be 
enabled  to  decide,  as  they  may  see  fit: 

(a)  lo  prohibit  th«  Mb  o(  •IooIhBo  dfiok  wiUua  that  ovs 

(b)  to  reciiioe  Um  number  of  pUoM  of  laki,  umI  to  nfoUit  Um 

(c)  lo  delttBlM.  wiUiiB  tbe  hiBduBcaUl  coadJUoM  ptunrfttd  by 
ia  wbkli  tb«  piMe  plMM  of  icfradoMBt  Md  aoeial  iaterwni  is  UHlr  •«• 
be  orgsmaed  and  oontroUed. 

XIX.  Railways  and  Canals 

That  tlie  conference  insisUi  on  the  retention  in  public  hands 
of  tlie  railways  and  canals,  and  on  the  expropriation  of  the  prm- 
ent  stockholders  on  equitable  terms,  in  order  to  permit  of  the 
organization,  in  conjunction  vriih  tlie  harl>ors  and  docks,  and  thr 
posts  and  telegraphs,  of  a  united  national  public  service  of  com- 
munications and  transport,  to  be  worked,  unhampered  by  any 
private  interest  (and  i^ith  a  steadily  increasing  partidpatioQ  of 
thr  -  '7(Hi  workers  in  the  numagement,  both  central  and  local) 
<'\«  ,   for  the  common  good. 

The  conference  places  on  record  that  if  any  government  Uudl 
hv  so  misguided  as  to  propose,  when  peace  comes,  to  hand  thr 
railways  hack  to  the  shareholders,  or  should  show  itself  so  spend- 
tlirift  of  the  nation's  property  as  to  give  the  companies  any 
enlargixi  franchise  by  presenting  them  with  the  ecooomios  of 
unifi<  ation  or  the  profits  of  incrt*ase<l  railway  rates,  or  so  extrava- 
gant iis  to  bestow  public  funds  on  the  re^uipment  of  privatrly- 
ed  lines,  the  Labor  Partj'  will  offer  any  such  project  its  most 
strenuous  opj>osition. 

XX.  The  Nei*-  Elbctricitt  Surplt 
With  n  iranl  to  tlie  generatioti  of  electricity  for  thr  prx>xiM*m. 
Imtli  for  Uic  factor>-  and  the  home,  of  the  cheapest  ix^*ibU  \umrT. 
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light  and  heat,  the  conference  declares  that  the  Labor  Party 
stands  for  the  provision,  by  the  government  itself,  of  the  score  of 
gigantic  super-power  stations  by  which  the  whole  kingdom  could 
be  supplied,  and  for  the  linking  up  of  the  present  municipal  and 
joint  stock  services  for  distribution  to  factories  and  (Iwelling- 
houses  at  the  lowest  possible  rates. 

;The  conference  notifies  that  the  Labor  Party  will  offer  the 
most  strenuous  opposition  to  this  great  national  service  being 
entrusted,  on  any  terms  whatsoever,  to  private  capitalism. 

XXI.  Coal  and  Iron  Mines 

That  the  conference  urges  that  the  coal  mines,  now  under 
government  control,  should  not  be  handed  back  to  their  capitalist 
proprietors,  but  that  tlie  measure  of  nationalization,  which  be- 
came imperative  during  the  war,  should  be  completed,  at  the 
earliest  possible  moment,  by  the  expropriation  on  equitable  terms 
of  all  private  interests  in  the  extraction  and  distribution  of  the 
nation's  coal  (together  with  iron  ore  and  other  minerals). 

The  conference  asks  that  the  supply  of  tiiese  minerals  should 
henceforth  be  conducted  as  a  public  service  (with  a  steadily  in- 
creasing participation  in  the  management,  both  central  and 
local,  of  the  workers  concerned),  for  the  cheapest  and  most  regu- 
lar supply  to  industry  of  its  chief  source  of  power,  the  retail  dis- 
tribution of  household  coal,  at  a  fixed  price,  summer  and  winter 
alike,  and  identical  at  all  railway  stations  throughout  the  king- 
dom, being  undertaken  by  the  elected  innnifipal  district,  or 
county  council  for  the  common  good. 

XXII.  Life  Assurance 

That  the  conference  declares  that,  partly  as  a  means  of  affording 
increased  security  to  the  tens  of  thousands  of  policyholders  whose 
bonuses  are  imperilled  by  capital  depreciation  and  war  rLsks, 
and  partly  in  order  to  free  the  nation  from  the  burdensome  and 
costly  system  of  the  industrial  insurance  companies,  the  state 
should  take  over  (with  equitable  compensation  to  all  interests 
affected)  the  whole  function  of  life  assurance,  giving  in  place  of 
the  present  onerous  industrial  insurance  policies  a  universal 
funeral  benefit  free  of  charge;  putting  the  whole  class  of  insurance 
agents  in  the  position  of  civil  servants  administering  the  state 
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insurance  businew;  devr loping  to  ihr  uUncMt  the  bnir6c«jU  work 
of  the  fncndly  sociotics  in  in(i<*p(*ndnioe  and  lecurity.  and  oismi- 
izing,  in  conjii notion  witii  t]i(*M*  societies,  on  Uie  most  apptored 
principles,  a  safe  and  remunerative  investment  of  popular  tarmfk 

\XIII.  Agriculture  and  Rural  Iatb 

(1)  That  tiie  eonf(>rencc  regards  the  present  arrangementa 
for  tlie  production  and  distribution  of  food  in  this  country,  and 
tiie  life  to  which  many  thousands  of  country  dwellers  are  ooo* 
demned,  as  nothinj(  short  of  a  national  disgrace,  and  as  needing  to 
be  radically  altered  without  delay. 

(2)  That  it  is  essential  that  the  f;ov<*mnunt  i»hould  n^utne 
control  of  the  nation's  afn^cultural  land,  and  ensure  its  utiliiation 
not  for  rent,  not  for  game,  not  for  the  social  amenity  of  a  amaO 
s(K>ial  class,  not  even  for  obtaining  the  largest  percentage  on  tho 
capital  employe^!,  but  solely  with  a  view  to  the  pro^luction  of 
the  hirge&t  possible  proportion  of  tiie  foodstuffji  requirrd  by  the 
f>opulation  of  thbse  islands  under  conditions  allowing  of  a  good 
life  to  the  rural  population  and  at  a  price  not  exceeding  that  for 
which  foodstuffs  can  be  brought  from  other  lands. 

S)  That  this  end  can  probably  best  be  attained  by  a  combina- 
tion of 
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( b)  hbaO  *»**m"f  msde  ■tcttiiMii  to  practiad  agrieallarifU; 

(c)  municipal  cntCTpriaes  in  sfriculturr,  in  ooQJUDctkNi  witli  mvaidpal  iMlitatiuM  «f 
rarioos  kinds.  miOc  dqmU.  arwage  works,  etc.; 

(d)  fanns  let  to  cooperative  aocietiei  and  olber  teoAots,  uadrr  co^nraaats  ti^airiat  tkt 
kttd  of  cultivation  desired. 

(4)  That  under  all  sj'stems  the  agricultural  laborer  must  be 
secured  a  healthy  and  commodious  cottage,  with  sufficient  gardca 
/round,  the  opportunity  of  getting  an  accf*ssible  allotment,  and, 
when  he  so  desires,  a  small  holding,  togi*ther  with  a  wage  con* 
tinuou.sly  adequate  for  the  requirements  of  body  and  mind. 

5)  That  the  conference  suggests  that  the  distributioo  of  food- 
st\ifT-  in  the  towns — from  milk  and  meat  to  bread  and  iigtlablaf 
vhoiild,  with  equitable  compensation  for  all  interests  expro|M- 
Siivil  and  jK  r>(>ns  displacetl,  be  taken  out  of  the  hands  of  theprea- 
ent  multiplicity  of  dealers  and  shopkeepers,  and  organised  by 
consumers,  cooperative  societies,  and  the  local  aul 
in  conjunction. 
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XXIV.  Control  of  Capitalist  Industry 

That  the  conference  insists,  especially  in  view  of  the  rapid 
development  of  amalgamations  and  trusts,  on  the  necessity  of 
retaining  after  the  war,  and  of  developing  the  present  system  of 
organizing,  controlling,  and  auditing  the  processes,  profits,  and 
prices  of  capitalist  industry;  that  the  economies  of  centralized 
purchasing  of  raw  materials,  foodstuffs,  and  other  imports  must 
be  continued,  and,  therefore,  the  "rationing"  of  all  establish- 
ments under  a  collective  control;  that  the  publicity  of  processes 
thus  obtained  has  a  valuable  effect  in  bringing  inefficient  firms  up 
to  a  higher  level;  tliat  the  "costing**  of  manufacturers*  processes 
and  auditing  of  their  accounts,  so  as  to  discover  the  necessary 
cost  of  production,  together  with  the  authoritative  limitation  of 
prices  at  the  factory,  the  wholesale  warehouse  and  the  retail  shop, 
affords,  in  industries  not  nationalized,  the  only  security  against 
the  extortion  of  profiteering;  and  that  it  is  as  much  the  duty  of 
the  government  to  jwotect  the  consumer  by  limiting  prices  as  it 
is  to  protect  the  factory  operative  from  unhealthy  conditions,  or 
the  householder  from  the  burglar. 

XXV.  National  Finance 

1.  That  in  view  of  the  enormous  debts  contracted  during  the 
war,  and  of  the  necessity  to  lighten  national  financial  burdens, 
this  conference  demands  that  an  equitable  system  of  conscription 
of  accumulated  wealth  should  be  put  into  operation  forthwith, 
with  exemption  for  fortunes  below  £1,000,  and  a  graduated  scale 
of  rates  for  larger  totals,  believing  that  no  system  of  taxation  only 
of  income  or  profits  will  yield  enough  to  free  the  country  from 
oppressive  debts,  and  that  any  attempt  to  tax  food  or  the  other 
necessities  of  life  would  be  unjust  and  ruinous  to  the  masses  of  the 
people. 

2.  That  the  only  solution  of  the  difficulties  that  have  arisen  is  a 
s>'9tem  by  which  the  necessary  national  income  shall  be  derived 
maiiily  from  direct  taxation  alike  of  land  and  accumulated  wealth, 
and  of  income  and  profits,  together  with  suitable  imposts  upon 
luxuries,  and  that  the  death  duties  and  the  taxation  upon  un- 
earned incomes  should  be  substantially  increased  and  equitably 
regarded. 
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3.  That  tiie  whole  system  of  Und  Uymtioii  shoiild  be  rcrised 
so  that  by  tlie  direct  taxatkm  of  the  imeerned  mcrement  of  land 
values  effect  aliould  be  given  to  the  fact  that  the  land  of  tlie 
nation,  which  has  been  defended  by  the  livcK  and  sufferings  of  its 
people,  shall  belong  to  the  nation,  and  be  used  for  the  nation's 
benefit. 

4«  That  this  conferaioe  emphatically  protests  against  the 
subjection  of  cooperative  dividends  to  the  eioess  profits  tai  and 
against  tiie  repeated  attempts  to  bring  ro5perative  dividends 
witiiin  the  scope  of  tiie  income  tax. 

5.  That  as  during  the  war  the  government  has  had  to  come  to 
the  assistance  of  the  banking  iniititution^  of  the  countr>\  and  that 
it  has  been  found  necessary  to  pay  very  high  rates  for  the  money 
raised,  adding  considerably  to  the  annual  burden  resulting  from 
the  war,  whibt  the  banks  are  now  pursuing  a  polic>'  of  fuMO 
such  as  brings  them  near  to  the  position  of  a  monopoly,  the  Post 
Office  Savings  Bank  should  be  developed  into  a  national 
system  for  the  common  service  of  the  whole  community. 

XXVI.  Tub  Need  for  a  "Pbacb  Book" 

That  in  the  opinion  of  tliis  conference  the  problem  of  the 
and  industrial  reconstruction  of  Great  Britain  after  the  war  is  of 
such  grave  imi>ortance  and  of  such  vita!  urgenc>'.  that  it  it  im- 
perative, in  order  to  avoid  confusion  in  tlie  period  of  demobilixa- 
^  tion.  that  the  main  outlines  of  policy  in  all  brandies  should  be 
•  definitely  formulated,  upon  the  responsibility  of  the  minisUr  of 
I  reconstruction,  before  the  war  ends,  so  that  they  can  be  pub- 
I  fished  in  a  Peace  Book  for  public  criticism  before  being  finally 
^  adopted  by  the  Cabinet,  for  the  autlioriUtive  gukknee  of  aB 
ministers  and  heads  of  departments. 

XXVII.  "Labor  and  th«  New  Social  Obosr** 

That  the  draft  report  on  reconstruction,  entitled  Labor  and 
tht'  New  Social  Order,  be  revised  after  consideration  of  aU  tbr 
amendments  suggested,  and  in  accordance  witli  the  deeirioBi  of 
the  conference,  and  that  every  constituent  organisation  be  asked 
to  report  witliin  four  wedcs  how  many  copies  it  proposes  to  order 
for  distribution  to  its  branches  and  members. 
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imton  have  now  reorganised  as  the  Board  of  Research  Associates  in  American  Economic 
Hialory  and  expect  to  publish  additional  volumes  from  time  to  time. 

The  present  work  has  been  written  in  collaboration  by  six  different  authors  and  deals 
mainly  mith  the  history*  of  labor  conditions,  of  labor  philosophies,  and  of  labor  movements 
— not  primarily  yv\\\x  the  structure  or  policies  of  labor  unions,  nor  uith  the  history  of 
indi\id|ial  unions,  nor  urith  the  legislative  results  of  movements,  nor  with  current  problems; 
— the  Add  treated  is  rather  the  background  which  explains  structure,  policies,  results  and 
problems.  Professor  John  R.  Commons,  under  whose  direction  the  various  studies  were 
niade,  outlines  in  a  single  chapter  the  interaction  of  economic  and  political  conditions  with 
^  many  varieties  of  indindualistic,  socialistic,  and  protectionist  philosophies  which  have 
■mda  the  American  labor  movement  what  it  is. 

The  various  parts  and  their  authors  are  as  follows:  Colonial  and  Federal  Beginnings. 
David  J.  Saposs;  Citizenship,  Helen  L.  Sumner;  Trade  Unionism,  Edward  B.  Mittelman; 
Hmnaoitarianism,  Henry  E.  Hoa^and;  Nationalisation,  John  B.  Andrews;  Upheaval 
aad  Reorganisation.  Selig  Perlman.  The  first  four  studies  treat  of  the  labor  movement 
down  to  I860,  while  the  last  two  bring  it  down  to  the  present  time.  The  various  studies  are 
of  une^'en  merit  and  the  work  leaves  the  impression  of  the  need  of  bringing  its  various  parU 
into  a  complete  and  homogeneous  whole. 

Only  a  sin^  chapter  is  given  to  developments  since  1896  and  this  is  a  mere  sketch. 
The  bibliography  given  is  Umited  for  such  a  work  and  is  lacking  in  several  cases  where 
complrtencm  is  claimed.  The  work  likewise  leaves  no  sense  of  master}-  of  the  subject  as 
do  incii  works  as  Intbulrial  Democracy  and  the  History  cf  Trade  Vnionism  by  the  Webbs. 
In  spite  of  these  criticisma.  liowe%'er.  the  work  is  a  distinct  contribution  to  the  literature  of 
the  labor  naovement;  it  brings  together  for  the  first  time  a  vast  amotmt  of  information  in- 
%*a]uable  to  all  interested  in  soda]  de^'elopment  and  should  furnish  a  point  of  departure  and 
an  incentive  for  further  studies. 

George  M.  Jansb. 

Vmwersity  *4  SorlM  Dakota, 
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FOREWORD 

Industries  are  always  in  a  state  of  readjustment.  The  chang- 
ing ratio  in  demand  and  supply,  the  development  of  new  commodi- 
ties and  of  new  markets,  the  effects  of  a  changing  purcha,sing 
power  of  money,  progress  in  marketing  and  retailing  and  the 
opening  or  closing  of  marketing  channels; — these  and  other  forces 
in  normal  times  force  readjustments  in  and  by  industries.  The 
rapidity  of  those  adjustments  and  the  risk  involved  in  them  are 
greater  just  now,  and  hence  the  topic  is  of  peculiar  importance. 
Of  special  interest  is  the  work  of  readjustment  going  on  in  the 
United  Kingdom  as  typical  of  the  more  difficult  reconstruction 
problems  of  those  countries  longer  at  war  than  was  the  United 
States.     (Part  I.) 

For  years  many  social  and  economic  forces  have  been  at  work 
to  cause  a  readjustment  in  the  relations  between  capital  and  labor 
by  creating  new  social  standards  as  to  what  purchasing  power 
constitutes  a  fair  living  wage  and  a  fair  opportunity  for  the  expres- 
sion of  all  the  normal  human  instincts.  The  securing  of  these 
standards  involves  a  new  bargaining  relationship  between  labor 
and  capital.     (Part  11.) 

The  world  in  ideals  and  in  facilities  for  communication  is  now 
more  nearly  a  unit  than  were  the  colonies  at  the  time  of  the 
adoption  of  the  American  constitution.  In  the  days  of  the  cable 
and  the  wireless,  international  business  cooperation  becomes 
as  vital  as  was  national  business  cooperation  to  the  United 
States  but  little  over  a  century  ago.  To  meet  both  national 
and  international  needs  there  must  be  that  new  relationship 
between  governments  and  business  by  which  the  industrial  equip- 
ment can  find  its  maximum  output  at  minimum  cost.  The  spirit 
of  Anglo-Saxon  industrial  institutions  is  to  preserve  the  usefulness 
of  competition.  The  plane  on  which  competition  shall  take  place 
has  been  constantly  elevated  by  social  concepts  of  justice.  With 
the  change  in  the  plane  of  competition  has  come  a  change  in  its 
form,  and  hence  in  the  real  tests  of  what  constitutes  fair  competi- 
tion and  what  is  an  unreasonable  restraint  of  trade.  The  com- 
petitive unit  is  broadening  beyond  nations,  even  to  include  the 
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looet  of  cUmate,  the  favorable  locatjooi  of  cx»uiuiciiu»  aad  ladal 
ftandards  and  ideak.  This  readjiistmaii  in  the  t&na  mA  Md 
of  competition  is  accompanied  by  a  movanani  to  fit  form  of 
government  to  the  changea  in  industrial  functioot  by  fhriaf  lo 
administrative  bodies  wider  discretionary  powers  orcr  oonpeti- 
tkm  and  restramt  of  trade,  in  lieu  of  leaving  this  fimctioQ  to  tha 
hardened  common  and  statutory  law  as  enforced  in  the  courts. 

(hnm.) 

The  standardization  of  weights  and  measures  as  a  proequisils 
^io  the  free  flow  of  goods  between  markets  has  been  reoogniaed  as 
[to  certain  types  of  weights  and  measures.  But  in  that  dass  of 
goods  most  vital  to  human  welfare — foods — much  remains  to 
[be  done.  Internationalizing  commcroe  brings  new  needs  for 
other  standards,  such  as  standardization  of  motors  and  machine 
parts.  In  this  new  field  of  standardization  lie  the  po«aibilities  ol 
!a  free  flow  of  commodities  from  one  world  market  to  anoUMT. 
rSuch  standardization  opens  to  industries  possibilities  almost  as 
large  and  as  revolutionary  as  those  opened  up  by  machinery.  TW 
same  commercial  needs  that  placed  in  our  national  constitutioo  a 
I  provision  for  nationalizing  wei^ts  and  measures  for  mtcntate 
commerce  now  nect\s8itates  world-wide  standards  to  keep  inter- 
[national  commerce  mobile.  For  this  new  tN-pe  of  industrial 
atandardization  the  British  have  a  fairly  well  de\'eloped  program. 
yTht  American  program  is  in  the  making.     (Part  IV.) 

The  normality  of  industrial  readjustment  and  the  character 
and  rapidity  of  industrial  readjustment  depends  upon  the  indus- 
trial and  financial  outlook.  To  foresee  the  future  is  more  diflicult 
and  less  certain  than  recounting  the  past.  But  every  worker  and 
ever>'  business  man  must  be  a  prophet;  or  be  guided  by  prophsts 
For  it  is  the  business  outlook  that  shapes  the  businoss  prsiiat 
(Part  V.) 

Clyde  L.  Kwo. 
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IncluMiic:^  in  Readjustment 

By  Ernut  T.  Tuoo 
TndAmU  Phflad«lphk  Chamber  of 


nnUE  oessation  of  hostilities  in  tbe  great  European  war  found 
^  this  nation  as  unprepared  for  peace  as  it  was  for  war. 
>Vhcn  the  armistice  was  signed,  American  industry  was  rcadiiiv 
that  condition  where  production  was  beginning  to  meet  the  d^ 
mands  of  \l\v  nation  for  war  supplies.  Industry  had  respooihid 
efficiently,  promptly,  and  with  a  wonderful  spirit  ol  derotioo  to 
the  nation*8  interest,  to  the  demands  which  the  army  and  the 
navy  made  upon  it  for  war  supplies.  The  various  governmental 
agencies  established  for  Uie  purpose  of  accelerating  military  in* 
dustry  found  the  great  industrial  establishments  as  weD  as  the 
smaller  producing  units  eager  to  help,  ^i-illing  and  anxious  to  make 
all  necessary  adjustments  to  further  Uic  war  program. 

Industrial  Economt  a  War  ApjuarMEWT 

Lake  the  changes  which  the  war  brought  in  the  life  of  much  of 
the  nation's  citizenry,  the  changes  which  war  brought  to  industry 
wtTc  revolutionary.  The  adjustments  were  dictated  by  the  call  to 
produce  war  supplies  in  quantities  unheard  of  before,  to  produce 
manufactured  products  strange  and  new.  So  necessary  and  so 
insistent  was  tiie  nation's  demand,  that  every  manufacturing  plant 
in  Uie  United  States,  no  matter  what  its  product,  thou^  only  re- 
motely related  to  war  material,  had  to  heed  the  call  to  produce 
war  material  or  materials  of  public  necessity  or  go  out  of  bustneas. 

New  industrial  establishments  were  organised  and  eiisting 
plants  were  expanded.  Vast  armies  of  workers  were  recruited, 
tjiken  from  their  everyday  pursuits  into  new  and  untricxl  occupa- 
tions. Wages  were  abnormally  high  on  account  of  the  abnormal 
dnnand  for  labor.  The  entire  industrial  labor  fabric  was  changed. 
Men  whose  pre-war  occupations  had  been  unskilled  or  Msni- 
skilled  had  to  be  rapidly  trained  into  the  highest  t^-pe  of  skilled 
mechanics.  The  demand  for  labor,  together  with  the  d<snaad 
of  the  nation  for  fighting  men  made  necessary  the  placing  of 
women  in  industry  in  places  heretofore  exdusively  occupied  by 
iiu-n. 
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All  industry,  war  as  well  as  that  not  exclusively  producing  war 
materials,  had  to  adjust  its  processes  and  its  output  to  mevt  tlie 
ever  increasing  shortage  of  raw  materials  caused  by  the  extraor- 
dinary wastage  in  war  consuni])tion,  the  inability  to  import  be- 
caune  of  the  urgent  need  of  sliipping  for  the  movement  of  troops 
and  war  supplies,  and  the  general  shortage  of  available  domestic 
transportation  facilities.  To  intelligently  direct  such  adjust- 
ments, and  make  such  rules  as  would  cause  the  least  inconvenience 
to  business,  the  government  through  the  War  Industries  Board 
consulted  i^ith  the  manufacturing  establishments  concerned  and 
obtained  their  views  as  to  methods  of  economies  in  consumption 
of  raw  materials  before  establishing  regulations.  In  many  cases 
vrtiere  the  problems  were  complex,  men  standing  high  in  the  par- 
ticular industry  were  drafted  to  the  service  of  tlie  government  for 
the  purpose  of  administering  the  problems  connected  with  their 
own  business.  The  shortage  of  labor  also  compelled  many  poli- 
cies of  economy  in  manufacture. 

Interesting  as  showing  tlie  trend  of  industrial  ccoiioiny  are 
some  of  the  regulations  made  by  tJie  War  Industries  Board  which 
tended  to  conservation  of  materials  in  which  there  was  a  shortage, 
and  a  general  saving  in  manufactiu'ing  processes.  The  rule  that 
advertising  literature  should  be  largely  restricted  and  that  pub- 
lications should  be  reduced  in  size  effected  large  economies  in  the 
use  of  paper  of  which  there  was  a  very  limited  supply.  Reducing 
the  number  of  styles  of  metal  beds  and  limiting  the  amount  of 
embellishments  thereon  effected  large  economies  in  the  use  of 
steel  and  brass.  Limiting  the  number  of  styles  of  various*kinds  of 
agricultural  implements  effected  large  economies  in  use  of  metals, 
wood  and  labor  which  could  be  profitably  used  for  military  pur- 
poses. Limiting  the  number  of  package  sizes  of  goods  put  up  in 
containers  permitted  the  transfer  of  large  amounts  of  raw  mate- 
rials to  imix)rtant  military  uses. 

An  important  indirect  effect  of  the  economies  througli  the 
regulations  of  the  War  Industries  Board  was  the  resultant  saving 
in  investment  caused  by  the  carrying  of  smaller  stocks  by  tlie 
jobbers  and  the  retailers  who  were  not  comi)elled  as  heretofore  to 
carry  stocks  of  large  numbers  of  kinds  and  sizes.  The  capital  so 
released  was  largely  used  for  investment  in  the  government's  war 
securities,  and  so  became  an  effective  help  in  the  war  program. 
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TuE  Change  to  Peace  PfeoDucnoM 

Nuv4*)iilM*r  11,  1918.  foiiiid  thr  whoir  itiflufttral  war 
juMt  n'ai*iiin^  its  |M*uk-lo»il  of  productive  eflbrt.  Tlw 
i*ouiitry  wa.H  iuIjumUmI  to  its  work,  i'iiitrtm  W9t9  btiag cam 
into  figlitinK  iiu*ii,  in  large  niinilM-m;  indtuktry  was  fumtahiiic  Um 
materials  needed  (or  the  war  in  quantitim  mtidmdbarj  for  IIm 
supply  of  the  anniea  in  the  field.  The  factoriet,  the  "^m^f^m^^  of 
tlie  nation,  were  organizoti  for  tlic  ont*  big  job  moat  ofcdiydljr  aod 
moat  efficiently,  when  suddenly  caiue  the  end  of  hottilitiea.  Tho 
tremendous  wastages  of  nuiterialM  in  the  protiecution  of  the  imr 
suddenly  ceast*d,  and  tiie  nation's  industrial  fabrie  waa  eaBod 
upon  to  adjust  itsi*lf  to  a  |>eace  basis.  The  vast  industrial  r»tab- 
lishnient^  exclusively  prcMluein^  wiir  nuiterials  wrn*  faced  wtUi 
tlie  ni'cessity  of  linding  oUier  products  which  tliey  could  maan- 
facture  or  of  dismantling  the  factories.  The  change  to  peace  pffo> 
duction  had  to  be  matie  ciuickly  because  labor  had  to  be 
care  of  in  other  than  war-time  pursuits.  Every 
forbade  the  pennitting  of  unemployment.  Ecooomic 
made  it  impossible  to  immediately  reduce  the  wage  acale.  Labor 
had  adjusted  itself  to  a  high  wage  scale.  Its  living  standards  had 
been  raised,  food  and  other  supplies  were  higli.  making  impoMible  a 
reduction  in  Ubor*s  budget  Confronted  with  the  paradoK  on  thr 
one  side  of  a  large  demand  for  (*mplo>in«*nt  by  workers  which 
imder  ordinary  conditions  would  have  brought  about  a 
in  tlie  la)>or  wage  scale,  and  on  the  otiier  hand  witli  the 
of  keeping  the  scale  high  to  pre>'ent  serious  ecooomic  and  politicaJ 
disturbances,  industry  had  to  face  its  task  of  adjusting  to  peace- 
time  work. 

In  casting  about  for  markets  for  its  goods,  industry  found  IImbi 
very  nuicli  restricted  due  to  the  buying  inability  of  nations  who 
had  become  impoverished  througli  Uu-  war.  Here  aiao  industry 
must  feel  the  pressure  of  competition  from  these  aame  countrirs 
who  are  the  large  manufacturing  countries  of  Euro|ir.  This  com- 
IH'tition  will  come  not  only  in  its  own  marketn  but  also  in  the  mar- 
kets of  tlie  world.  The  European  nations  have  become  throiigh 
Uie  war  debtor  nations.  They  are  confronted  with  the  driving 
necessity  of  exchanging  raw  matcriaki  and  manufactured  products 
for  gold .     Their  soldiers  returning  from  the  war  must  be  provided 
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with  work,  and  the  starting  up  of  manufacture  on  a  huge  scale 
becomes  imperative  in  Belgium,  England,  France  and  Germany. 

It  is  now  America's  problem  to  maintain  itself  as  a  successful 
competitor  in  the  sale  of  manufactured  products  in  the  markets  of 
the  wwld,  and  to  provide  the  millions  of  war  workers  and  return- 
ing soldien  with  work.  Some  shifting  of  labor  will  have  to  be 
made.  Every  economic  consideration  forbids  the  retaining  in  the 
factories  of  workers  who  had  been  drafted  for  war  work  from  the 
farms.  These  must  be  returned  to  do  their  part  in  meeting  the 
large  shortage  in  the  world's  food  supply  caused  by  the  war. 
Large  building  projects  and  public  works  should  be  undertaken 
to  take  care  of  labor  which  cannot  be  used  on  farm  and  in  factory. 

Industry  itself  can  only  survive  the  strong  comi>etition  which 
she  is  bound  to  encounter  from  abroad  by  increased  efficiency. 
The  costs  of  manufacturing  processes  must  be  reduced  by  doing 
better,  quicker  and  cheaper  the  things  which  are  necessary  to 
produce  its  goods.  Every  economy  in  transportation,  in  making 
and  selling  goods  must  be  taken  advantage  of.  Transportation 
problems,  selling  campaigns  and  manufacturing  efficiency  must 
be  looked  at  not  from  a  selfish  and  local  angle  but  must  be  studied 
from  the  broad  vision  of  an  international  viewpoint.  Foreign 
markets  must  be  established  and  held  in  order  to  keep  the  nation's 
flag  flying  at  the  masts  of  American  owned  and  American  manned 
ships,  and  to  provide  an  outlet  for  the  surplus  products  which 
America  must  of  necessity  produce. 

Economy  a  Peace  as  Well  as  a  War  Aim 

The  mobilization  for  war  was  successful.  Why  then  should  not 
a  mobilization  for  peace  be  made  along  the  lines  which  the  war 
experience  has  taught  are  efficient?  The  war  showed  the  neces- 
sity for  the  exercise  of  every  economy,  and  this  should  be  the  aim 
in  peace  times.  Intelligent  cooperation  should  exist  among 
those  engaged  in  similar  industries  to  prevent  the  doing  of  things 
through  motives  of  competition  which  are  extravagant  and  waste- 
ful and  benefit  no  one.  The  good  work  of  the  War  Industries 
Board  which  pointed  out  the  way  for  the  elimination  of  useless 
styles  and  sizes  in  manufactured  products  should  be  perpetuated 
and  extended  to  many  industries  which  were  not  covered  during 
the  war.     Cheapening  of  transportation  should  be  effected  through 
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the  elimiiution  of  dupUcaiioQ,  and  laldllfHit  difltnbtttiQS*    b- 

ielligent  thought  should  be  given  to  the  devdopoMBt  of  fkmper 

inetliods  of  traniportAtion  by  um*  of  cool 

natural  or  artificial,  but  their  establiihiiMBt  ahoold  be 

from  the  viewpoint  of  the  nation  aa  a  whok  and  sot 

and  local  considerations.    Busineia  miiat  receive  a 

the  attention  of  the  govenunent    It  muai  be 

important  factor  in  the  well-being  of  the  nation*    But  Ihia  ia  not 

intended  to  suggest  government  control,  or 

of  any  ot  the  agencies  of  business.    Monopolies  are  not 

and  competitive  conditions  should  be  maintained^  and  the  greaUei 

care  should  be  taken  that  the  trend  is  not  toward 

Capital  and  labor  should  recognice  their  identity  in  interest, 

should  so  conduct  their  mutual  work  that  the  best  remits  may  be 

obtained  from  all  concerned.    Labor  troubles,  whether  strikce  or 

lockouts,  are  wasteful,  and  where  they  occur  reduce  the  nation's 

capacity  and  efficiency  to  successfuUy  compete  in  its  bid  for  the 

tradr  of  the  world. 

How  can  these  things  be  brought  about?  During  the  war,  in- 
dustry found  that  it  could  solve  its  new  problems  itself,  for  thr 
War  Industries  Board  was  an  agency  representing  industry  and 
its  piTsomiel  was  made  up  of  the  industrial  leaders  of  the  nation. 
Why  then  should  not  industry*  do  so  now?  Let  industrial  effort 
be  directed  by  the  cooperative  endeavor  of  men  choaen  from  its 
OMn  ranks  who  will  consider  the  problems  from  a  general  and 
national  viewpoint  Let  tliese  men  amplify  and  conttnue  the 
work  so  effectively  done  by  the  war  service  committees  of  the 
various  industries  organised  under  the  supervision  of  the  Chamhrr 
of  Commerce  of  the  United  States  of  America. 

These  organizations  should  fonn  a  point  of  contact  with  the 
various  governmental  agencies  either  remotely  or  dirrcUy  con- 
cerned with  industrial  processes.  Tbey  alioiiM  have  a 
the  laying  out  of  pUns  for  governmental  activities 
industry,  whetlier  national,  state  or  civic,  and  their 
should  be  against  the  spending  of  public  funds  for  objects  not  i^ 
garded  as  helpful  to  industry  in  a  national  sense.  Tb^  sboold 
be  in  a  position  to  suggest  that  government  aid  be  in  a  direction 
whicli  is  supplemental  to  the  work  they  themselves 
take,  and  should  insist  at  all  times  that  there  be  the 
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operation  between  the  Koveminent  and  industry,  wlietlier  affect- 
ing tJie  processes  of  transportation,  the  production  of  raw  mate- 
rials and  nmnufartured  products,  or  concerning  labor. 

The  nation \s  industries  must  realise*  tliat  successful  competition 
in  tJie  world's  markets  today  cannot  result  from  efforts  tliat  are 
indi\idualistio,  but  only  from  the  closest  hannony  and  coopera- 
tion, first  in  industry  itself  and  then  between  industry  and  the 
goviTimK'nl 
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Food  in  the  Reconstruction  Period 

By  J.  S.  CRirrt-HPicui 
Vicr-AdminUtrmtor.  United  SUlc«  Food  Adnunirtnitiuii  for 

I F  fotxl  plnycd  a  viUl  part  in  i^-inninK  the  war  it  oorupim  nla- 
*'  tivt^ly  an  even  more  important  place  in  bringiiig  aboul  Iran* 
qiiility  during  the  anni»ticv  and  in  tiie  |MTi(Ml  oC  rfCOf^tmction. 
llie  drastic  food  regulations  im|KMM*d  upon  our  couiitr>'  ibortly 
after  our  entering  Uie  war  wen*  eiieiTfully  aooepird  oo  the 
anee  of  Mr.  Hoover  and  the  IVevideut  that  the 
a  matter  of  a  military  necessity. 

The*  effectiveness  and  success  of  the  Pood  .\diiiiiiistnitioa 
largely  due  to  tlie  fact  that  it  reached  every  man,  woniaii 
child  in  tiie  nation,  as  well  as  the  men,  women  and  rhOdrai  of  the 
Allies  and  those  of  the  neutral  countries  dependent  upon  us. 
The  sttnmlation  of  industry  and  business  in  tiie  Tnitrd  States  so 
greatly  increased  tiie  purclia^sing  |X)wer  of  our  people  that  if  Ibcy 
had  l)een  so  incline<l  they  could  easily  have  consumed  and  paid 
for  a  large  |)ortion  of  the  food  that  we  escported  as  well  as  that 
which  was  use<l.  The  stabilization  of  food  prices  by  the  enfofO^ 
iiient  of  the  law  requiring  middle  men  to  sc*ll  all  fooci  produeti 
at  cost  plus  a  pre-war  profit,  without  regard  to  market  or  replace- 
ment value,  would  also  have  encouraged  an  abnormaDjr  lafpe 
consumption  were  it  not  for  the  conservation  rfgulalioiis  Tokm- 
tarily  observed  by  the  rank  and  file  of  our  p(*ople.  The  habit  of 
the  general  public  in  adapting  tiieir  diet  to  thoae  foods  which  the 
market  afforded,  as  comparetl  with  what  tiiey  <*nlinarily  «le* 
inanded,  played  a  large  part  in  bringing  about  the  dc*>in-«i  n^ultA. 

Reduced  iNcoiUDB  and  Food  Pmcbs 

111  this  period  of  reconstruction  the  a^'erage  income  of  our 
workers  is  materially  reduced  and  advantage  must  l>e  taken  of 
tiie  habits,  acquired  of  necessity  during  the  war,  of  sulM»tilutinf 
tiie  use  of  tliose  foods  whicii  are  aliiiiulant  and  relati\Tiy  chrap 
in  pricv  for  those  foodstuffs  which  uiuh-r  normal  oondilioii»  mv 
have  been  accustomed  to  demand.  In  the  exigencies  of  the  ptea- 
ent  situation  there  is  an  urgent  demand  for  statutory 
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that  \i'ill  afford  relief.  The  people  on  the  one  hand  wish  to  be 
freed  from  the  onerous  reguhitions  and  exactions  of  the  war  food 
laws  in  the  matter  of  what  they  shall  and  what  they  shall  not 
eat,  and  on  the  other  hand  be  protected  against  high  prices  and 
profiteering. 

We  are  confrontwl  with  a  condition  and  not  a  theory;  substan- 
tial relief  will  not  come  to  the  public  by  the  enacting  of  new 
laws  against  profiteering.  The  unalterable  law  of  supply  and 
demand  will  detennine  the  price  of  food.  Herbert  Hoover  did 
not,  as  some  suppose,  suspend  the  law  of  supply  and  demand. 
He  persuaded  the  public  to  stop  demanding  certain  foods  in  the 
usual  quantities,  in  consideration  of  which  he  was  able  to  furnish 
what  food  was  actually  needed  at  a  stabilized  and  comparatively 
reasonable  price. 

The  law  regulating  the  profits  of  middle  men  without  being 
accompanied  concurrently  by  a  voluntary  general  conservation 
in  the  use  of  food  on  the  part  of  the  public  would  not  tend  to 
lower  or  stabilize  the  price  to  the  consumer.  Any  profits  that 
such  a  law  would  keep  back  from  the  middle  man  would  auto- 
matically go  to  the  producer.  This  is  an  indisputable  and  well- 
established  fact,  although  diflScult  to  comprehend  on  the  part  of 
many  of  our  best  economists.  It  is  a  fact  which  must  be  recog- 
nized inmiediately  not  only  by  the  public  but  by  Congress,  if  the 
real  solution  of  the  present  difficulties  is  to  be  found  and  made 
effective. 

The  solution  of  the  prol )UMn  of  a  decreased  income  and  sustained 
high  prices  on  many  foodstuffs  is  found  in  the  general  adoption 
of  the  same  habits  of  substitution  and  conservation  in  the  use  of 
foodstuffs  as  were  practiced  of  necessity  during  the  war.  He 
that  controlleth  his  own  app<*tite  and  adapteth  his  taste  to 
what  tlie  mjirket  affords  is  greater  than  he  that  deviseth  many 
laws  against  profiteering.  In  other  words,  this  which  the  public 
is  looking  to  the  law  makers  to  supply  them  with  in  the  form  of 
protection  against  exorbitant  food  prices  lies  within  their  own 
control.  Necessity  is  the  mother  of  invention.  Misfortunes 
and  even  calamities  are  frequently  blessings  in  disguise.  It  would 
indeed  be  unfortunate  if  the  valuable  lessons  in  diet  and  in  market- 
ing, which  we  were  just  beginning  to  learn,  were  not  driven  home 
by  a  continued  application  during  this  period  of  readjustment. 

The  grossest  ignorance  exists  in  this  country  as  to  the  relative 
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values  of  our  large  variety  ol  foodstulb.  Thepe  are  tooNa  of 
different  kinds  of  foodstttA  wliich  can  be  prodooed  at  rawi  third 
to  one-half  the  oott  of  firdduetioQ  of  the  kinds  of  food  whadi  wm 
have  customarily  consumed.  TVue,  it  will  require  pcTha|» 
greater  culinary  skill  to  prrparr  thc-se  foods  aocrptably,  hut  it  k 
all  within  easy  reach  of  arcoinplishmenU  Could  the  pu)>lte  bo* 
lieve  this  possible  by  making  imhitiud  and  gencttti  tboas  simple 
conservation  measures  whidi  amounted  to  enough  durinf  the  war 
to  feed  one  hundred  and  twenty  millioos  ol  our  AIHcs  without 
creating  any  undue  hordshif)  on  our  own  people,  they  would  seek 
some  agency  that  would  din^*t  and  lead  to  such  a  novcsneBl* 

The  officials  of  the  United  SUtcs  Food  Admfadblralko  in  mm- 
nection  with  the  United  States  Department  of  Agriculture,  OSes 
of  Markets,  have  formulated  a  system  of  publicity  which  wiD  in- 
form and  educate  the  public  to  a  certain  degree,  particulaiiy  on 
perishable  foodstuffs.  Much  more  needs  to  be  done  in  the  aia^ 
ter  of  information  and  education  in  the  more  staple 
would  afford  a  splendid  activity  for  those  orgaaii 
whicli  developed  such  a  high  state  of  efficiency  in  ouutribuliug 
to  the  winning  of  the  war. 

There  is  conspicuous  absence  of  common  sense  and  reasouiug 
in  the  consideration  of  the  food  problems.  It  b  difficult,  though 
periiape  necessary,  to  make  provision  for  that  coosidefsble  por- 
tion of  our  people  who  live  one  day  at  a  time.  No 
has  been  discovered  to  assist  Uiem, — indeed  it  may  bo 
to  afford  permanent  help  to  tliase  people  who  will  nol  help 
sdves.  There  is  almost  universal  complaint  on  the  part  of  the 
consumer  because  of  the  apparent  profiteering  on  the  part  of  the 
prnHiicer,  and  a  lack  of  understanding  as  to  why  the  produoer's 
{.IK  ts  are  not  regulated.  The  average  famfly  should  not  be  so 
much  interested  in  the  cost  of  living  this  wedc  or  this  month  as 
they  are  in  the  average  cost  of  living  during  the  next  twelve 
months,  or  in  fact,  as  they  are  in  the  average  cost  of  Uviag 
the  entire  reconstruction  period  of  several  years*  duration. 


Bringinq  Down  the  Coot  or  Livnto 
Once  again  let  me  emphasise  the  indisputable  tact  that  these 
are  only  two  ways  of  bringing  down  the  cost  of  living.     Firrt,  bf 
increasing  the  supply  which  w  accoiiipli5he<l  by  |>ayiQg  the  pso* 
ducer  an  attracti\'e  price  for  his  product.     Within  a 
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time  Uiw  invariably  results  in  greatly  increased  production  (ex- 
cept for  providential  interference).  Second,  by  the  economical 
une  and  wiijc  choice  of  tiie  kinds  of  foods  consumed — in  other 
words,  the  voluntary  regulation  of  tlie  demand.  These  two 
factors,  an  increasing  supply  on  the  one  hand,  and  a  decreasing 
or  well  controlled  demand  on  the  other  hand,  will  give  an  average 
cost  of  foodstuffs  whicli  must  be  most  satisfactory  and  gratifying. 

To  expect  tlie  food  supply  and  prices  to  remain  on  an  even 
level  during  these  abnormal  reconstruction  days  when  the  whole 
world  is  looking  to  the  American  market  for  an  undue  share  of 
our  supplies,  would  be  to  expect  conditions  that  obtain  in  no 
other  department  of  life.  Hence  the  imix>rtance  of  ac(|uiring 
the  habit  of  adapting  oneself  to  the  supplies  in  the  market  and 
of  accepting  some  of  the  ups  and  downs  of  prices  in  the  cost  of 
living.  We  must  recognize  that  of  a  necessity  some  periods  of 
weeks  or  months  naturally  will  favor  the  producer.  This  will 
be  a  period  of  high  prices,  which  in  turn  will  stimulate  increased 
production.  Other  periods  of  low  prices,  of  corresponding  length, 
iivill  favor  the  consumer  and  liave  a  tendency  to  decrea.se  j)roduc- 
tion. 

The  Food  Adxuinistration  in  conjunction  witli  the  federal  and 
state  departments  have  also  formulated  and  encouraged  the  pass- 
ing of  laws  whicli  will  regulate  to  a  reasonable  degree  the  distrib- 
utors of  foodstuffs.  Among  other  things  it  is  proposed  that  many 
classes  of  middle  men  shall  be  re-Hcensed,  particularly  conunission 
merchants  and  the  packers.  The  National  League  of  Coiimiission 
Merchants  at  their  annual  convention  in  January  at  Boston 
adopted  resolutions  favoring  the  Ucensing  of  the  commission 
business  in  fruits  and  vegetables.  This  will  tend  to  eUminate  the 
tricky  and  dishonest  factors  in  the  business  which  alike  is  a  pro- 
tection to  the  public  and  to  the  legitimate  members  of  the  trade. 

In  considering  these  vital  food  matters  I  have  purposely  re- 
frained from  referring  to  the  larger  and  more  unselfish  question 
of  conservation  and  the  habits  of  eating  which  will  best  enable  us 
to  succor  a  famine-stricken  Europe.  It  is  obvious  that  what  will 
serve  our  own  economic  needs  in  the  matter  of  controlling  the 
cost  of  hving  at  home  will  most  effectually  aid  those  millions  of 
stricken  humanity  in  the  war-devastated  regions  of  Europe, 
many  millions  of  whom  it  must  be  remembered  are  suffering  terri- 
bly from  wounds  and  disease  directly  due  to  the  war. 
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VVrri  H  Uir  formation  of  the  UniUHl  SUtm  PocjiI  A.lmmuini. 
^  ^  tion.  it  was  'generally  belie\'rd  that  a  gfnrral  rcfurm  ai 
tlie  methods  of  distributing  food  would  ensue.  The  wiifa  was 
father  to  the  tiioiight.  But  the  very  things  which  the  Pood 
Administration  ha<l  to  do  made  reform  impotsible.  It  was  nooea- 
sary  to  secure  tiie  full  co5peration  of  the  wholesale  and  retail  dis- 
tributors in  every  step  undertaken;  and  that  could  not  have 
been  done  had  the  Food  Adtuinistratioii  sought  to  force  rrforms 
in  their  methods.  The  best  tlmt  could  Ik*  hoped  for  was  that 
exct^ssive  profiteering  would  be  prevented;  and  this  task  the  Pood 
Administration  accomplished  splendidly.  Even  in  the  fixing  of 
fair  prices,  however,  allowances  had  to  l>c  made  sufficteotly  broad 
to  protect  tlie  inept  and  shiftltrss  distributors,  to  as  to  kaep 
the  whole  machiner>'  in  smooth  operation  for  the  great  purpose 
in  view. 

.Viid  so  we  find  ourselves,  at  the  disiiolution  of  the  Pood  Ad- 
ministration, with  the  problems  of  distribution  just  where  they 
were  l>efore;  rather  worse,  if  anything,  because  of  the  precedents 
set  in  the  matter  of  "fair  prices'*  and  the  abandonment  of  free 
(lt»liver>'  ser>'ice.  Nevertheless  the  problem  of  Uie  ever  rising 
( ost  of  food  is  one  which  will  not  down,  and  its  solution  one  of 
Uiose  which  must  Ik*  foimd  during  tlie  jn'riod  of  rrconstruc-tioo. 
llie  world  has  a  debt  of  $^00,000,000,000  to  liquidate.  .\11  bust- 
iiess  is  sedcing  metliods  which  will  eliuiinate  waste.  And  Uhmh* 
practices  in  the  distribution  of  food  which  cost  mooe}*  j-et  makr 
no  one  a  profit  must  Im*  jjotten  rid  of.  • 

The  most  important  raw  material  whii-h  enters  into  nianufar- 
ture  is  the  food  of  the  lal>orer.  Nearly  half  of  his  wages  go  for  the 
purchase  of  food.  The  liill  for  inferior  food  aiitl  for  food  which 
costs  more  tlian  it  should  is  handed  to  the  maiiufacturrr  for  liqui- 
tiation.  The  problem  roots  too  deeply  to  be  neglected  by  our  busi- 
ness interests. 

n 
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Exnssivi:  Cost  of  Blind  Competition 

There  are  875,000  retail  grocers  in  the  United  States,  one  for 
every  898  people.  In  the  larger  cities  this  over-development  is 
fH'eater,  and  there  is  a  grocer  for  every  forty  to  fifty  families. 
These  small  groups  of  families  pay  for  the  rent,  light,  heat,  deliv- 
eiy  service,  losses  from  bad  debts, — for  all  the  usual  expenses 
of  nmning  the  business, — ^and  furnish  a  living  for  the  grocer 
and  his  family  and  a  profit  on  his  invested  capital. 

The  high  cost  of  food  is  largely  connected  with  the  smallness  of 
these  units  and  their  relatively  high  operating  expense.  Theo- 
retically, with  four  or  five  grocers  in  the  field  for  every  one  who 
could  operate  economically,  competition  should  promptly  bring 
down  prices  and  eliminate  the  unfit  units.  But  such  is  not  the 
case.  Faced  \^ith  the  choice  of  developing  a  small  business  at  a 
high  margin  of  profit — of  protecting  his  living  in  what  seems  to  be 
a  sure  way — and  the  bolder  course  of  going  after  business  by 
underselling  competitors  and  absorbing  their  trade,  the  grocer  has 
diosen  the  former  method.  In  so  doing,  he  has  been  com- 
pelled to  develop  competition  along  new  and  wholly  vicious  lines. 
This  competition  has  taken  the  form  of  "free  delivery,"  loose 
credits,  telephone  service,  soliciting  orders,  and  other  practices, 
all  of  which  add  to  the  cost  of  doing  business  and  force  an  ever- 
rising  margin  of  gross  profit  to  protect  the  business.  Until  within 
recent  years,  the  retail  grocer  met  all  his  risks,  losses  and  troubles 
by  charging  enough  to  take  care  of  all  such  items.  The  consumer 
paid  for  all  business  mistakes.  These  were  the  golden  days  of 
the  business,  largely  responsible  for  the  development  of  the  great 
excess  of  units  therein. 

But  in  the  country  districts,  the  mail  order  houses  capitalized 
the  opportunity  for  taking  away  the  grocer's  trade;  and  in  the 
cities,  the  chain  store  entered  the  field.  Both  were  highly  suc- 
cessful; and  their  success  is  growing.  Yet  neither  have  found 
even  an  approximate  solution  of  the  consumer's  problem,  the 
ways  of  business  being  those  of  unenlightened  selfishness. 

Analysis  of  Costs  of  Competition 

The  adoption  of  the  "credit"  system  has  been  an  unqualified 
curse.  The  average  grocer  has  neither  liquid  capital  enough  nor 
bank  credit  to  finance  his  buying  operations.     He  has  no  license 
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to  aMume  the  f unctioiui  of  a  free  iMmk  with  hii  entUmurt. 
the  customer — who  has  been  actively  ^fffnf>fHmjf  that  her 
be  accorded  itx  full  purchaainK  power— accepta  civdH  at  the  hamlft 
of  the  grocer,  it  is  predaely  the  same  as  if  ihe  borrowed  a  dolkr  of 
the  grocer's  worldng  capital  to  spend  in  hi»  store.  By  tUi  opm- 
tion  she  destroys  the  casli  purchasing  power  of  her  own  and  Ivr 
grocer's  dollar.     Neither  gets  action  at  th<*  riclit  time. 

It  is  not  in  the  losses  from  bad  debts*  the  lKx>kkcepiiig  coat,  the 
hilling  and  collecting  that  credit  exerciaes  its  moat  baleful  etferL 
The  grocer  with  ready  cash  can  buy,  on  an  average,  10  per  c«nt 
rlirnper  in  the  open  nuu^et  than  his  rival  who  is  in  the  limiled 
<T«'(lit  class;  and  this  opportunity  is  absolutely  destroyed  by  tlM 
cre<lit  system,  except  in  those  rare  cases  in  which  the  grocer  has 
ninple  funds  for  his  business  opportunities.  The  groosr  who 
extends  credit  not  only  becomes  a  ''credit  buyer,*'  but  a  buyer  of 
the  most  undesirable  class,  a  hand-to-mouth  buyer  who  requliea 
constant  calls  on  the  part  of  salesnum  and  collector, 
small  deliveries,  a  great  detail  of  bookkeeping  and  dose 
by  the  credit  department  of  the  idiolesaler.  He  is  the 
buyer  in  the  whole  list — and  his  customers  pay  the  Seot,  for 
the  bill  for  all  tiiis  riot  of  inefficiency  is  included  in  the 
charged  the  grocer  by  the  wholesaler. 

The  backbone  of  the  retail  grocery  business  is  the 
The  grocer  who  extends  credit  must  charge  higher  prices  than  the 
cash  grocer.  It  is  true  that  he  gets  business  by  using  credit;  but 
it  is  equally  true  that  he  gets  undesirable  bosfaMas  and  drhfca  away 
his  b^  customers.  He  trades  the  substance  for  the  shadow. 
That  credit  is  not  necessary  is  sufficiently  prown  by  the  great 
siirress  of  the  mail  order  houses,  the  diain  storra  and  the  tnde- 
p<  iident  grocers  who  have  changed  to  a  cash  basis. 

Free  delivery,"  except  in  the  case  of  those  stores  which  handle 
an  ** exclusive"  trade  and  can  therefore  duvge  Ugh  prices,  is 
witliout  any  standing  in  the  court  of  ecooconics  of  the 
tion  period.    It  is  ridden  to  death  practically  without 

The  net  profits  of  the  grocery  busbeas  are  amal.  Four  per 
« out  oil  the  total  business  is  regarded  as  a  very  aatistactofy  protft 
1 1  is  high  for  a  business  which  is  actively  seeking extewioa.  Errm 
were  it  possible  for  the  efficient  store  to  hold  its  deli\fry  cost  to 
the  S  per  cent  found  by  Har>'aid  as  "efficient"  for  delivery 
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Uiis  would  require  a  cliarge  of  (4  per  cent  plus  S  per  cent)  7  jier 
i-ent  of  the  total  business  to  cover  delivery  cost  and  net  profit,  a 
serious  and  unnecessary  handicap  for  an  actively  competitive 
business.  Were  the  expense  of  the  delivery  (a^  above)  cliarged 
against  the  goods  delivered,  a  business  in  whicli  half  of  the  goods 
were  delivered  and  half  carried  home  by  customers  would  yield 
87J  per  cent  of  its  net  profit  from  the  ** carry"  trade  and  but  12^ 
per  cent  from  the  deliver^'  trade.  In  the  average  store,  the  charg- 
ing of  "free  delivery"  cost  against  goods  delivered  invariably 
shows  that  the  delivery'  system  is  an  intolerable  burden  on  the 
profits  of  the  business;  never  a  contributor,  always  a  thief.  A 
five-cent  charge  for  delivery,  in  all  but  exceptional  cases,  becomes 
abnost  instantly,  through  its  direct  and  indirect  effects,  a  source 
of  income  and  saving  sufficient  to  make  the  deliverj^  system  self- 
sustaining,  so  that  the  goods  delivered  yield  their  just  share  of  the 
net  profits  of  the  business.  And  this  small  charge  is  not  resented 
by  the  customer  provided  a  reduction  in  price  of  some  of  the  mer- 
chandise is  made  so  as  to  refund  to  tlie  customers  the  allowance  in 
the  mark  up  to  cover  the  cost  of  the  former  free  delivery  system. 

Solicitation  of  orders,  sending  out  goods  on  inspection,  and 
other  abuses  which  have  crept  into  the  grocery  system,  all  cost 
money  and  all  make  it  necessary  for  the  retailiT  to  increase  his 
selling  price  to  cover  these  unnecessary  costs. 

The  Grocer  as  a  Free  Bank 

Commercial  agencies  tell  us  that  90  per  cent  of  our  merchants 
ovtr-buy.  But  the  very  essence  of  successful  business  is  the  run- 
ning of  it  on  minimums.  In  no  business  is  this  more  important 
than  in  the  case  of  the  retail  grocer.  And  in  no  other  business 
is  the  principle  so  completely  ignored. 

Successful  retailing  of  groceries  requires  a  speeding  up  of  the 
stocktum  or  turnover.  The  Harvard  analysis  finds  that  a  group 
of  eflBcient  grocers  made  twelve  turnovers  a  year,  once  a  month. 
But  a  turnover  to  be  a  sound  business  turnover  must  be  com- 
pk*tc.  If  the  turnover  is  monUily,  whatever  remains  on  the 
shelves  at  tlie  end  of  the  month  is  a  burden  to  the  business.  It  is 
potential  profit  in  slow  moving  or  dead  stock  which  pays  no  bills 
and  gets  the  grocer  nowhere  unless  it  be  towards  the  sheriff's 
office, 


The  true  theory  in  that  every  dolUr  tavcAlNl  b  tlie  hurfwf 
should  make  iU  share  of  the  ex|M*iiJM*  and  net  |irofii  of  thai  Uud* 
new  witiiiii  Uie  turnover  period  of  tiic  iMutmwi:  that  dolian 
which  do  are  protit  niakert  and  doUam  which  do  not  arv  prait 
taken.  What  the  businev  needi  ia  not  a  gnitfml  turnover  each 
niontli  of  an  amount  of  stock  equal  to  the  year's  avermfe  earrinl, 
but  a  particular  turnover  of  everything  within  its  proper  tttm* 
over  period.  Each  dollar  nuist  pay  its  way  and  cam  ita  4  per 
cent  or  5  per  cent  a  month  or  it  has  failed  in  its  rriations  to  the 
general  business.  In  oUut  wonU.  the  grocer  who  b  stiitii^  lor 
twelve  turnovers  a  year  and  who  buys  any  article  in 
fur  more  Uian  a  month's  supply,  is  not  acting  as  a  retail 
all;  he  has  strayed  beyond  the  realms  of  his  own  business. 

As  a  matter  of  fact,  the  grocer  too  often  buys  for  his 
his  storage,  his  pride,  his  hope — for  anything  in  the  world 
his  turnover.  And  when  he  lays  in  a  mipply  of  canned  goods,  or 
fruits,  anything  in  fact  which  reaches  beyond  the  nH|utrements  of 
his  turnover,  he  is  simply  acting  as  free  banker  for  tiie  focKl  manu- 
facturer and  Uie  wholesaler.  And  the  polic>'  of  Uie  wholesale 
business  is  to  saddle  its  customers  with  tlM*se  bunlens  which  idiould 
be  carried,  in  large  part,  by  the  borrowing  power  of  tho  foods  as 
collateral,  reinforced  by  trade  acceptances. 

The  arguments  used  by  the  wholesaler  to  shift  upon  Ibe  re- 
tailer these  burdens  which  he  should  not  sssume  are  as  old  as  Um 
hills  and  apparently  as  safe  and  trustworthy.  Indeed,  it  is  a 
curious  commentary  on  the  wholesale  buianess  tiiat  it  has  not 
worked  out  a  phm  whereby  it  can  sell  and  mn$  those  outlets  on 
which  its  own  life  depends  so  absolutely. 

The  Ills  of  CoicPBTmoN  and  E^^JG^TC!aED  CouFKiiiioit 

The  wholesaler  has  laid  unnecessary  burdens  on  the  retailer; 
his  inetlioils  of  competition  have  not  been  protective  but  destruc- 
tive.  His  i>olicy  has  been  to  deceive  rather  than  to  serve;  to  take 
all  he  can  get  and  give  as  little  as  he  must  I  ie  has  developed  his 
own  business  along  unsoimd  lines.  The  n*iiuler,  saddled  with 
burdens  from  which  he  shoukl  be  free,  not  undcfstiDdfaiC  ^ 
fundamentals  of  his  business  nor  its  legitimaie  methods  of  CnaHV, 
has  sought  to  extend  his  trade,  not  by  serving  the  best  intrrwts 
of  his  customers,  but  by  fooling  them  into  beUoviag  tiiai  he  was 
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giving  them  for  nothing  services  for  which  they  have  had  to  pay 
at  ruinous  rates.  Neither  the  wholesaler  nor  tlie  retailer  has 
sufficiently  considered  the  true  interests  of  the  consumer,  nor 
•ought  to  develop  those  services  which  ordinary  enlightened  self- 
JAtM^Mi  dictate  as  the  real  foundations  of  business.  The  whole- 
saler has  lost  sight  of  his  obligation  to  tlie  retailer;  the  retailer  has 
failed  to  appreciate  his  obligation  to  the  consumer.  Instead  of 
** giving  to  get,**  both  have  emphasized,  in  a  self-destructive  and 
unintelligent  way,  their  single  desire  and  purpose  to  "get." 

The  inefficiency  shown  in  the  average  grocery  store  is  almost 
appalling.  It  is  not  departmentalized  in  its  arrangement  of  goods ; 
it  has  no  system  to  minimize  labor  in  handling,  no  system  of  stock- 
accounting;  its  bookkeeping  is  crude  and  general  in  character, 
furnishing  at  best  general  statistical  information  where  particular 
information  is  imperatively  needed.  It  fails  to  make  use  of  those 
agencies  for  advertising,  display  and  selling  which  have  such  a 
marked  effect  in  lowering  operating  expense.  It  is  operated  on 
guess-work  from  garret  to  cellar.  The  average  grocer  cannot 
even  iqjproximate  the  cost  of  operating  the  various  parts  of  his 
business,  nor  tell  which  is  making  him  a  profit  and  which  netting 
a  ioas.  The  crying  need  of  the  business  is  a  clear-cut,  definite 
system  as  nearly  self-operating  as  it  is  humanly  possible  to  make  it. 

It  is  impossible  to  operate  the  small  grocery  units  of  today  ex- 
cept at  a  high  margin  over  actual  costs  and  a  ruinous  cost  to  the 
consumer  due  to  causes  already  discussed.  It  will  be  necessary 
to  rid  the  field  of  a  majority  of  its  present  units  if  prices  are  to 
reach  their  proper  level. 

The  cure  for  the  evils  of  blind  competition  is  enlightened  com- 
petition. The  store  which  today  is  doing  a  business  of  $20,000 
can  cut  its  operating  expense  in  half  by  trebling  its  business.  It 
can,  by  abandoning  credit  and  free  dehvery,  by  a  judicious  use  of 
its  resources  and  a  development  of  banking  credits,  and  by  a 
thorough  mastering  of  the  principles  of  its  turnover,  put  itself  into 
the  most  desirable  buying  class,  and  buy  10  per  cent  cheaper  than 
its  inefficient  rival.  It  can  develop  a  self-supporting  delivery 
system;  it  can  make  a  sane  use  of  the  telephone;  it  can  reorganize 
the  interior  system  of  doing  business;  and  it  can  compete  success- 
fully with  its  most  dangerous  rival,  the  chain  store,  in  the  matter 
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of  prioei  while  retainiiig  iU  '*iitore  pcttooAlily*'  and  giving  tlie 
women  those  •ervicc§  which  Uiey  require  and  to  wUeh  they  mm 
entitled. 

But  to  do  thiii,  the  grocer  must  wholly  ^frtntim  tJbe  cvi  pm^ 
tioes  of  the  pant  and  devote  a  part  <A  his  time  and  fanJB  powrr  to 
cootidering  the  wants  and  requirementa  of  the  ^'im^fryff  To 
develop  volume  of  business  the  grocer  mujit  develop  to  its  limit 
real  service  to  the  consumer.  And  the  first  thing  he  must  do  is 
to  get  a  grip  on  the  facts  of  the  business,  definitely  ^**tfi4im  the 
old  phm  of  guessing,  and  run  the  business  by  such  rules  as  the 
facts  indicate.  There  must  be  a  complete  cfaaoie  of  the  piteas 
charged,  not  always  down,  for  the  facts  of  the  business  wBI  wait 
indicate  a  universal  lowering  of  prices,  but  decidedly  down  on 
those  articles  the  price  of  which  is  always  highly  oompetitive. 
For  the  first  service  demanded  by  the  women  today  is  that  of 
lowering  the  cost  of  food. 

The  Eclectic  System 

It  is  probable  that  in  the  competition  of  the  future,  the  old 
doctrine  that  "honesty  is  the  best  policy**  will  find  its  way  into 
the  systems  of  the  mail  order  house  and  the  duun  store.  Cer- 
tainly it  T^ill  in  those  localities  where  the  independent  grocfr  has 
courage  and  intelligence.  In  this  event,  the  independent  grocer's 
advantage  as  a  competitor  for  business  will  be  even  greater  than 
It  Is  today.  But  there  are  lesscms  for  him  in  the  .^\*8t4-ms  of  tke 
Huiii  order  house  and  the  chain  store  which  it  is  well  to  take  to 
heart.  Both  systems  have  made  use  of  their  study  of  the  habits 
of  buyers;  both  have  avoided  business  pitfalls  which  the  average 
grocer  still  finds  in  his  path. 

The  self-serve  store,  witli  its  automatic  salesmaariup,  also 
carries  its  lessons.  While  it  is  of  limited  application,  the  prin- 
ciple of  saving  the  time  and  labor  uf  S4*lling  by  allowing  the  biqfer 
to  do  a  part,  if  not  all,  of  the  work,  i^  well  worth  iuuurpuialing  is 
most  of  the  groceries  of  today,  not  as  a  compulsory  self-senre,  but 
with  such  modifications  as  make  it  a  privilege  in5tead  of  a  burden 
to  the  women. 

Of  course  the  system  will  vary  with  the  locality  and  charscttf 
of  the  trade;  perhaps  to  a  certain  extent  wi\h  the  indix-idual 
But  the  system  which  will  survive,  which  will  absorb  the 
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of  iU  competitors  and  build  a  sound  economic  unit  from  Uie 
WTpckafpp  of  those  units  which  are  incapable  of  justification,  will 
departmentalize  the  store,  its  hookkcH^ping  and  stock-accoimtinj?; 
will  buy  for  its  turnover;  will,  in  most  cases,  furnish  a  five  cent 
delivery  system,  routed  and  sclieduled  for  a  single  delivery  a  day; 
will  pay  its  good  clerks  a  bonus  on  extra  business  and  incon- 
tinently discharge  its  inefficient  clerks;  will  extend  every  service 
and  courtesy  consistent  with  low  prices  and  reasonable  profits, 
and  avoid  whatever  tends  to  disturb  its  position  in  its  commimity 
as  the  store  which  gives  more  for  a  dollar  in  goods  and  service  than 
any  of  its  rivals. 


Kradjustnient  of  American    Indastrics   through 
the  Development  of  Foreig^n  Trade 

By  Waltkr  F.  Wtman' 
<^fuiiniuui.  Botioo  Bxpari  Roaad  TMr 

npiiK  fill  lite  uulrx  of  tlio  doiiu^tic  pronprrily  of  tin-  I  lulcii 
^  States  will  Ih*  tin*  voliniu*  of  tlie  exports  of  ill  mmnufmctiireik 
\\  itii  production  cai>acity,  fahricatiriK  skill  and  mcrduuidtfai^ 
ability  all  in  excess  of  domestic  rt^quireuients,  tlie  solution  to  the 
kindrtxl  problems  of  maintaining  domestic  pp^n*^!  stidiility  aimI 
absor})tion  of  availal)le  lalx>r  lies  in  a  oonstAnt  enlargement  of  our 
|)ort  tradings. 

Fortunately  our  fortMgn  trade — both  exports  and  imports-~<*an 

Ih*  tremendously  increased.     It  is  entirely  a  matter  of  national 

vision.     Merchandise,  transportation,  banking  facilities,  selling 

'  ility  and  sources  of  accurate  and  complete  information  on  for- 

'11  markets  arc  already  in  existence.    There  Is  no  need  for  al- 

<'my.     The  one  need  is  the  enlargement  of  national  vinon  to  in- 

ide  foreign  trade  as  a  national  necessity  and  not  as  a  national 

^'ing. 

1  .c  re  are  today  thousands  of  converts  to  our  need  of  interna- 

nal    commercial   exdiange.    The   immediate   requirement   is 

•^itive  action  and  not  academic  acquic*scence  in  tniims.    The 

ill  idea  has  not  yet  been  merchandised  to  the  manufartnrm  of 

?  he  Fnittnl  States.     Attention  has  been  attracted!  to  forrign  tradr. 

I  >«  sire  for  |K>ssession  has  been  aroused.    But  only  in  a  snail. 

niost  nrirliirible.  fMTcentage  of  cases  has  podtixT  and  prugriMivf 

'"<'!!  tnkrii  plnot». 

1       <  \iH)rt  trmle  of  the  United  States  today  is  in  the  same  posi- 

n  that  the  Panama  Canal  occupied  in  1900.    The  idea  of  an 

thmiai  Canal  had  then  attracted  a  country- wide  attention.     It* 

^ssession  was  desbed  as  a  natknial  asset.     But  ron^truriix-e 

tion  of  the  ineviiably  right  nature  had  not  resulted.    Today  W9 

iivv  unqu(*stionably  headed  in  tlie  right  dinTiion  in  our  expert 

'••ade.     We  have  advanced  further  and  more  sanely  than  the  I>e 

'  A^hic>gra{>hi<^  sketch  of  the  author  U  given  on  U.«t  pft  ol  %k» 
iiK  Editor, 
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Le88q>8  project  ever  did  at  Panama.  "We  have  made  and  are  still 
making  our  individual  and  governmental  mistakes,  inevitahlt* 
mistakfs  which  are  often  a  credit  because  they  are  mistakes  of 
the  pioneer  in  his  endeavors  to  find  new  routes  and  new^  methods. 
In  the  past  the  export  trade  of  the  United  States  has  been  con- 
ducted solely  for  private  profit.  Its  communal  and  national 
benefits  have  been  resultant  by-products  of  the  correctly  selfisli 
endeavor  of  our  exporters.  In  the  new  era  we  must,  as  a  nation, 
recognize  that  the  beneficial  by-products  of  foreign  trade  are  im- 
mensely valuable  to  the  economic  life  of  the  United  States.  W< 
must,  as  a  nation,  make  selfish  private  profits  from  overseas  sal< 
easier  to  obtain.  We  must,  as  a  nation,  recognize  the  value 
intelligent  co5perative  efforts  by  our  manufacturers  in  their  quej 
for  new  markets  beyond  our  borders. 

Necessity  for  Increasing  Foreign  Trade 
There  are  several  definite  goals  for  which  we  must  strive, 
first  is  the  abolition  of  non-employment  of  the  able.  The  secom 
is  the  conduct  of  business  at  a  profit  which  will  make  possibU 
remuneration  of  workers  in  keeping  with  the  present  and  futi 
living  cost  and  hving  standards.  The  third  is  the  complete  util^ 
ization  of  existing  production  capacity  of  plants  completed  an< 
under  construction.  The  fourth  is  the  establishment  of  saf eguar( 
which  will  make  these  three  conditions  permanent.  Seasoi 
industries  must  be  made  into  full  year  industries.  Domes! 
depressions  must  not  come  in  decade  cycles. 

A  consistently  increasing  foreign  trade  is  the  agency  throuj 
which  these  goals  can  be  reached.     Through  international  coi 
mercial  exchange  the  United  States  can  abolish  unemploymei 
of  the  able,  completely  utilize  existing  production  capacity,  ji^"^'^ 
possible  the  continuance  of  high  scale  remuneration  of  wor! 
and  automatically  ensure  permanence  of  these  admittedly  desir- 
able conditions. 

These  statements  are  mere  assertions  unless  backed  by  concrete 
illustrations.  In  the  field  of  manufactured  products  it  has  been 
carefully  estimated  that  a  twenty-five  per  cent  increase  in  gross 
sales — this  twenty-five  per  cent  to  be  in  foreign  trade — offers  a 
sufficient  factor  of  safety  against  domestic  financial  depression 
for  the  individual  enterprise.  Still  keeping  in  the  field  of  comf 
pletely  finished  merchandise,  it  has  been  estimated  that  a  twenty 
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per  cent  communal  export  tales  volume  eoiuree  the  eomnuBily 
against  trade  deprceaions.  Thit  refeft  partfeularly  to  a  **rfioe 
town'*  audi  as  Brockton,  or  a  "shirt  and  collar'*  town  aucfa  as 
Troy.  Smiilorly,  it  is  estimated  that  a  national  fareiirD  trade 
sales  volume  of  sixteen  per  cent  will  bring  into  this  country  froni 
without,  a  steady  volume  of  pnvments  whi(  h  will  almoltitrly  pr^ 
vent  a  national  depression. 

In  terms  of  unemployment  of  tli         '.  -  ♦. 

figure  is  a  national  calamity.  An  iacrtiuve  in  our  u^iMMmi  t:x^mMi 
sales  volume  of  sixteen  per  cent  will  more  than  abaorb  evco  a  tm 
per  cent  figure  of  unemployment  of  the  able.  For  increaaad  lor^ 
eign  sales  volume  neceeritates  greater  employment  not  aaif  m 
production  but  also  in  derioal  transportation,  finance,  foiwaiding, 
institutional  and  scores  of  other  broad  avenues  ol  enterprise*  It 
means,  for  examples,  long-continued  years  of  shipbuilding,  ol  a 
commercial  navy  of  men  as  well  as  tonnage,  of  vast  foreign  freigbt 
tonninals  in  every  suitable  harl>or  and  of  export  technicians  as  a 
rule  rather  than  as  a  rarity  in  business  enterprises. 

It  means  niaintenanoe  of  rt»niuneration  of  workers,  for  fc 
trade  is  conducted  at  a  profit  in  these  da>'s  of  sane 
abroad.  It  means  profits  to  divide,  because  the  added  volone 
lH>th  in  production  and  sales  can  be  handled  at  a  lessened  per  cent 
of  overhead.  It  means  maintennnee  of  remuneration  because  it 
moans  steady  emplo>'ment  without  seasonal  lay-offs.  It  means  a 
full  year's  work  at  a  full  year's  pay  as  opposed  to  alternate  periods 
of  employment  and  unemplo^Tnent.  It  means  a  balanced  bcome 
in  place  of  the  opulence  of  overtime  followed  by  the  po\'efty  of 
job  seeking. 

The  world  beyond  our  boundaries  will  not  force  its  patronage 
on  us  indefinitely.  We  caimot  count  on  natural  growth  alone  of 
our  foreign  trade  to  free  us  from  our  present  dangers  and  to  mhm 
forever  our  vexed  economic  problems.  It  is  time  for  us  to  make 
a  national  inventory  of  our  assets  and  liabilities.  It  is  sun-ly  noi 
too  early  for  us  to  determine  our  needs  mental  and  ph>'sical.  It  is 
fast  becoming  imperative  that  we  shall  become  cognisant  of  Ike 
mechanics  of  exporting  and  supply  some  misstng  parts,  impffovt 
and  strengthen  otliers  and  <in>p  hit-or-mks  methods  bcth  individ- 
ual and  governmental. 
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EiHt  ATioN  AM)  Export 

The  firet  siaiiv  in  the  accoinplisliinent  of  tJir  truly  hercu- 
lean task  18  educational.  The  man  behind  the  ballot  must  be  ac- 
quainted with  the  national  necessity  of  exports  of  manufacturers. 
IhibhV  attention  must  be  definitely  focused  on  its  individual  and 
national  l>enefits.  I  venture  to  suggest  that  President  Wilson 
proclaim  a  Foreign  Trade  Day  and  that  the  Secretary  of  ('om- 
merce  be  placed  in  charge  of  the  e<lucational  factors  of  its  observ- 
ance. This  foreign  trade  day  is  not  suggested  as  a  non-work 
holiday.  The  preparations  for  a  foreign  trade  day  could  well 
include  a  presidential  proclamation  of  explanation,  preliminary 
education  through  the  "Four  Minute  Men**  and  the  concerted 
and  cooperative  efforts  of  the  press  and  trade  bodies. 

This  effort  to  bring  home  to  the  people  as  a  whole  the  import- 
ance of  our  international  commercial  exchange  should  be  supple- 
mented by  a  vigorous  and  sustained  effort  to  imbue  every  trade 
organization,  every  board  of  trade  and  chamber  of  commerce  with 
their  peculiar  opportunities  for  service.  Foreign  trade  committees 
shoidd  be  brought  into  being  in  every  manufacturing  town  and 
city.  The  honorary'  and  purely  ornamental  existing  committees 
must  be  vivified  or  revivified.  Local  and  national  organizations 
of  sales  executives,  bankers,  credit  men  and  advertising  men  in 
particular  must  rise  to  new  levels  of  cooperative  and  national 
service  and  create  rather  than  follow  demand  for  knowledge. 

Simultaneously  with  the  education  of  the  voter  there  must 
be  a  better  education  of  the  youth  of  the  United  States  to  the 
wonderful  world  of  business.  Misconceptions  by  the  score  are 
fostered  by  our  present  educational  methods  and  text  books. 
Even  in  schools  frankly  practical  in  their  attitude  toward  domes- 
tic business  there  are  grave  errors  made  daily  in  their  teachings 
which  relate  to  foreign  countries  and  our  comparison  to  and 
relations  ^nth  these.  I  do  not  ignore  the  work  which  is  still  being 
carried  on  by  the  Commissioner  of  Education.  I  merely  insist 
that  it  is  more  important  to  the  future  of  the  export  trade  of  the 
United  States  that  school  children  come  to  think  of  Shanghai  and 
Canton  in  terms  of  possible  profits  instead  of  pigtails,  and  of 
Bankok  iis  a  city  of  <'lectric  lights  and  street  railways  rather  than 
a  source  of  Siamese  Twnns. 

Exporting  is  selling  the  whole  world.     This  truth  must  become 
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A  nmtier  of  natioiiAl  acoepUaoe.    Two  dtemAm  agD  ^^vxporttaf ' 

meant  selling  to  Europe.    Today  it  mc«aa»  to  Ilia 

to  South  America.    Until  our  national  vkkm  k 

that  wo  know  instantly  the  inarkrts  of  5W>titli  AfrMm«  tlia  Pkr 

Russia  and  India,  we  iniiiit  rtinain  fur  hIkiK  of  our 

ties  in  profits  and  insurance  from  foreign  trade.     Not  two 

of  the  several  thousand  exporters  of  the  United  SUIca  u^  **selliBf 

the  whole  world. "    Biany  exporter!  have  not  even  a  eustomcr  in 

India,  although  their  sales  in  Braail  and  England  may  Im*  afanoat 

unbeHevably  large.    Few  enterprises  have  had  both  vision  and 

courage.     This  condition  is  one  which  must  be  remedied  if  W9 

are  to  attain  world  leadership. 

The  Problem  or  Tranbpobtation 

The  concrete  problem  of  the  moment  and  of  the  future  is  trans- 
portation.    Tlie  clearest  and  broadest  vinion,  the  height  of  skill 
in  making  and  selling,  are  powerless  unless  merdiandise  can  be 
(I  regularly,  safely  and  at  reasonable  rates.    The  foidgB 
iiant  makes  his  profit  from  the  mcTchandise  he  sells,  not  fWm 

•  K)d8  illustrat(*d  in  catalogs  or  displayed  by  salesmen.    The 

(I  States  cannot  hope  for  a  true  foreign  trade  until  its  prod- 

M  »^  t  an  compete  in  doiiverj'  service  with  those  of  any  other  nation. 

Our  whole  tranK{K)rtation  activities  are  oo  an  unsound  baaia. 

\cellt»nt  ports — ^Boston  for  example — are  neglected,  while  New 

is  (X)ng(*Mted  long  before  the  ocean  carriage  needs  of  our 

,  .  1 1  trade  have  readied  even  a  present-day  high  level.     Mexrty 

'*cau8e  a  port  with  an  excellent  harbor,  with  possible  \arge  vohuaa 

of  manufactured  articles,  lacks  bulk  tonnage,  is  no  excuse.     For- 

•—  *-    !.•  ia  our  present-<lay  domestic  necessity  and  national  need. 

iiiage  must  be  divtTtc<i  to  the  ports  whirh  need  it  to 

•  Iiplement  local  cargo.  Portland,  Boston,  Philadelphia,  Balti- 
more, New  Orleans,  San  Francisco,  Portland  and  Srattlf,  and 
lialf  a  dozen  oilier  cities  must  be  de\'eloped  into  true  ports  with 

lie  certainty  of  receiving  not  only  tonnage  of  soine  aoK  but  abo 
''  tho  specific  kind  of  tonnage  to  complement  its  natural  raaer- 

•  . it  ions. 

b  1  lio  railroads  must  do  their  share  both  in  self-education  and  in 
iucation  of  their  clients.    Terminal  facilities  and  dry  doeka 

must  be  taken  out  of  local  politics  and  treated  from  a 
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rather  than  local  standpoint.  Every  transportation  step  from 
the  manufacturers  in  the  United  States  to  the  merchants  in  other 
lands  must  be  investigated  and  a  coherent  national  and  interna- 
tional system  of  transportation  evolved  which  will  carry  goods 
in  the  shortest  possible  time  and  at  a  cost  in  keeping  witli  those 
under  which  competitive  foreign  manufacturers  operate. 

Regularly  scheduled  sailings,  rigidly  established  and  upheld 
rules  for  advance  space  allocations,  systematic  liandling  of  foreign 
freight  in  transit  and  at  freight  terminals  will  be  tremendous  j 
factors  in  the  growth  of  our  foreign  trade.  When  American 
manufacturers  can  promise  definite  deliveries  and  live  up  to  these 
deliveries  it  will  not  only  divert  trade  from  Euroj>e  to  us  but  also; 
gain  more  trade  for  us  by  permitting  the  exporting  manufacturer] 
to  devote  his  whole  time  to  merchandising  problems. 

Foreign  Banking  and  Foreign  Trade 

A  new  spirit  must  come  into  foreign  banking.    Today  the  bank-j 
ing  interests  generally  are  far  more  attracted  to  secure  the  large  | 
manufacturer's  large  domestic  deposits  and  small  foreign  trans-j 
actions  than  to  cooperate  with  and  develop  the  smaller  manu- 
facturer with  a  comparatively  large  volume  of  foreign  sales.    Thej 
banking  interests  of  the  United  States  need,  with  the  manufac-l 
turer  and  the  man  behind  the  ballot,  a  broader  vision.    The  banks] 
must  work  hand  in  hand  with  the  exporter.    They  must  cease 
consider  our  foreign  trade  a  matter  of  foreign  exchange  or  a  means' 
to  increase  domestic  deposits.    They  must  educate  the  exporter 
in  the  finer  points  of  draft  usage  and  they  must  come  leagues 
closer  to  the  manufacturers'  problems,  in  the  solution  of  which 
they  can  often  be  of  decided  service. 

There  is  no  question  of  the  ability  of  American  bankers  to  be- 
come the  new  standard  of  the  world.  It  is  merely  a  question  of 
the  direction  of  energy.  The  average  English  bank  today  in  many 
ways  is  daily  doing  more  for  exporters  than  any  American  bank — 
barring  three  exceptions.  This  is  not  because  of  any  qualification 
except  a  better  knowledge  of  values.  The  English  banks  know 
what  their  customers  and  what  their  customers'  foreign  customers 
really  need  in  emergencies.  They  automatically  and  without  self- 
praise  perform  functions  that  are  appreciated  by  less  than  half  a 
score  of  our  banks. 
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There  m  already  in  the  field  ol  craHta  a  raaUaatfaai  of  the 

national  importance  of  foreign  trade.    The  National 

of  Credit  Men  haa  worked  hard  and  well  b  the  Uat  fiiF» 

Much  haa  been  aeoompiiahed  and  the  road  baa  bees 

still  further  accomplJAfnents.    The  tUoii  of  the  Natioiial 

iation  has  been  shared  by  several  at  least  of  its  loeal  miita. 

largest  conference  on  foreign  credits  ever  eooveaed  in  aay 

try  was  hdd  in  Boston  last  year  under  joint  aiispiees  of  the 

Kxport  Round  Table,  the  Boston  Credit  Men'a  AsMiciatioo.  tfe 

Vational  Assodaiion  of  Credit  Men.  the  National  Asandatfao  of 

Nf.nuifarttirors  and  tlie  Pliiladelphia  Commercial  Men's 

lion.     The  subsequent  activities  and  the  definite  steps 

till   further  improvement  in  technique  and  eoOpcratioB  witb 

\  ]  ><  )rt  merchandisers  form  one  of  the  most  significant  and  pkariag 

iaciors  in  our  new  foreign  trade  building. 

Lack  of  World-Wide  ViaoN 

The  one  present-day  weakness  on  the  scaling  end  of  export 
trade  comes  from  lack  of  world-wide  vision.  It  in  the  reluctance 
to  send  representatives  to  new  markets  and  consequently  the 
I)lacing  of  too  great  reliance  upon  correspondence,  advertising  and 
samples  as  selling  weapons.  It  is  entirely  true  that  it  is  well  to 
prepare  the  ground  in  advance  of  a  salesman's  visit,  but  it  is  also 
true  that  there  is  waste  in  over-preparation.  One  of  the  important 
truths  our  government  has  learned  is  that  to  know,  one  moat  go. 
Our  commercial  attadi^,  our  market  investigators  and  our  trade 
-ommissioners  all  are  visible  proofs  of  governmental  beM  in 
Handing  able,  trained  men  abroad. 

Ikcause  of  the  time  element — for  we  must  not  postpwir  oar 
«  xport  future — it  is  imperative  tJiat  American  manufacturoi  Mmd 
now  to  tlie  four  comers  of  the  world  men  in  whose  judgment  and 
selling  ability  they  have  every  confidence.  Theae  nwD  will  aavt 
.1  half  decade  as  against  the  most  rapid  devebpment  bj 
^pondence.  In  linea  where  service  is  a  most  important 
automobiles  and  dictating  madunea  for  example— these  men  ean 
save  not  only  time  but  also  avoid  perfectly  natural 
which  from  long  range  are  inevitable. 

Before  the  next  five  years  pass  we  ahall  see 
sent  out  not  merely  by  steel  and  oil  but  by  many  indnstriea. 
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Hietie  men  will  not  be  salesmen  but  rather  investigators  who  will 
chart  countries  and  continents  for  possible  tonnage  increases. 
From  the  deductions  to  be  drawn  from  these  charts,  salesmen  can 
be  placed  into  most  profitable  localities,  living  in  them  at  least 
long  enough  to  bring  into  being  the  tonnage  reported  as  possible. 
So  far  we  have  considered  only  the  obvious.  We  have  seen 
merely  tniisms  and  pointed  out  opportunities  for  improvement 
wliich  are  painfully  apparent  even  on  superficial  examination. 
The  right  to  assume  confidently  that  because  we  want  an  increased 
foreign  trade  we  will  have  one,  must  come  from  more  than  a 
prophecy  based  on  our  past  or  on  our  desires.  Force  of  circum- 
stance— if  we  omit  our  few  hardy  pioneers  in  world  tradt^ — has 
brought  into  being  the  export  trade  we  enjoyed  up  to  1914. 
War-time  necessity  in  foreign  markets  was  responsible  for  its 
increase.  Force  of  circumstance  is  now  offset  by  the  imperative 
needs  of  England,  France,  Italy  and  Belgium  for  foreign  trade. 
The  equivalent  of  war-time  necessity  will  continue  through  1919, 
but  only  in  decreasing  measure. 

Abiuty  as  Exporters  an  Asset 

Our  one  great  asset — the  golden  key  to  the  massive  door  that 
bars  the  imworthy  from  foreign  profits — is  our  potential  ability 
as  exporters.  The  United  States  combines  great  skill  in  fabrica- 
tion with  first-hand  knowledge  of  commercial  mass  production. 
It  combines  elimination  of  waste  processes  with  ability  to  coop- 
erate with  competitors  and  non-com j)eti tors.  It  combines  mer- 
chandising skill  in  securing  customers  and  making  them  over  into 
co-partners  ^nth  selling  sense  which  insists  that  a  sale  is  not  com- 
plete until  the  buyer  has  resold  the  merchandise  or  is  in  some  other 
way  obttiining  a  profit  from  his  purchase. 

This  asset  is  not  theoretical.  It  has  been  repeatedly  proved  an 
asset  by  the  successful  adaptation  of  American  domestic  selling 
methods  and  the  requirements  of  foreign  trade.  So  the  way  to 
proceed  is  already  charted  for  us.  Individually,  communally, 
cooperatively  and  governmentally  we  must  first  see  with  broad 
NHsion  and  then  advance*  by  u.se  of  all  our  sources  of  ])ow(T  co- 
ordinated and  .synchronized.  We  nmst  avoid  unnecessary  failures 
by  building  our  export  sales  campaigns  with  such  a  factor  of  safety 
that  they  must  succeed.    Our  advance  in  foreign  sales  should  be 
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a  fteady  Mcmt  and  not  th^  rmult  of  irrrat  irntn*  mtertKpgnt^  wHIi 
leMer  loMM. 

Th4*rr  w  yt*!  tiiii<*  for  needed  inipr-  t  m  ImukiiiK  and  tnu»- 

IMirtution.    There  in  time  becAiiJie  u  :.....  .  inontiM  and  not  dagn 

(or  a  foreign  tales  campaign  to  fructify.    Hut  tlirrp  m  no  time  lor 
delay.     UnlesN  the  government  will  offiriiilly,  frequently  and 
forcil)ly  make  clear  nut  only  ttj  apfiroval  of  the  theory  of 
tlirongh  foreign  trade  but  alm»  prove  itJ  own  deairr  for 
trade  by  deeds  as  well  as  words,  a  great  o|iportunity  will 
r  TTient  owes  immediate  adjustment  of  the  whole  ship- 

l ;.   ..    .  .....ion  to  manufacturers  forced  to  immediate  and  radic»l 

nadjustment  to  meet  post-war  conditions. 

In  our  quest  for  foreign  trade  we  must  remember  that  we 
))e  creative  as  well  as  active.  We  must  develop  new 
well  as  seek  to  share  in  the  profits  from  sales  to  long 
markets.  We  must  govemmentally  recognize  thin  truth  and 
rt?cognize  it  by  regularly  sehedult*<l  sailings  to  the  le«er  market* 
and  to  markets  now  rich  naturally  but  still  unde\'elof>e<l.  Our 
hanking  and  investing  interests  must  seek  out  these  markets, 
•  levelop  interior  industry  and  transportation  to  seaboard  and  aid 
III  \\\v  financing  of  port  facilities  and  hnrlxir  im| 
I  lu'sc  joint  efforts  of  our  government,  banks  and  niai 
an  be  .so  timely  and  .so  effective  that  we  can  rightfully  mooopo- 
\'\7.v  lK>th  the  imports  and  exports  of  market  after  nuirket  which 
will  ^Tow  up  in  international  rommereial  exchange  knowing  only 
tlir  1  iiittnl  States  as  a  busincHs  fiartner. 

This  ideal  condition  can  only  be  reached  by  superiatives.  We 
Huist  supply  all  the  needed  foreign  capital.  We  must  be  llie 
irchiteetA  and  constructors  of  wharves  and  warehouses — llie 
ln*<l^'crs  of  harbors  and  the  erectors  oX  bn*akwatem.  We  must 
Mipply  every  want  and  give  ocean  service  so  complete  as  to  Iwr 

■    rival  from  profitable  competition.    Above  all.  m-e  must  ^  all 
>«*  things  as  partners  and  not  as  commercial  compifTOio. 

There  are  today  millions  of  square  feet  avaiUdile  for  pfoduction 
for  «»x|)ort  sales.  With  the  woman  in  indu?itr>-  and  au  army 
demobilizing,  our  labor  |X)tentialities  are  fully  e<|ual  to  the  pro* 
duction  space  a%'ailable.  Through  the  government's  own  banking 
l>lan,  money  can  be  made  available  to  finance  an  export  trade  m 
more  billions  than  we  can  readily  obtain.     More  and  OKWr  the 
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American  youth  is  being  privately  and  publicly  trained  to  know 
the  surface  differences  which  identify  foreign  trade.  There  has 
never  been  question  of  executive  abiHty  capable  of  supervising 
the  broader  details.  Export  managers  and  export  teclmicians  are 
constantly  increasing  in  number.  Most  decidedly  through  expe- 
rience gained  in  overcoming  war-time  difficulties  they  have  been 
growing  in  ability  and  now  outrank  Europe's  best. 

We  must  make  all  export  efforts  of  cunmlative  value.  Each 
new  customer  for  any  American-made  product  must  be  so  treated 
as  to  become  a  prospective  customer  for  oUicr  American-made 
products.  Each  customer  must  become  a  form  of  salesman  for 
American-made  goods  by  his  commendation  of  our  merchandise 
and  our  policies  in  trade.  We  need  not  experiment  and  we  must 
at  any  cost  live  up  to  our  promises  both  of  sales  assistance  and 
oceHn  carriage  schedules.  This  means  that  our  promises  shall  be 
made  with  the  intention  to  perform,  even  though  immediate 
returns  may  not  prove  all  that  we  anticipate. 

Indivtoual  Readjustment  of  Enterprise 

Entirely  apart  from  the  concerted  action  which  has  just  been 
outlined,  individual  manufacturers  have  for  months,  and  in  some 
cases  for  at  least  two  years,  anticipated  the  necessary  readjust- 
ment of  their  enterprise.  The  great  majority  of  these  manufac- 
turers have  planned  on  an  increased  foreign  trade.  The  majority 
of  this  majority  have  planned  to  use  increased  manufacturing 
capacity  in  production  of  new  hues — both  allied  and  non-allied. 
A  prominent  maker  of  sporting  rifles  has  plans  already  under  way 
for  exportation  of  a  hue  in  no  way  related  to  firearms.  A  manu- 
facturer of  brass  parts  plans  to  use  four  or  five  plants  purchased 
or  constructed  during  the  war  in  making  completed,  trade-marked 
articles  for  world-wide  distribution. 

It  is  significant  that  many  makers  of  parts,  who  are  ijarred  by 
tacit  agreement  with  domestic  customers  from  marketing  com- 
pleted articles  for  the  domestic  market,  are  now  engaged  in  export 
advertising  campaigns  and  plan  to  make  their  brands,  known 
abroad  even  though  barred  at  home.  Wholesalers  as  well  are 
reaching  out  and  selling  abroad  branded  fines.  This  is  particu- 
larly true  of  jobbers  in  cities  which  cater  to  the  trade  of  Western 
Mexico  and  Central  America,  and  to  a  lesser  extent  with  jobbers 
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whose  export  tales  efforts  aie  naturally  directed  to  the  Par  East 

More  and  more  the  large  domestic  sellers  of  dairy  products  are 

'  ing  foreign  markets  notably  for  mndmsnd  and  evaporaled 

.    This  is  an  obvious  variant  of  the  seasonal  busfaiess  stddnir 

I  1  >y  export  trade. 

iute<l  StutoM  has  no  real  choice.    Kitiit-r  it  mutt  be 

nation-wide  unemployment  or  it  must  be  a 

he  one  way  that  it  can  beoome  a  serious  exporter  in 
oniiM'tition  with  England,  France,  Italy,  Belgium  and  later  on 
witii  Germany  lies  in  the  acquisition  of  world  trade  ambitions  fagr 
iii>Tiads  of  American  manufacturers. 

Foreign  trade  cannot  be  legislated  into  existeooe.    But  the  gar> 

tnnicnt  should  so  use  its  transportation  control  iiithin  and  with* 

out  the  United  States  that  tiie  exporter  will  be  able  to  serve  Ua 

customers.    Far  foreign  trade  is  international  set  vice.    It  mtails 

obligations  as  well  as  privileges. 

It  cannot  be  but  a  few  years  more  before  an  intcmsHonal 
Foreign  Trade  League  and  an  International  Court  of  PoreigB 
Trade  are  established.  They  are  necessary  supplaneata  to  any 
<  »uncil  of  world  politics.  Wlien  these  two  bodies — fhft  first  Icgia- 
lative  and  executive  and  the  second  judicial — are  convened*  the 
United  States  should  be  prepared  to  assume  full  memberships  in 
both.  Its  claims  will  be  based  not  on  our  war  record  sales  Tolumes 
but  on  our  post-war  volumes  and  methods. 

Shall  we  then  and  for  decades  thereafter  be  ranked  as  worthy? 
The  answer  as  well  as  our  place  in  the  world  cannot  yet  be  gim. 
The  next  few  years  will  render  argument  umwoessaiy. 

WncAN.  Waltbr  F.    Tufts  College.  1001.    SaIc*  and  co^mK  aMasfV.  tW 

.irtrr*fl  Ink  CompMiy.    CluunnAii  Bottoo  ExpoK  Rouad  Tablt;  eWnaea 

tport  Club  of  Boston;  honorwy  pceiidHit  Blvort  Mssipisr  CSi^  of  New 

^  (>rk;  vice  chainnMi  CommitlM  oo  Foreign  Cradits.  National  Asnsisllsa  «f 

<  redit  Men,  Committee  on  Foreign  TVade  National  Aworialinn  of  IfsaalMtar- 

r*.  Committee  on  Foreign  Trade,  Anociatioo  oC  National  AdiuliHii.  lac; 

'airman  Committee  on  Educational  Ezkibita.  International  Tmde 

>16:  chainnan  Foreign  Credits  Conlemoe  1S17;  dMiriMn  War  Tmik 

<)nfemce  1017;  chairman  Floreiga  Banking  Cuafismn   lilt* 

l>iit)ct  Exporting."   *  Utilising  ItBe."  **HlstflryofanBiportOr«kr.*' ''Bmjr- 

lie  Stories,**  "SeUing  American  Goods  to  tl»  World.**  etc.— 1 


Thrift  and  Readjustment 
By  Roy  G.  Bi^k?:y 

Anociaie  Professor  of  Economics,  University  of  Minnesota 

T^HE  problems  before  us  are  more  or  less  familiar  to  all,  in  name 
^  at  least.  Millions  of  soldiers  and  millions  more  of  civilians 
backing  them  up  have  been  engaged  in  work  which  tlie  signing  of 
the  armistice  has  made  useless.  They  cannot  continue  tliis 
work, — neither  tliey  nor  we  can  afford  to  have  them  do  nothing. 
They  should  be  added  to  the  existing  labor  supply,  the  productive 
energy  of  the  nation,  not  in  a  manner  to  take  away  the  work  of 
others  and  cause  idleness  or  unemployment,  but  in  such  a  way  as 
to  produce  an  additional  amoimt  of  goods  and  services  somewhat 
proportionate  to  tJie  amount  of  labor  added  to  that  already  en- 
gaged in  the  industries  of  peace. 

Modern  production  is  carried  on  mostly  by  machinery.  Old 
machinery  not  of  a  character  to  aid  in  the  war  probably  has  not 
been  kept  in  good  repair  and  practically  all  of  the  new  has  been 
constructed  for  war  purjx)ses.  Some  of  the  latter  can  be  con- 
verted easily  to  i>eace-time  production,  some  can  be  clianged  only 
at  a  considerable  cost,  some  will  be  nearly  a  total  loss. 

It  is  easy  to  say  that  this  labor  and  plant  must  l>e  converted 
to  peace  uses;  it  is  another  thing  to  bring  about  a  propter  readjuit- 
ment,  a  readjustment  that  keeps  all  parts  of  the  industrial  ma- 
chine working  in  unison  while  it  is  turning  out  the  proper  kinds 
and  quantities  of  goods  and  services,  that  is,  turning  out  such 
quantities  of  such  varieties  that  they  will  exchange  on  such  bases 
that  the  industrial  machine  will  l>e  kept  going  at  the  maximum? 
of  efficiency. 

Some  have  suggested  tliat  Uiere  may  be  an  oversupi)ly  of  labor; 
this  is  one  of  Uie  most  jHTsistent  and  mischievous  half-truths  of 
all  tJie  half-truth  clan.  One  might  as  well  say  there  is  too  much 
capital  or  too  much  land,  or  too  much  water.  In  a  certain  situa- 
tion there  may  be  too  much  land  to  go  with  the  amount  of  water 
or  labor  or  capital  or  something  else  available  at  just  that  place 
and  time;  it  is  largely  a  question  of  proportion.  So  there  may 
be  too  much  labor  in  some  particular  case  to  mix  to  advantage 
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miUi  Uie  oUier  imtraUenU  or  (actort  of  the  locml  iaduilml 
But  lio  long  as  men  have  wanU  Uiat  ai« 
can  be  aaiiafied  by  workinf  tbcpe  eaa  ba  boi 
ol  labor.    For  all  practical  |Hirpoafa»  llw 
*t  in  aaaiuning  that  human  wanta  are  iadiflsilflljr  gwt,  liial 
soon  aa  aome  are  reaaonably  talaafied.  other  and  usually 
take  their  pUccs.    A  boy  Ionics  for  a  bicydr;  by  Iba 
gets  it,  he  wants  an  automobile,  a  yacht,  an 
no  limit  to  wants — hence  no  Uniit  to  labor  to  ba  doaa.    Tbe 
y  is  in  connecting  up  the  man  and  the  job  under  proper 

The  fundamental  featiures  ol  our  present  industrial  regime 
which  are  essential  to  have  in  mind  for  present  purposes  art 
di\ision  of  labor,  large-scale  marhine  |>rodijrtion.  and  orgaaita- 
tion  and  management  by  captains  of  indiijitr>'  who  pay  wagea  lo 
labonT8  for  their  servioes  and  who  buy  their  raw  matcriab  aad 
sell  tiieir  finished  products  in  a  more  or  less  competitive  nuvkot 
IViMiuciion  is  for  the  market  and  for  a  profit.  In  the  caae  of  both 
iiiaiuigers  and  laborers,  eiqiienses  and  income  take  tbe  fom  of 
money  prices*,  prices  for  goods  and  prices  for  servioaa.  It  ii  ai^ 
Mimed  that  for  the  most  part,  any  one  is  free  to  buy  or  sell 
or  services  wherever  and  whenever  he  can  do  so  to  his  own 
interests.  It  is  assumed,  also,  that  tlie  free  pUy  of  oompetiliaa 
in  the  selling  and  buying  of  goods  and  acrvices  for  money  prieas 
to  secure  in<li\n(lual  gains,  with  only  a  mininiutn  of  gorcmmenl 
regulation,  will  result  in  a  greater  balance  of  gain  to  aociely  than 
would  general  regulation  by  a  king  or  by  government  oBciaU 
whose  limitations  have  so  often  been  proved  in  the  past. 

I^CE  THE  Regulator 

It  is  ijn|N)rtant  to  see  Uiat  in  this  competitiN-e  industrial  regime 
i\\v  irovernor  or  regulator  of  action  is  price,  future  ur  ani 
priiv.  Shall  the  managers  of  railroads,  of  steel  planb.  oi 
ing  o|MTations,  of  this  or  tliat  enterprise,  order  this  or  that  quan* 
tity  of  raw  iiiateriaK  iakc  on  tliis  or  that  amount  of 
lalM»r  or  let  off  part  of  what  tlu*y  have? 

The  answers  de|NMid  u|H)n  what  |)rices  will  have  to  be  paid 
md  in  the  future  for  laUir,  raw  materiaU  and  other  factors  Im 
production  and  what  prices  will  be  received  ultimately  for  §•• 
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uhed  products.  Some  of  the  returns  on  this  year's  expenditures 
may  be  received  this  year,  but  in  many  instances,  as  for  example 
in  the  cases  of  expenditures  for  the  construction  of  raiboads  and 
factories,  most  of  the  returns  will  be  strung  out  over  many  years, 
often  for  several  decades.  Every  manager  who  does  not  make  a 
sufBciently  good  estimate  of  the  thousands  of  prices  involved  in 
the  near  and  distant  future  leads  his  enterprise,  not  to  profits, 
but  to  bankruptcy.  Every  laborer  who  misjudges  the  operations 
and  results  of  the  industrial  complex,  most  of  which  are  both 
causes  and  effects  of  prices,  fails  to  profit  to  the  maximum  in  se- 
curing the  best  prices  for  his  services;  in  fact  he  may,  at  more  or 
less  frequent  and  prolonged  intervals,  be  idle  and  unproductive. 
Bankruptcy  merely  takes  a  different  form  in  his  case. 

Future  prices  are  uncertain  at  all  times.  The  annual  lists  of 
business  failures,  labor  disturbances,  losses,  unusual  profits,  etc., 
are  sufficient  proof  of  this.  The  European  war,  with  its  extraordi- 
nary demands,  its  accompanying  inflation  of  credit,  its  partial  regu- 
lation of  prices  and  its  many  other  imponderable  influences,  has 
brought  about  a  situation  which  makes  future  prices  much  more 
uncertain  than  they  usually  are.  Nothing  of  importance  that 
one  can  mention,  whether  it  be  the  reaction  from  government  con- 
trol, labor  unrest,  Bolshevism,  the  league  of  nations,  the  German 
indemnity,  or  what  not,  is  without  significant  influence  on  future 
prices  which  are  now  governing  industry's  plans  for  the  near  and 
distant  future. 

When  men  are  in  doubt  they  hesitate  to  go  forward;  when 
the  road  ahead  suddenly  becomes  extremely  uncertain  or  filled 
with  obstacles,  they  suddenly  shift  to  lower  speed  or  even  throw 
on  the  brakes  and  come  to  a  dead  standstill,  thus  blocking  the 
progress  of  every  one  else.  The  war  has  raised  prices  to  an 
enormous  height.  Some  are  relatively  much  higher  than  others, 
but  all  are  high.  Now  that  the  war  is  over,  exactly  what  is  going 
to  happen  this  year  and  the  next  and  the  next  to  this,  that  and 
every  other  price,  including  wages,  the  price  of  services?  Give  a 
definite  and  authoritative  answer  to  this  question,  one  which 
everybody  can  accept  \^ith  assurance,  and  the  industrial  machine 
will  immediately  begin  to  regain  momentum.  If  to  certainty 
could  be  added  industrial  and  social  equity,  even  the  war-time 
speed  could  be  exceeded. 
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Let  no  one  misimdersUnd  ui  to  ii^  Uiai  liiib  prieei  mm  tk» 

ause  of  all  eviLi  for  they  are  far  from  being  the  only  fttfrtairtw  to 
readjustment.  In  fact,  we  oould  toon  ^nww  adjuated  to  priov 
at  almost  any  level  if  they  were  relatively  stAhlo.  It  ia 
prices  have  been  made  ao  high  by  temporary  drcumslaiOM 
tiicir  future  couraes  are  extremely  uncertain.  Kven  if  prieta 
'  iliied  there  would  still  U*  iimiiy  problona  to  aoive«  Wms  fai 

...,,hasiaing  the  importance  of  giving  more  alability  to  prieos 
there  is  no  intention  of  over-emphaaia  nor  is  thare  any  btKef  that 

my  remedy  will  prove  to  be  a  panacea.     But  it  is  true  not  oa|y 
t  liat  the  giving  of  more  stability  to  prices  would 
>>m  industrial  readjustment  but  it  is  true  alMi  that  a 

tTective  and  old  fashioned  remedy  can  easily  be  adopted  by  the 
American  people  if  they  appreciate  ita  cAcacy  and  the  deambiHty 
cl  its  use. 

Monet  and  Criudit  Inflation 

T^t'fore  any  cure  is  suggested,  the  cause  ahould  be  recalled. 
\N  iiy  are  prices  so  much  hif^iar  than  before  the  war?  The  war*a 
ieniand  raised  the  prices  of  those  commodities  badly  needed  for 
war  purposes  but  the  same  cause  would  tend  to  lower  prices  of 
goods  not  needed  for  war.  As  a  matter  of  fact,  nearly  all  prioea 
have  risen.  In  other  words  there  has  been  a  gewnd  oauae  aflrdp 
ing  all  commodities  and  in  the  case  of  prime  war  neceasitics  there 
has  been  an  additional  cause,  so  that  prices  of  such 
ri«»n  the  most  unless  kept  down  by  govenunrnt 
1 1«  lice,  the  ending  of  the  war  removes  one  of  the  main  cauaia  af- 
f*  ( ting  war  necessities,  though  the  present  need  of  food  and  r»> 
•  quipment,  especially  in  Europe,  will  be  a  large,  unusual  aad 
>omewhat  disturbing  factor  for  mouths  to  oom^.  But  the  eUd 
cause  of  the  general  rise  in  prices  has  been  credit  inflatioo. 

Put  in  another  way,  thca^  haa  been  too  much  borrowing  rallMT 
than  saving  to  secure  funds.  Borrowing  increases  baak  eredil 
which  takes  the  place  of  money.  Money  is  a  oountrr  or  Uckel  used 
in  cxcimnging  goods.  If  the  number  of  meal  tkifiaU  is  incrwMd 
more  tlian  the  food  for  which  th^  are  exchanged,  each  tickti  b^ 
c^omes  worth  less,  or  more  tickets  have  to  be  given  for  the  suno 
ineal.  If  money,  or  bank  credit  which  takes  its  place,  as  ineroaaed 
more  rapidly  than  business,  or  than  goods  for  which  OMMMy  ia 
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exchan^Hl.  then  each  ticket  or  dollar  becomes  worth  less  or  it  takes 
more  tickets  to  get  tJie  same  goods.  Prices  go  up  as  we  say. 
An  increas<»  in  money  and  bank  credit  prof>ortionate  to  the  in- 
crease of  business  or  goods  exchanged  will  result  in  little  or  no 
change  in  prices,  other  things  ronaining  e(|ual. 

An  appreciation  of  the  cause  suggests  the  remedy.  There  is  no 
way  to  eliminate  the  inflation  except  to  pro<iuce  and  save  a  surplus 
so  as  to  restore  the  former  proportion  between  goods  and  counters. 
The  production  and  saving  of  goods  enables  one  to  pay  off  his  debt 
and  thus  cancel  that  much  bank  credit.  If  no  debt  is  paid,  the 
creation  and  saving  of  goods  increases  the  proportion  of  goods  to 
money  counters  and  thus  helps  to  reduce  inflation.  But  before 
going  further  it  might  be  well  to  note  a  few  statistics  indicating 
the  extent  of  the  present  inflation. 

The  total  general  stock  of  money  in  the  United  States  in  millions 
of  dollars  was  3,736  on  August  1,  1914,  at  the  beginning  of  the 
European  War;  5,312  on  April  1,  1917,  when  we  entered  the  war 
and  7,781  on  January  1,  1919.  The  above  figures  include  (1) 
money  held  in  the  Treasury  as  assets  of  the  government,  (2)  money 
held  by  federal  reserve  banks  and  federal  reserve  agents  against 
issues  of  federal  reserve  notes  and  (3)  '* money  in  circulation.** 
If  we  take  only  the  money  in  circulation  for  the  three  dates  above, 
the  figures  are  3,367,4,702  and5,951  millions  of  dollars  respectively. 
Expressed  in  terms  of  percentages,  the  general  stock  of  money  for 
the  three  dates  is  represented  by  100,  142  and  208  and  the  money 
in  circulation  by  100,  140  and  177. 

The  loans  and  discounts,  plus  overdrafts,  bonds  and  other  securi- 
ties, which  are  mostly  sorts  of  loans,  for  all  banks  in  the  United 
States  (except  federal  reserve  banks)  in  millions  of  dollars  were 
20,9«4  in  1914,  28,645  in  1917  and  32,316  in  1918.  In  other  words 
the  most  important  items  of  bank  credit  show  an  increase  of  37 
per  cent  between  1914  and  1917  and  a  still  further  increase  to  54 
per  cent  in  1918.  C'omplete  up-to-date  figures,  if  available,  would 
doubtless  show  a  further  increase. 

The  United  States  Bureau  of  Labor  Statistics  takes  1913  prices 
at  100  as  the  basis  of  its  index  numbiT  for  principal  classes  of  com- 
modities in  tlie  United  States.  The  following  approximate  figures 
indicate  how  general  prices  have  risen : 
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1813  A«f.l.  Afir.  I.  Urn.  I. 

(Bmi)  ItU            Ifl7  1019 

Wbolctalr  prirr^                                       IflO  9t               171  fW 

ReUil  prk^A                                            If  mi  lot               liS  117 

According  to  tlu*  saint*  miUiority.  rnti^  of  uhkni  wa^m  prr  ««ck« 
full  tiiiu\  huvo  nM*n  from  UN)  in  lOlS  to  1 W  in  1017.  and  to  130  « 
1918.  the  wages  for  May  wlu*n  annual  oootracta  aie  aaniaallj 
made  being  taken  in  each  yrar. 

The  effects  of  tiie  inoiiov  and  credit  inflation  in  ikt  Vtdkai 
States  art*  confirnu^l  l>y  tlie  expcrienoe  of  Great  Britain  and  oUwr 
(*otm tries.  For  exiiniple,  tiio  bank  note  etreuhition  of  thr  I'nited 
KinK«loui  incn*uMHl  157  percent  from  July  lUU  to  Nuvrmbrr  1018 
while  fa>neral  \mcvs  increased  1412  per  cent.  There  can  be  mo 
doubt  of  the  inflation  nor  of  the  effect  of  inflation  u\nHi  pricea. 

This  inflation  has  made  the  goviTnnient's  expenses  higher  aad 
its  war  debts  more  enormous.  Wages  and  sahuies  which  have  moi 
risen  as  fast  as  prices  buy  lesis  than  before  the  war.  A 
snnd  dollar  insurance  |x)licy,  if  paid  now,  would  buy  little 
than  half  what  it  would  have  bought  if  |>aid  five  years  ago.  The 
long-time  investments  of  savings  banks,  insitraooe  compaiiiei  aad 
oUiers  hrin^  in  the  same  number  of  dollars  in  interest  as  farmerfy 
but  Uie  dollars  have  less  purdiasing  power  and  the  capital  at 
market  values  of  the  investments  themselvca  have  shrunken.  In 
Uie  interest  of  all  recent  contracts  there  u  reason  for  contini 
inflation  so  tiiat  the  contracts  may  be  settled  on  an 
l>ri(v  Ivvcl;  in  the  interest  of  pre-war  obligations  tlie  argummi  is 
for  a  return  to  the  pre-war  price  baaa.  For  eiample,  war  debts 
«  onld  Im*  paid  more  easily  with  cheap  dollars  if  the  present  inCalM 
wi'Tv  continued  than  ^ntli  dear  dollars  if  Uiere  is  much  deflalloa. 
Th<*rt*  is  even  much  argument  for  tiie  ctnitinuation  of  inflaticMi  aa 
means  of  met*ting  the  extremely  difli<*ult  prol>lem  of  wage  read* 
jtistment.  It  wouhl  certainly  sniiMith  over  some  p^ychoh^gicBl 
obstacles,  Uiougli  it  iiii^'ht  not  improve  the  t*i|iiitabltiMaa  of  tlw 
general  situation. 

But  then*  art*  weighty  reasons  against  continuing  thtt  ptmtml 
inflation.  In  the  flrst  place  it  tiireatens  the  gold  sUuidard  vpM 
which  our  monetary  and  banking  systems  are  based.  Wlgr  all 
the  anxiety  over  the  decline  in  gold  production?  The  rcaaoa  is 
that  financiers  are  fearful  that  if  much  more  credit  is  added  to 
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base  of  the  inverted  pyramid  the  present  gold  reserve  which  forms 
its  apex  will  be  too  small  and  narrow  to  keep  it  from  tottering. 
This  is  in  spite  of  the  fact  that  there  are  now  over  three  billion 
dollars  of  gold  in  tlie  United  States  as  compared  with  less  than 
one  billion  nine  hundred  millions  August  1,  1914,  an  increase  of 
60  per  cent. 

As  mentioned  above,  to  keep  prices  stable,  money  and  sub- 
stitutes for  money  should  increase  at  about  the  same  rate  as  the 
increase  in  the  production  of  goods.  Even  before  the  war,  gold 
output  and  credit  based  upon  it  were  increasing  more  rapidly 
than  goods  so  that  prices  were  rising.  It  is  estimated  that  during 
the  war  our  production  of  goods  increased  by  20  or  25  per  cent 
but  our  money  and  credit  by  over  50  per  cent,  so  that  prices  have 
risen  more  rapidly  than  ever.  If  paper  money  or  bank  credit 
were  always  generally  acceptable  in  exchanges,  as  they  have  about 
come  to  be  in  the  United  States,  and  if  the  amounts  of  the  same 
were  always  kept  proportionate  to  the  amount  of  business  done, 
use  for  gold  would  be  for  the  arts  only  and  most  of  the  human 
energy  that  is  devoted  to  prospecting  and  mining  gold  might  be 
turned  to  the  production  of  wheat,  shoes,  houses,  and  other  neces- 
sities which  so  many  of  our  people  lack.  One  of  the  chief  reasons 
why  we  cannot  cast  gold  aside  and  rely  on  paper  or  fiat  money 
is  that  no  set  of  legislators  has  ever  been  found  that  can  resist  the 
temptation  in  times  of  stress  to  raise  money  in  an  easy  way.  Why 
levy  burdensome  taxes  when  the  printing  press  can  turn  out  a 
wagon  load  of  money  in  an  hour?  Of  course,  this  is  increasing 
the  counters  without  increasing  goods  produced.  It  is  inflation 
with  all  of  its  evil  consequences. 

Gold  is  a  better  money  because  it  is  so  difficult  to  discover  and 
dig  out;  the  cost  puts  a  limit  upon  the  output.  The  more  the 
output  is  limited  the  more  each  ounce  is  worth;  as  it  becomes 
worth  more  there  is  greater  inducement  to  increase  production 
until  each  ounce  becomes  worth  less.  Then  production  is  checked. 
Thus  there  is  an  automatic  regulation  of  gold  as  a  monetary 
basis.  But  so  long  as  legislators  possess  their  present  human 
frailties,  there  can  be  no  such  regulation  of  paper  money  output 
except  by  making  it  redeemable  in  the  costly  gold. 

The  high  prices  caused  by  the  recent  credit  inflation  make  gold 
costly  to  mine,  hence  we  hear  a  good  deal  about  stimulating  gold 
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mining  by  means  of  premiums  or  tax 

Such  measurea  are  foolish;  they  try  to  doatfoy  ailllhalj!  IW  m^k^ 

matic  and  salutary  regulation  of  gold  prmluctioii 

The  trouble  b  not  that  there  is  too  little  goM  in  oar 

tiiat  Uie  gold  we  have  is  calK*<l  ii|)on  to  hoM  up  too  lt9§B  m 

of  inflution.     Reduce  the  inflation  and  promolo  stabflily 

of  Adopting  arUfirial  meaauret  which  in  the  long  nin  are  apt  to 

act  as  boomerangs. 

There  is  another  important  reason  for 
inflation.    That  is  fcn-eign  trade  which,  of  eotnae, 
P<  an  reconstruction  requirements.     Devoftated 
other  countries  need  our  goods,   the  h 
tliem  badly.     Large  foreign  orders  would  allow  many 
plants  to  run  at  90  per  cent  instead  of  at  00  per  oent 
would  ^ve  emplo3rment  to  thousands  of  men  and  cMmt  diPMlly 
or  indiri^tly  would  stimulate  agriculture,  mining, 
and  every  other  industry  in  the  United  States. 

Hiif  foreign  orders  are  not  coming  here  in  quanity  for  two 
n  a>(>ii>^«  first  because  of  lack  of  means  to  pay  for  Ameriean 
><  <ond  because  of  uncertainties,  especially •  high  and 
prices.     How  shall  the  war  burdened  European  oountries  pay  for 

> '-m  goods?    They  cannot  well  spare  gold.    Their  credil 

II  exceeds  ours.  It  rests  upon  a  smaller  apei  of  goM  re* 
serve.  Besides  we  do  not  need  their  gold.  More  would  result  in 
higher  prices  here  and  conseqiirntly  fewer  ordcrn  from  them* 
They  can  pay  partly  but  not  entirely  in  goods  which  thc>'  nay 
send  us.  Inasmuch  as  they  cannot  spare  their  gold  to  pay  for  the 
balance,  if  we  are  to  ship  the  large  quantiticii  which  we 
^  -  *i     ^^^  qI  ^^f  ^^j^  interests  as  well  as  theirs,  we  must 

1 1  them  credit.    This  means  that  America  must  send 
k'«><k1s  and  accept  pay  later;  in  other  words,  that  America  mart 
produce  and  save  a  surplus  for  export. 

But  with  prices  as  high  and  uncertain  as  they  now  aie»  fureiga  aa 
well  as  American  enterprisers  hesitate  to  buy.  Hieir  oxpcaasa  mmI 
capital  investment  might  easily  be  so  great  that  when  low«r 
come  they  could  not  meet  interest  and  other  costs.  Tksgr 
U>  in  danger  of  having  lones  imtnad  of  profits;  in  fad, 
would  probably  end  in  bankruptcy,  and  in  the  long  run  it  would 
not  be  wise  for  American  investors  to  finaaoe  such  unckftaUofi 
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on  the  pi'esefii  price  level.  It  is  obvious  that  Llu'  cievolopmenl  of 
a  stable  and  solvent  foreign  trade  would  be  a  bif(  ste])  in  I  ho  solu- 
tion of  our  immediate  remljustment  problems  and  would  bring  in 
dividends  for  years  to  come,  to  say  nothing  of  the  immense  bene- 
fit.s  to  devastated  Europe. 

Thrift  the  Remedy  For  Inflation 

We  have  already  seen  how  the  increase  of  money  and  credit  has 
outrun  tlie  production  of  goods,  due  largely  to  the  fact  that  bank 
credit,  that  is,  borrowing,  has  increased  faster  than  the  production 
of  goods;  or,  to  put  it  in  anotlier  way,  because  the  great  mass  of 
American  people  have  borrowed  to  buy  when  they  should  have 
saved,  and  thus  have  brought  about  an  unstable  situation  which 
is  one  of  the  main  obstacles  to  readjustment. 

The  government  expects  to  have  another  huge  loan  drive  in 
April  and  may  have  to  secure  billions  in  addition  through  war 
savings  stamps  or  through  the  banks  later.  In  so  far  as  such 
borrowings  are  not  paid  out  of  the  surplus  production  and  savings 
of  the  people  of  the  United  States  they  will  add  to  the  existing 
credit  inflation.  Besides  the  government,  the  railroads,  indus- 
trial enterprises,  farmers,  and  others  throughout  the  United  States 
nee<l  vast  amounts  of  capital.  Inflation  and  all  its  evils  can  be 
curt»d  in  no  other  way  than  in  the  production  and  saving  of  goods 
which  will  allow  the  paying  off  of  debts  and  the  restoration  of  tlie 
proper  proportion  between  money  counters  and  goods. 

This  is  no  time  for  checking  production,  especially  production 
of  e(|uipment  and  other  durable  goods,  nor  is  it  a  time  to  let  up  in 
our  war  on  waste.  Conservation  of  resources,  planning  for  the 
future,  ^nse  spending  and  economy  are  scarcely  less  urgent  now 
than  before  the  armistice  was  signed.  The  savings  movement 
born  of  the  war  should  be  continued  and  developed.  In  fact,  there 
is  a  pressing  need  for  every  agency  and  person  in  the  United  States 
whether  savings  bank,  insurance  company,  manufacturer,  mer- 
chant, miner,  artisan,  farmer,  or  individual  of  whatever  interest, 
to  cooperate  with  the  government  in  its  nation-wide  campaign  to 
make  thrift  a  national  habit. 


Making  National  Di*bts  National  Blessinffs 

By  Simon  N.  Pattk.s.  Ph.D. 
IMiiUirlphk.  Pa. 

TA^  1  ouKK,  Uic  iioUnI  fiimnrtcT  ol  our  (jvil  War.  uiwnlMl 
^  iUv  iiiaxiin:  **\ittioniil  il«»Lu  nrn  f|i|tfffna|  hlnwii^  **  Tkk 
Mi-Ills  11  paradox  ami  yet  iu  truth  can  readily  be  vcrilltvt  The 
thoiiKht  IM  not  that  dtvtructioii  in  Uir  iiioti\-r  for  incJuatry  but 
ratlin  '*  it  neceastty  ia  the  inoth«T  of  invrtitiun.  Mm  ami 
itish  s  are  too  oonservativt*.     ContAillrd  Uy  habit,  tradi- 

tion and  routine  thev  la^  lM*hind  the  actualitiea  whirh  rvoln 
tion  rn^atcvs.  The  woHd  niov«ii  on  by  huge  mulationa  and  not  by 
a  multitude  of  minute  variatioiu.  There  ia  thua  both  theory 
and  fact  hack  of  Jay  (  ooke*a  alogan  even  if  war  abrkrn  will  not 
admit  its  validity.  The  world  today  faces  »tich  rautatioii.  the 
df'fitructive  part  of  which  is  already  apiiarrnt.  War  debU  are  ita 
vLsible  evidence.  The  reconstmctionii  are  ahead.  Wi»rl«l  drl»l* 
are  the  force  which  will  make  us  accept  the  new  order 

This  world  debt  may  be  met  in  two  ways.  If  we  let  blind  focoaa 
decide  who  sliall  lH»ar  the  loss,  a  great  financial  (lanic  will  orrttr. 
World  values  ^^ill  fall  to  a  far  greater  extent  than  the  Icaui  artu* 
ally  incurred  and  he  ^nll  bear  the  burden  whoae  \'aluea  rrlati\-e  to 
others  fall  the  most.  The  nominal  l>earers  of  burdena  are  thua 
not  their  ultimate  lieareni.  The  FVench  did  not  pay  the  tadna- 
nity  of  the  war  of  1870.  The  bills  were  settled  by  the  linaorial 
panic  of  1K7S  tiirough  which  .\menca  lost  more  than 
Hrrausi*  her  values  wen*  mort*  inflatetl  and  hcore  lea 
1  i\  tlie  paNinent  of  the  present  war  d(*bt  as  treatka may, 
and  .\merica  will  )>ear  the  burden  of  it  if  a  financial  panic  de- 
termines on  whom  the  imNinent  shall  rest.  From  him  that 
sluill  U'  taken,  is  tlie  crude  law  of  |Minic9  and  who  is  he  who 
but  .Vmerica.^  Our  war  debt  and  the  inflatioQ  of  iiioiir>' 
which  g(K^  ^-ith  it  amountetl  to  thirty  billion  doBarm.  The  de- 
pn»ssion  due  to  a  world  \uLnic  would  cop*t  us  a  like  sum.  Tch 
pt'ther  our  loaaea  wouhl  U'  a  c|uart<T  of  the  two  hun«lml  billHM 
of  values  we  had  when  tlie  war  began. 

So  much  for  one  way  of  meeting  a  worltl  crisis  by  paying  lor  Ihv 
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war  by  onr  IjIoocI,  sweat  and  suffering  and  then  paying  for  it  again 
by  the  <lisjustcrs  wliich  follow  in  its  trail.  The  other  method  con- 
verts disaster  into  a  blessing  by  making  industrial  readjustments 
pay  national  debts  and  in  addition  create  a  suq^lus  to  enable  other 
long  needed  reforms  to  be  made.  If  the  new  situation  stirs  our 
energies,  removes  prejudices,  overcomes  conservative  stupidity, 
forces  the  use  of  new  industrial  mechanisms  and  so  modifies  our 
political  institutions  that  they  can  function  in  our  modern  world, 
— if  all  these  and  other  available  adjustments  are  made,  our 
diildren  will  bless  the  war  instead  of  regarding  it  as  a  curse. 

It  was  the  debt  of  the  Revolutionary  War  that  forced  the  adop- 
tion of  the  national  constitution,  which  constitution,  through  its 
benefits,  paid  for  the  war  without  taking  a  dollar  from  the  pock- 
ets of  anyone.  Again  in  our  Civil  War  did  Jay  Cooke's  maxim 
prove  its  worth.  Its  debt  was  paid  not  by  the  sweat  of  labor  but 
by  the  great  inventions  of  the  epoch.  The  Western  expansion, 
the  harvester  and  the  sewing  machine  and  the  locomotive,  be- 
sides paying  the  national  debt,  left  a  surplus  for  all  to  enjoy. 
Shall  we  face  debt  as  our  fathers  did  by  corresp)onding  improve- 
ments or  shall  we  cause  disaster  by  stupid  inaction?  Below  is  a 
plan  which,  protecting  industry  from  loss,  would  yield  a  gain 
for  all  to  enjoy. 

Explanations 

In  the  plan  there  is  little  new.  It  contains  merely  a  clear 
statement  of  the  cogent  demands  of  the  leading  agents  in  pro- 
duction in  language  which  can  be  understood  and  accepted  by 
other  agents  and  by  the  public.  The  new  is  not  in  these  demands 
but  in  the  way  they  are  to  be  met.  In  the  past,  each  group  has 
presented  its  claims  and  assumed  that  their  increase  of  income 
should  come  at  the  expense  of  other  agents.  In  contrast  to  this 
I  would  find  what  are  the  legitimate  demands  of  each  agent  and 
then  see  if  these  added  costs  cannot  be  met,  not  at  the  expense  of 
others,  but  by  an  increase  of  industrial  efficiency.  I  make  there- 
fore a  national  budget  of  increased  costs  and  one  of  possible 
improvements  to  see  if  the  costs  of  the  one  cannot  be  paid  out  of 
the  surplus  of  the  other.  If  so  each  group  has  an  interest  in  an 
enlarged  production  which  would  Uquidate  its  claims  without 
creating  burdens  for  others  to  bear.    The  data  I  use  in  this 
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conipiUtion  are  tbose  of  1014  unlcvi  thtftm  pkisly 

All  changot  and  per  onkU  are  dUforeotiatiooa  from  Uiu  ba«r. 

The  urgent  demanda  of  the  worken  are  lor  Awta  hoio,  m^ 
creased  pay,  the  right  to  orgaoiie.  and  compentatkMi  lor  rfak  Md 
diBability.  The  farmen  want  higher  prioeo  for 
reiist  the  increaaed  prices  which  the  '^^f^ntif  of  other 
would  make.  The  kboren  want  more  wi^eo  at  Iho  oqpoBio  of 
capital,  and  employen  deiire  more  profits  thmigli 
oosta.  Each  group  thuji  assumes  a  fixed  national  ti 
niands  an  increaae  of  its  share  at  sonebody^s  cbo  iinmm  1W 
struggle  is  thus  transferred  to  the  area  of  distribution  with  al  lh» 
bitterness  which  such  struggles  make« 

The  national  wage  bill  for  1914  was  ten  billion  doUars.  Thr 
total  national  income  at  that  time  was  perhaps  fortgr  Mihis. 
wages  receiving  on  the  average  about  a  quarter  of  the  rahM  of 
the  goods  produced.  Another  estimate  readies  the  aune  result 
The  population  of  the  nation  was  one  hundred  miHiiMM  T«i 
billions  in  wa^^es  would  mean  one  hundred  doUan  lor  enck  man, 
woman  and  child.  As  the  ty))ical  family  is  composed  of  pmnmlUk 
three  children  and  one  dependent,  this  would  givo  t0OO  as  the 
average  income  of  workmen's  families,  a  sum  verified  by 
available  data.  If  these  be  the  facts,  a  dO  per  cent  rise  in 
would  demand  the  payment  of  five  billion  doUaia 
Much  would  be  returned  in  mcreased  efficiency  but  not 
meet  this  bill.  A  fair  estimate  would  be  that  the  deficit 
would  l>e  about  40  per  cent  of  the  whole,  or  two  bilUon 
To  pay  this,  together  with  the  assumption  by  the  cmpkqfen  of 
industrial  liabihties,  would  involve  an  increaae  of  Ifi  per  cbbI  in 
the  value  of  products  above  those  of  1014.  This  would  be  the 
cost  of  providing  a  decent  standard  of  life  for  workers  other  than 
those  general  changes  demanded  by  the  good  of  the  whole  nation. 

Tlie  need  of  the  farmer  is  primarily  lor  a  stability  of  agrionlliiril 
prices.  At  present,  fanning  is  a  gamble  and  the  aMnlnl 
of  the  farmer  is  one  of  extreme  pessimism.  Thisj 
his  effectiveness  and  prcrvents  the  increase  of  agricultural 
to  the  degree  demanded  by  public  weliara.  A  second  need  is  for 
proUH^^tion  against  race  degeneration  in  rural  communities  and  a 
third  is  for  enforced  cooperative  enterprises  which  wiB 
joint  production  to  be  earned  on  to  an  ad\*antage.    The 
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self-suflicinK  farmer,  however  valuable  in  the  past,  is  now  a  drag 
on  every  rural  community.  Cooperative  fanning  is  as  necessary 
as  large  scale  production  in  industry  and  would  produce  as  val- 
uable results. 

To  gain  a  stability  for  agricultural  prices  demands  not  a  fixing 
of  average  price  but  of  a  point  below  which  prices  cannot  fall. 
At  this  point  goods  must  be  taken  ofT  the  market,  stored  or  trans- 
fonned  into  products  capable  of  increased  transj>ortation,  or  freed 
from  the  danger  of  deterioration.  This  will  be  the  public  cost 
of  stable  farming  but  it  will  be  more  tJian  met  by  the  lower  aver- 
age price.  I  have  excluded  com  and  oats  from  the  action  of 
this  measure  because  their  prices  are  sufficiently  stable  under 
present  conditions.  The  price  of  land  fitted  for  Uieir  production  is 
also  above  the  $100  limit.  The  need  of  price  fixing  is  especially 
apparent  in  the  case  of  wheat  and  potatoes.  All  garden  products 
would  be  likewise  benefited.  Gennany  has  found  a  minimum  price 
of  potatoes  extremely  helpful. 

The  productivity  of  land  increases  as  its  price  rises  until  the 
point  of  maximum  productivity.  I  have  assumed  this  point  to 
be  reached  when  land  is  valued  at  $100  per  acre.  Higher  land 
prices  tend  to  emphasize  net  at  the  expense  of  gross  product  and 
to  increase  the  evils  of  tenant  fanning.  This  evil  should  l>e 
met  by  taxing  rented  land. 

I  also  suggest  a  zone  tariff  for  transportation  in  the  place  of  the 
mileage  rate  now  enforced.  Mileage  rates  make  the  cost  to  the 
consumer  that  of  the  most  disadvantaged  farm  while  the  benefits 
of  lower  rates  for  nearer  points  do  not  go  to  the  farmer  but  are 
absorbed  in  increased  land  values.  A  zone  rate  the  same  for  all 
producers  would  thus  lower  consumers*  costs,  cause  products 
to  be  produced  at  points  of  greatest  advantage,  and  give  stabil- 
ity to  all  producers. 

With  the  solutions  suggested  for  tlie  improvement  of  the  worker 
and  the  farmer  the  public  is  familiar  and  on  the  whole  favorably 
disposed.  If  it  can  be  shown  that  they  are  practical  they  would  be 
eagerly  adopted.  But  the  changes  involved  in  an  efficient  busi- 
ness program  would  meet  with  severe  opposition.  The  doctrine 
of  free  competition  has  been  thoroughly  instilled  into  the  public 
mind  by  ages  of  practice;  the  transformation  to  an  epoch  of  in- 
dustrial restriction  will  therefore  not  be  an  easy  task.     The  fear 
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of  monopoly  in  a  menace  which  can  be  avoided  only  by  a  rigid 
MysU*in  of  tiiate  rt*gulalion.  llic*  rxpfffinMllji  of  tbr  war  cpodb 
havt\  however,  tiliown  how  thU  t«an  be  done  and  iMr  maaav 
ronNtituti*)!  one  of  tiie  ^n'ai  bciiefiUoC  thr  war. 

The  a^iniH*<i  inahility  io  fix  reaiiooahlr  prMm  ctlJicr  for 
or  M*rviceii  hajt  not  provetl  no  Krrai  aji  waa  a—irord 
ktM*pinff  baa  beeonie  a  M-ience  and  coal  aocounta  ■hoald  ba  kapl 
by  t'ven*  large  eHtuhlishiiirnt.  When  nonie  roromon  ayiteiii  of 
aceoiiiitiiiK  haii  l>ei*n  devUtHl  aiul  enforet<d,  MNiml  «»tiitialr»  raa 
Im*  uiacle  an  io  each  dement  of  coat  and  of  the  relalion  of  oail  Io 
profit.  Ileaaonable  prices  and  fnir  profiU  are  Uirn  an  rmay  UA 
to  determine.  Sometime  Uie  tnuuiition  from  cuoi|irtitioa  to 
regulation  muiit  l>e  made.  Wliy  not  make  it  now  when  ila  eftvU 
an*  so  much  ncHxitHl  to  Molve  other  prolileoui?  It  it  throuicb  ibe 
increase  of  industrial  i*fficienc>'  that  the  ctwtji  of  progrrai  mual  be 
met.  Distributive  i»clieme.H  fail  througli  Uie  aaiBMiaitira  Ibey 
create.  Increased  production  and  mutual  aid  are  the  only  nlventa 
of  the  problems  inheritcHl  from  long  ages  of  want,  and  OMMb 
vivi<l  by  the  antagonisms  of  race  and  claxa. 

(tovernment  regulations  of  this  soK  lea\'e  the  iadi^-tdual  aa 
he  is  witii  all  the  variety  of  motive  and  intemt  which 
exhiV)it.  The  scope  of  individual  initiative  and  pmonal 
would  be  largely  increasetl  and  made  real  to  all  cbuara. 
all  the  projKJsed  improvements  made,  no  one  would  note  I 
on  the  street  except  for  the  absc*nce  of  |K>\'erty  and  iba 
of  cheer.  The  difference  would  show  itself  in  the  medMnMn  of 
industry  and  the  coordination  of  effort.  When  men  work  they 
would  work  with  each  other  and  not  at  croas  purpoaea.  In- 
dustrial units  would  be  on  so  large  a  scale  that  the  indix-idnal 
would  be  no  more  conscious  of  them  than  that  the  woHtl  turoi  oa 
ita  axis.  It  is  bad,  imperfect  mechanisma  ao  mall  and  eoaiH 
plicated  as  to  demand  indi\ndual  attention  which  make  u«  Ibeir 
slaves.  Great  mechanisms  are  the  basis  of  perwmal  fn  idon. 
The>'  save  time  and  energ>'  for  objects  of  greater  perMXial  mo- 
ment. FViction  can  thus  Ik*  remo\'ed  and  self- initiative  cBOovr* 
au'.Ml  without  tiie  repression  which  a  Hoae  »ui>er\Uioo  of  individiial 
acts  creates.  It  is  Uie  imiividiial  who  shouhl  br  frrr.  not  thr  grr^t 
mechanisms  of  production. 
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Conclusion 
The  cost  of  the  war  may  amount  to  thirty  billion  dollars  to 
idiich  a  like  sum  may  be  added  if  a  lack  of  foresight  permits  a 
world  crisis  to  generate  its  destructive  power.  A  full  cooperation 
between  worker,  farmer  and  producer  is  needed  to  thwart  this 
cvfl  and  to  create  the  fund  out  of  which  the  deficits  of  progress  may 
be  met.  Mutual  effort  and  the  utilization  of  known  devices 
would  add  from  sixteen  to  twenty  billions  to  the  annual  income 
of  the  nation.  The  cost  of  this  would  not  be  more  than  eight 
billions  and  might  be  much  less.  This  would  mean  a  50  per  cent 
increase  in  wages,  a  5  per  cent  return  on  safe  investment,  $100 
an  acre  as  the  average  price  of  farming  land,  stable  prices  for  all 
agricultural  products,  a  10  per  cent  return  on  active  capital,  a 
sixty  billion  annual  income  and  an  increase  of  national  wealth 
from  two  hundred  to  three  hundred  billion  dollars.  Such  is  the 
change  measured  in  dollars.  The  improvement  in  heath,  longevity, 
education  and  eflSciency  are  equally  apparent.  A  world  is  in  sight 
in  which  none  are  ignorant,  few  die  before  the  age  of  sixty,  where 
poverty  is  unknown  and  disease  ceases  to  terrify.  Shall  we  let 
old  antagonisms  and  senseless  stupidity  keep  us  from  a  goal  which 
mutual  good  will  could  readily  attain? 

National  Budget 
New  sources  of  national  income 

Millions 

Control  of  mineral  products $500 

Increaaed  use  of  tropical  products .  .  500 

The  ultilization  of  chemistry 500 

Improved  maricet  facilities                 500 

Railroad  economies 500 

Decrease  in  adverse  balance  of  trade.  .  .                                  .  .  500 

Water  ri^ti  and  water  ways.  .  500 

Office  ecooomy 500 

Admmistrative  efficiency. .                        1,000 

Food  conservation. . .  1,000 

Prevention  of  disease .  1,000 

The  standardisation  of  products 2,000 

Joint  mass  production 2,000 

StabflisatioD  of  agricultural  prices 1,000 

of  sales  cofU 1,000 

effidmcy  of  labor 3,000 


Total $16,000 
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AoomoirAL  Kathmal  Con* 

Mmmm 
lotcrefi  on  debt  il jMi 

Pouions IjBM 

Sinking  fund I^M^ 

Fromriwof  wsfra. .  tM$ 

CotUof  tnduvtml 
Industml  liability. . 
Ilmlth  fupervistuo . 

Child  culture 

Vocational  training. 
Community  welfare. 

It  u 

lit 


Total 

Fa&m  Maximh 

1.  The  increaae  of  producdoa  comet  not  from  nn  rnUrfod 
acreage  but  from  a  better  use  of  good  laad.  A  bad  year  for  good 
fanners  ia  a  good  year  for  bad  f armen. 

2.  Any  product  which  can  be  raised  south  of  the  bost  lias 
should  be  raised  there. 

3.  Gross  production  is  limited  when  the  price  of  Und  rises  aboiw 
$100  an  acre. 

4.  The  farming  unit  should  not  be  less  than  that  needed  to 
employ  two  men  at  full  time. 

5.  The  dearer  stock  and  toob  are  in  the  end  tlic  cheaper. 

6.  The  home  tises  of  food  are  more  important  than  those  of  tlw 
market. 

7.  Farm  prices  should  not  be  a  gamble  but  a  certainly.  SuUt 
prices  are  better  than  alternating  high  and  low  prices. 

8.  Local  associations  should  control  the  oocupanr>*  of  fanns  aad 
enforce  cooperative  enterprise. 

9.  Every  oomnmnit>'  needs  defensive  measures  to  pfolsei  H 
from  race  degeneration,  and  ooerdve  messuns  to  firaiiois  pr^ 
duction. 

10.  Each  aKricultural  unit  whose  industry  coolonns  to 
interest  should  be  placed  in  a  position  to  compete  on  tlw 
market.     For  this  end  a  sone  tariff  affords  the  best  solution. 

11.  All  staple  food  crops  except  com  and  oaU  tkmM  knns  A 
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guaranteed  minimum  price  estimated  at  80  per  cent  of  the  aver- 
age price  for  the  past  ten  years. 

12.  No  importation  of  farm  products  shall  be  permitted  wliere 
iJio  price  falls  below  the  average  of  the  past  U»n  years. 

13.  Exi)eriinents  of  national  import  sliall  be  made  in  Uie  preser- 
vation of  fooil  proilucts  from  season  to  season  and  when  success- 
ful shall  he  oiK»rated  on  a  sufficient  scuile  to  stabilize  food  prices. 

14.  Elevators,  stock  yards  and  other  means  of  marketing  prod- 
ucts shall  be  made  common  property  subject  only  to  such  fees 
as  are  needed  for  their  maintenance. 

15.  Farm  tools  and  improvements  shall  be  exempted  from  taxa- 
tion except  for  schools  and  roads.  Nor  shall  dairy  farms  be 
taxed  for  more  than  60  per  cent  of  their  value. 

16.  All  rented  land  other  than  to  members  of  the  same  family 
shall  be  subject  to  a  tax  of  10  per  cent  on  the  rent  received. 

Labor  Maxims 

1.  The  working  day  shall  be  limited  to  eight  hours,  the  wet»k  to 
forty-four  hours  and  each  year  shall  contain  a  two  weeks'  holiday 
with  full  pay. 

2.  The  expense  of  removing  the  causes  injuring  laborers  or  re- 
ducing their  vitality  shall  be  regarded  as  legitimate  costs  to  be 
borne  by  each  industry. 

S.  All  attained  standards  shall  be  regarded  inviolate. 

4.  Laborers  shall  favor  industrial  improvements  and  share  in 
their  advantages  equally  with  employers. 

5.  When  labor  is  displaced  by  improvements,  this  labor  shall 
be  compensated  for  its  loss  out  of  the  profit  arising  from  the  im- 
provement. When  this  cannot  be  measured,  the  burden  shall  be 
ac-cepted  by  the  state  and  paid  for  out  of  the  general  surplus  of 
society. 

6.  All  health  regulations  affecting  the  workers  shall  be  regarded 
as  public  charges  if  their  causes  lie  beyond  the  control  of  specific 
industries. 

7.  WTiere  the  work  of  an  industry  incapacitates  or  reduces 
the  efficiency'  of  the  worker  before  sixty,  his  support  Is  a  legitimate 
charge  on  this  industry  until  that  age  is  reached. 

8.  One  thousand  dollars  shall  be  regarded  as  the  minimum 
standard  necessary*  to  provide  for  the  support  of  a  family.     Where 
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!(U|H*rior  trfiicienf*>'  U  deiiuificlcHi  in  any  (iccu|jaUuo,  mttUmd  mi- 
(iitioiial  remunaration  «hall  Im*  ffivm  to  rvob  tbr  nwifcid  ikiB. 

9.  Workm  iihall  not  dnnaml  tiir  control  of  Hm  Jwlwitih^  fai 
wliicli  tiirv  wurk  but  Uu*y  hiuaI  liavi*  tiir  rigiit  of  ooOaotiw  aetl«i 
and  of  cxjllt^otive  di*cUion.  Tlivy  arr  mtitM  to  all  thr  facta  vhidi 
lK*ar  on  wages,  costa,  priors  and  on  industrial  «*ffrr|ivao«n. 
tli«ae  facta  are  given,  no  publkity  idiall  fuUuw  unlw  Um 
ment  and  tiie  workfrn  fail  to  agree  aa  to  the 

10.  >Yorker8  iihall  cx>ntrol  tlu*  conditiona  of  iiMnil>ntiitp  is 
unions,  but  these  rt*Kulationii  shall  conform  to  public  iotrroit  aad 
Im*  subject  to  public  revision. 

11.  The  education  of  cliildren  sliall  continue  until  the  oompl^ 
tii)ii  of  their  ei^htet*nth  year  befon*  which  «fe  thfj  iilttil  be  ex- 
cluded from  induiitr}'  excH*pt  as  |>art-tiinr  apprentkea  nibjret  Id 
the  rules  of  Uie  union  conct*nuMl  and  of  Uie  e«liM*ational  authuril»r», 

12.  Every  industry  shall  supply  tx>ntinuation  «chooU  in  ir  1 
Uie  worker  nuiy  attain  tiie  nuixinunn  efficii*ncy  of  hia  oocupatioii. 

13.  When*  women  and  men  do  tiie  same  work  their  pejf  thaM 
be  the  same.  If  women  are  excluded  from  ummitablr  oecupatioaa, 
corresponding  occu|>ations  slmll  In*  rf*serve<l  for  Uieui  subject  to 
such  n*gulations  as  Uieir  healUi  and  public  welfan*  demand. 

U.  All  industrial  occupations  sliall  In*  conducted  on  the  grouml 
floor  and  eadi  plant  so  isolated  that  tlie  worker  may  have  a  hontr 
of  his  own.  Industrial  plantii  shall  be  at  the  perimeter  and  Bot 
in  the  center  of  each  town.  The  loning  of  cities  fear  this  end 
shall  l>e  enforced  by  public  reguUtion. 

15.  No  taxes  shall  be  laid  on  the  food  of  workcra  nor  shall 
spcx^ial  taxes  be  placed  on  their  clothing  or  on  housing  maleriaL 

10.  Organized  labor  favors  cooperation  with  associations  striv- 
ing to  promote  public  welfare  and  stands  ready  to  do  their  part  to 
make  this  larger  unification  effective. 

BusnnBaa  MAxms 

1 .  Joint  ma.ss  production  shall  be  encouraged  under  such  nini- 
lations  as  conser\'e  public  interest.  To  tiiLs  em!  a  natiooal  lioaffd 
of  industrial  control  shall  be  formed  with  poweta  sfanBar  to  the 
interstate  commerce  commission. 

«.  National  boanls  shall  abo  be  constitutwl  to  contiol  water 
privileges,  forests,  mineral  reaources,  the  standaidtaatiaA  ol 
pnxlucts  and  tlie  protection  of  in>-eiitnients. 


48  Thb  Annalb  of  the  American  Academy 

S.  The  legitiinate  capitalization  of  these  joint  enterprises  shall 
be  their  present  physical  valuation  plus  20  per  cent. 

4.  If  the  present  capitalization  exceeds  tlu's  limit,  one-half  of 
the  net  profits  shall  be  set  aside  to  reduce  liabilitios  or  to  increase 
the  value  of  plants. 

5.  The  return  on  capital  thus  invested  shall  be  double  that  of 
secure  investments.  Any  excess  of  this  return  shall  be  divided 
equally  between  the  enterprise  and  the  public. 

6.  On  the  boards  for  the  control  of  joint  enterprises  both  the 
workers  and  the  public  shall  have  representation. 

7.  In  these  joint  enterprises  injury  to  workers  or  a  reduction 
in  their  efficiency  shaU  be  accepted  as  a  burden  to  be  met  by  an 
increased  price  of  the  goods  produced.  They  shall  not  interfere 
with  the  organization  of  their  employes  nor  refuse  to  treat  with 
them  in  their  collective  capacity. 

8.  All  new  issues  of  stocks  or  bonds,  all  new  corporations  so- 
liciting subscriptions,  all  public  presentation  of  schemes  of  in- 
vestment, and  all  attempts  artificially  to  raise  or  lower  prices, 
shall  be  under  the  national  control. 

9.  No  increase  of  prices  shall  be  permitted  without  national 
consent. 

10.  Where  the  sale  or  purchase  of  conmiodities  involves  foreign 
commerce,  joint  boards  of  control  may  be  established  to  expedite 
such  transactions  with  the  right  to  hold  property,  to  own  ships 
and  to  control  business  facilities  in  the  regions  where  they  trade. 
Such  enterprises  shall  be  allowed  a  double  profit  on  all  capital 
legitimately  employed. 

11.  The  unification  of  existing  railroad  systems  shall  be  per- 
mitted when  such  combinations  permit  a  better  routing  of  goods 
or  prevent  a  duplication  of  facilities.  All  gains  from  agreements 
to  lower  costs  shall  be  used  for  betterments  or  to  reduce  liabilities. 
The  resulting  values  shall  not  be  made  the  basis  of  stock  issues 
nor  of  stock  dividends. 

12.  Where  corporations  have  developed  with  complex  under- 
lying obligations  a  simplification  shall  be  permitted  into  two 
classes,  mortgage  and  stockholders.  Underlying  securities  whose 
holders  refuse  to  be  p>artner8  in  such  simplification  shall  be  taxed 
50  per  cent  on  the  excess  of  their  return  above  4  per  cent  on  the 
original  cash  investment. 
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18.  Mineral  producUi  are  declared  to  be  ouikiai  nauonai 
monB  and  subject  to  mvh  reatricUoiii  ai  to  fiilPtBtfwi  aid 
public  mterest  demands.    All  royahiee  ■■*<?■  J'tig  10  per  cent  ol 
tbe  value  of  the  product  Hhall  be  taied  80  per  oeat 

14.  A  board  for  the  control  of  agricultural 
formed  with  power  to  rcfnilatc  price  and  to 

15.  Retailers  shall  be  permitted  to  enact  piiilcctife  frfulatiom 
subject  to  the  supervuion  of  the  national  board  of  iadiistrial 
trol. 

16.  Joint  exp(*riments  for  the  n*duction  of  costs  shall  be 
coura^^  in  all  fields  of  production.     On  capital 
100  per  cent  pro6t  is  permitted  during  the  first  t  wmtr  Tears  of  Hie 
use  of  product 

POOTBCRIPT 

The  program  outlined  above  would  su£Boe  to  meet  our  intenal 
problems  yet  the  same  difficulties  are  encountered  oo  a  mtidi 
larger  scale  in  our  intcmatioiial  rriatioos.  Many  ■alioM  ans 
likely  to  be  unable  to  meet  their  obligatiaiis.  Etoi  Fkaoos  is  not 
free  from  the  danger  of  bankruptcy.  We  may  therefore  be  oooh 
pelled  to  enter  into  foreign  alliances  to  stem  a  world  tide  of 
disaster  even  if  our  home  affairs  are  satisfactorily  oared  for. 

lliree  policies  are  open  to  us.  An  international  league  of  peace, 
an  alliance  with  England  and  a  policy  of  isolation.  A  league 
of  |H*ace  has  moral  and  political  a<lvantages  but  its  iaBmiini 
on  Uie  economic  situation  would  be  limited.  We  can  mtattm^ 
fully  continue  a  policy  of  isolation  only  by  the  ad<iition  to  our 
territory  of  lands  to  the  south.  We  have  scarcely  aqy  land  fnnr 
from  frost  while  tropical  products  are  of  increasing  n 
With  this  modification,  a  policy  of  isolation  cx>uld  bo 
cally  successful.  We  are  not  yet  dependent  on  worid 
for  tlie  neefUxi  industrial  expansion. 

There  would  however  be  many  gains  from  an  eooooaa 
with  England  to  safeguard  our  worid  intewits  and  to  give  our 
ideals  and  traditions  a  lasting  supremacy.  The  oosliol  o(  Um  aaa 
\s  now  Anglo-American.  If  it  were  used  for 
not  only  could  economic  pro»|)erity  be  given  the 
but  much  could  be  done  to  ensure  political  stability. 

The  key  to  world  peace  is  in  the  control  of  the  aea.    Tlnae  who 
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control  it  also  s)ia|M'  world  ideals  and  maki'  world  traditions. 
Economic  pros|HTity  is  llnis  Uie  forerunner  of  world  unity  and  this 
prosperity  is  now  in  Anglo-American  hands. 

It  sivnis  advisable  therefore  to  complement  iuternjil  econouiie 
solutions  with  lliat  larger  world  solution  for  wliicli  the  ]K)siti()!i 
and  importance  of  our  race  have  made  us  responsible.  The  maxims 
which  follow  would  give  an  external  security  as  great  as  that  to  be 
obtained  by  the  internal  policy  above  outlined. 

Anglo-American  Maxims 

1.  The  English  and  American  jx»ople  are  declared  to  be  an  in- 
separable coterminal  unit  with  mutual  rights  and  duties. 

2.  Our  inherited  institutions,  ideals  and  traditions  are  declared 
to  be  the  only  basis  of  a  new  world  order.  No  nation  shall  be 
treated  as  an  equal  which  does  not  accept  them  in  their  entirety. 

S.  No  binding  treaty  shall  be  made  with  other  nations  except 
by  the  knowledge  and  consent  of  both  nations.  Any  existing 
treaty  \aolating  this  provision  shall  be  revoked. 

4.  The  assent  of  the  Irish  race  is  indispensable  to  this  unity. 
Their  rights  and  sentiments  shall  receive  equal  consideration  to 
that  of  other  integral  parts  of  the  alliance. 

5.  America  shall  have  a  sup)er-sovereignty  over  the  American 
continent.  America  and  Australia  shall  have  a  like  sovereignty 
over  the  Pacific  ocean  and  its  islands. 

t-  6.  No  nation  shall  have  the  freedom  of  the  sea  for  its  products 
which  subjects  its  exports  to  any  excise  tax  unless  the  proceeds 
are  used  solely  for  health,  sanitation  or  industrial  improvement. 

7.  No  nation  shall  be  given  the  freedom  of  the  seas  for  its 
products  which  oppresses  any  part  of  its  subjects  on  account  of 
religion,  race  or  other  prejudices.  Nor  shall  they  keep  armies 
beyond  the  need  of  internal  protection. 

8.  All  the  mineral  resources  of  the  world  shall  be  subject  to  sea 
ocmtrol  if  their  shipment  is  necessary.  Nor  shall  tropical  advan- 
tages or  tropical  people  be  exploited  by  any  one  for  selfish  ends. 

9.  The  control  of  every  sea  is  essential  to  these  ends.  All  ac- 
quired rights  shall  be  maintained  and  every  precaution  taken  to 
make  this  control  effectual. 

10.  This  control  shall  not  be  used  for  the  material  advantage  of 
any  part  of  the  Anglo-American  realm.     Nor  shall   it  be  used 
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to  colKH-t  <l«l)t^  ill  foreign  countries  uur  locnlortx*  law*.  Subject 
to  iii*cT.s.Hary  rojitrictioiui  the  trade  aod  ruititiirtrv*  til  iUr  mt»M 
■hall  be  open  to  all  on  equal  temui. 

11.  Adjunct  states  may  be  fanned  by  rtlbrr  natioa  wttinn  lU 

afihere  of  influence.     Such  stateii  iihall  control  their  local  aHair^ 

subject  to  Mucli  n^piliitiona  and  lnnitation»  a^  an*  needed  to  fifr- 

re  tiic  alliuucc  und  to  extend  itn  inf!u«*nce. 

H.  A  s|R*<ial  iiU|)€rvuiioo  nuiy  be  exerdaed  ovtr  aUIr*  ciritan* 

ung  theuiiiclvei}  on  an  Anglo-American  baaia.     For  tlua  cod  Aaia 

inor,  Persia  and  China  are  decUred  to  be  under  Anglo- Am>f<wi« 

rotectioD. 

IS.  No  intcrfen*nce  in  the  allau n  «ii  iii<i<-)M-iiiimt  naticMu  *%  w 
tendeil.  They  shall  have  tiie  »aine  right  of  M^lf-initiatnl  |ir ogress 
which  tlie  Anglo- American  race  dain^  for  itjielf . 

14.  The  control  of  infc^ctiouit  diM*aiM*  in  declared  to  be  awmtial 
to  tiie  success  of  thi^i  aUiance.  For  this  purpose  a  lax  m«v  Im> 
laid  on  ocean  conmierce. 

15.  International  commerce  may  also  be  organiaed  and  nasa 
prmliK  tioii  cncouragetl  so  that  a  net  profit  may  be  crrmted  to  poy 
liu*  (U'ltts  of  nations  incapable  of  nuvting  tlieui. 

16.  Other  codrdinate  nations  may  be  admitted  to  this  alKaaer 
if  they  accept  these  principles  and  |M*rmit  public  opinion  to  be 
Meil  by  the  same  moral  forces  which  create  Anglo-.\nicncan 

iiuienL 
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The  Readjustment   of  Industry   in   the   United 

Kingdom 

By  C.  Deusle  Burns,  M.A.» 

London,  England 

^I^HE  industrial  problem  during  the  transition  from  war  to 
-'-  peace  is  only  in  part  administrative.  Especially  in  Eng- 
land, where  the  state  has  never  entered  into  industrial  life  with- 
out hesitation,  the  problems  of  manufacture  and  commerce  will 
probably  continue  to  be  dealt  with  by  private  enterprise.  Even 
in  the  confusion  which  may  result  from  the  sudden  end  of  a  great 
war,  the  government  official  is  not  regarded  as  the  best  person  to 
solve  problems  of  industry;  and  therefore  the  activity  of  the  cen- 
tral government  is  confined  to  supervision  and  regulation  of  in- 
dustrial life.  Our  statement  of  Uie  issues  involved  in  the  indus- 
trial transition  is  limited  and  defined  by  these  facts,  and  we  shall 
describe  the  problems  and  the  solutions  adopted  from  the  point 
of  view  of  administration  and  governmental  policy  and  not  from 
the  point  of  view  of  commercial  or  financial  interests. 

(JOVERNMENT  PREPARATION   FOR  RECONSTRUCTION 

Reconstruction  has  been  recognized  since  early  in  1916  to  be 
one  of  the  tasks  of  the  Government  which  would  necessarily  fol- 
low the  war.  Under  the  Asquith  Government  of  that  date  a 
Committee  of  the  Cabinet  was  appointed  in  March,  1916  to  con- 
sider the  problems  and  to  prepare  a  policy  for  the  time  which 
would  immediately  succeed  the  war.  That  Committee,  with 
various  sub-Committees,  began  the  devising  of  a  plan  for  demobil- 
izing  the  army,  discharging  civil  war-workers  and  other  urgent 
after- war  issues;  but  it  also  considered  problems  of  permanent 
policy,  such  as  housing,  education  and  the  rest. 

At  that  time  the  great  transformation  of  the  engineering  in- 
dustry for  the  manufacture  of  munitions  had  not  been  completed, 
and  the  industrial  problems  of  the  future  transition  to  peace  ap- 
peared to  be  largely  problems  of  the  supply  of  labor.     When  the 

« Mr.  Burns  is  author  of  "Political  Ideab,"  "The  World  of  Stotes,"  and  "The 
Morality  of  Nations."— Tbe  Edftob. 
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Uojd  G«orge  Ministry  took  othce  at  Um  «Bd  d  1916,  Um 
«ation  of  aftoMnr  probleiiit  wm  eontiDtMl  bj  Uie  oU 
mitteet:  iiniil,  in  Marc*h.  1017.  a  RMonrtnwIk 
••d,  contistinic  of  penocui  of  •tnadii^  in 

I  ml  ii.  industrial  and  politiraf  vxprrimcr,    Thb 

( V>nijnitU^  was  to  advbk'  tiu-  (luvfniiiimt  on 

^ind  it  continued  to  operate  until  August,  1017.  when  tlie 

•f  Reoonstnirtion  was  created.*    The  old  sob-cofluniti 

tinued  to  exitft  and  new  committees  were  appoialed.    The  hi* 

<  luslrin!  problems  had  by  that  time  become  very  eooqrikslid;  mud 
Dr.  A(I<lis(>i),  the  first  Minister  of  Reooostnictioii*  who  had  klcly 
Ix-t-ii  MiiUNter  of  ^funitions,  waji  well  aware  of  the 
which  the  inunense  production  of  munitions  had  created  hi 
cheniical  and  metal  trades. 

The  investigation  of  the  after-war  industrial  problons 
considerably  extended  by  the  Ministry  of  Reconstnactioii.  Ab 
.VdNnsory  Council  to  the  Minister  was  appointed,  which  ronsistad 
of  leading  men  and  women,  both  on  the  Ubor  side  and  oo  that 
«)f  employers.  The  problems  of  Finance,  Commcroe,  IVaosport* 
liaw  Material  Supply,  and  many  others  of  a  similar  nature*  wm9 
tarefully  considered;  and  a  special  committee  was  appointed  Id 

<  onsider  possible  developments  in  the  Engineering  industry. 

The  policy  of  the  Government,  therefore,  followed  the  same 
lines  as  had  been  adopted  by  the  Asquith  Government,  in  prepar- 
ing a  general  scheme  first  for  the  transition  problems  and  terotkHy 
f«>r  the  more  permanent  problems  of  rcadjusliiirnt  to  peace  coo- 
•  lit  ions.  There  had  been  a  Cabinet  Committee  of  the  beads  of 
I  \<  cutivc  Departments  and  afterwards  an  Ad\Tsor>-  Committee  of 
'  \i  i-rts;  and  now  there  was  a  responsible  Minister  with  a  Departr 
111*  nt,  and  experts  as  advisors.  The  organisation  of  the  I>^- 
partment  was  based  on  the  distinction  between  the  dilTcieBi  pftib> 
letns  as  far  as  they  could  be  foreseen  in  1017;  and  the  method  of 
NX  <  >rk  was  still  largely  through  the  investigations  undertaken  er  the 
advice  given  by  Committees.*    Naturally,  tlie  Ministry  was  not 

•NewMiiuftnetAct;7aiKl8.G«orgeV.,cki4.oftl,vin,l»17.  Fbrlhtdt- 
Uils  of  the  work  and  organisatioQ  9!  the  MinisUy  of  RuiMi^iwtina,  tm  lh» 
Annual  fUport 

•  The  folkiwing  is  A  list  of  the  chief  CommittM  wlrich  deal  with 
Old    sub-CommitUer-Africtiltanl  Pdky.   CodI 
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OOnocmed  with  indiistrial  and  roinnuTcial  rcadjustiiuMit  only. 
ftoblans  of  social  ajnelioration,  housing,  education  and  the 
machinery  of  ijoveriunent,  were  also  dealt  with,  but  here  we  shall 
be  concerned  only  witli  tJiat  part  of  the  work  which  was  affected 
by  and  which  affected  industrial  adjustment  in  war,  and  after 
war  to  |K»ace  conditions.  The  cost  of  the  Ministry  of  Ilt»con- 
struction  was  given  in  an  official  statement  of  June  17,  1918  in  the 
House  of  Commons,  in  comparison  with  certain  other  costs;  l)ut 
it  must  be  understood  that  the  cost  includes  ex|)enses  of  mcinlxTs 
of  Couunittees: 

Depttrtmeni  Total  Total  Annual 

Staff  Cost 

Ministry  of  Munitions .  10,80U  £2,775,1 70 

War  Office 10,100  2,206,538 

Ministry  of  Lab«>«ir  5,763  756,268 

Board  of  Trade  4,800  780,000 

Ministry  of  Reconstruction 112  24,935 

The  Ministry  of  Reconstruction 

The  Ministry  of  Reconstruction  formed,  as  it  were,  an  outlook 
post  before  hostilities  ceased.  It  had  no  executive  powers  and  it 
was,  therefore,  dependent  upon  the  older  departments  both  for 
the  knowledge  which  past  experience  had  given  them  and  for  the 
carrying  out  of  any  measures  which  could  be  adopted  while  the 
war  lasted.  Most  of  the  executive  departments,  however,  were 
too  much  absorbed  with  the  work  involved  in  war  organization 
to  devote  much  time  to  the  preparation  of  post-war  policy;  and 
in  any  case  the  problems  of  peace  needed  to  be  seen  from  some 
central  point  of  view.  Coordination  of  the  inquiries  preliminary 
to  action  by  the  executive  departments  was  therefore  necessary; 
and  to  this  the  Ministry  of  Reconstruction  added  the  advice  and 
experience  of  those*  who  were  outside  government  offices  and  were 
intimately  acquainti»d  with  finance,  commerce  and  industry. 

When,  at  the  end  of  October,  1918,  it  was  clear  that  hostilities 

Acquisition  of  Land,  Demobilization  of  the  Army,  Relation  of  Employers  and 
Employed,  Civil  War  Workers,  Demobilization.  New  Committees — Chemical 
Tnules  after  the  War,  "Sew  Industries  in  Engineering,  Supply  of  Raw  Materials, 
Trade  Combinations  and  Trusts,  Currency  and  Exchange,  Financial  Facilities 
for  Trade,  Financial  Risks  in  the  holding  of  Stocks,  Raw  Material  for  Building, 
Financial  Aasistance  for  Housing. 
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would  soon  oeaae,  the  MiniiiU*r  of  BaoowlmctifMi  was  Mb  Id  pi^ 
tfent  a  definite  aebenie  for  cl«*tiiobilii»lioti  and  o^hvr  tfiMiliMi 
meatures  to  the  Govenitnent;  and  imiBfidhitaljr  altrr  the  AmMkm 
was  declared,  l>r.  AdciiMii  nuMle  an  annouaeHMBi  m  IIm 
of  Coimnonii  of  tiu*  chief  pointj  in  tiir  poliflgrvUdi  tht 
ment  had  decided  to  adopt :«  and  variouji  official  aolkaa  in  the 
Press  were  issued. 

Thai  is  the  history  of  preparations  for  solviQC  the 
the  readjustment  of  industry.  We  may  now  review  ttm 
lems  themselves  in  greatcT  detail  and  expUin  the  inarhio«y 
was  at  the  disposal  of  the  Gorcrament  tut  d<*alinir  with  them.  Ob> 
vioiisly  it  was  impossible  to  foraee  all  tiir  difficulties  which  havw 
arisen  and  many  of  those  which  will  undoubladty  arise  in  the 
near  future.  It  was  cK'arly  im|>ossible,  for  example,  to  foRMa  Uk 
suddenness  with  which  tlic  war  wouhl  end.  But  on  the  whole, 
the  genend  situation,  as  we  now  know  it,  wa»  foreeMD  md  the 
preparations  made  have  proved  to  be  useful. 

Effects  of  War 

In  order  to  understand  the  problem .  however,  it  is  ntttmmry 
to  review  first  Uie  adjustment  of  industry  to  war  conditions  and 
thru  to  descril>e  the  readjustment  for  the  transition  from  war  to 
fM  Hv;  for  industr}'  of  January  1919  was  very  diflferent  from  in- 
ry  of  1914,  and  it  was  the  difference  which  made  most  of  the 
iiiu  ultii*s.     The  industrial  problem  became  gradually  more  com- 
plicated as  the  war  gn*w  longer.     In  the  later  niontlu  of  19  U. 
it  may  have  been  possible  to  think  of  a  mere  restoration  of  the 
>ld  situation  as  soon  as  the  war  ended.     But  by  the  middle  of 
lin.5,  it  became  obvious  that  the  proportionate  strmKth  of  dif- 
f« Tt  at  industries  was  changing,  that  new  developments  wrrr  oe- 
(*urring  in  some  industries  and  that  it  would  be  quite  imposaiWe. 
M  if  it  were  dt*siral>le,  to  go  back  to  the  situation  of  Anfurt* 
^      The  markets  of  the  world  had  changed,  the  old  traa^MTt 
rout*  s  were  closed  or  ver>'  much  modified,  the  majority  of  thr 
tiouiU  produced  were  different,  and  a  great  part  of  the  a\'ailaUr 
labor  of  the  world  was  under  arms.     It  was  expected  that  the 
financial  system  would  colUpse,  that  the  world  wouki  starve  and 

*  Hannnl.  Commoit  November  IS.  If  18. 
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tiutt  the  new  situation  could  not  last  for  more  than  three  years. 
But  an  adjustment  took  place  in  the  world  at  lar^e  and  in  the 
United  Kingdom,  until  in  1018  the  organization  of  life  on  a  war 
basis  seemed  almost  natural  and  great  numbers  had  lea.rned  to 
take  advantage  of  the  changes  which  the  new  situation  offered. 

Government  Action  Atfecting  Industry 

The  changes  in  industry  during  the  war  may  be  distinguished 
into  those  which  were  due  to  Government  action  and  those  which 
were  the  consequences  of  the  world  situation.  The  latter  began 
to  operate  in  August,  1914,  in  regard  to  employment  and  this  was 
the  first  obvious  industrial  problem  which  had  to  be  dealt  with. 
Shipping  was  dislocated,  orders  were  cancelled,  men  left  the  works 
for  service  in  the  army  and  the  general  result  was  that  works 
closed  down  and  great  numbers  of  men  and  women  were  unem- 
ployed. The  general  public  appeared  to  be  affected  by  the  begin- 
nings of  panic  in  regard  to  foodstuffs  and  the  common  cry  which 
was  used  to  keep  industry  going  was  "Business  as  usual." 

When  the  situation  cleared  somewhat,  the  cry  was  raised  that 
we  should  take  the  opportunity  to  "Capture  German  trade";  and 
indeed  it  was  obvious  that  the  supply  of  the  markets  of  the  world 
was  likely  to  be  considerably  modified  by  the  naval  situation. 
We  need  not,  however,  relate  the  victory  of  the  industrial  changes 
which  immediately  followed;  for  Government  action  in  regard 
to  industry  soon  became  the  most  universal  source  of  change. 

The  natural  and  non-administrative  causes  of  industrial  change 
were  such  as  the  diminished  quantity  of  goods  produced  and  the 
limited  supply  of  transport.  This  began  the  general  increase  of 
prices  which  was  sjjeedily  assisted  by  various  methods  of  inflation. 
Hesitancy,  uncertainty  and  a  general  ignorance  of  what  the  situa- 
tion would  be  in  the  near  future  all  caused  industrial  change;  and 
none  of  these  were  directly  due  to  governmental  action.  But 
social  life  is  one  system  and  it  is  perhaps  too  abstract  to  distinguish 
the  natural  from  the  administrative  causes  of  industrial  change. 
In  any  case  we  are  here  concerned  only  with  the  administrative 
Government  action  with  regard  to  industry  begun  for  the  pur- 
pose of  raising  men  for  the  army  and  increasing  the  supply  of 
munitions.  The  first  and  ultimately  the  most  important  changes 
introduced  had  to  do  with  "dilution"  and  Trade  Union  practices. 
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lie  iiiiine<iimt4s  purpooe  was  to  increooo  Um  lopply  «l  lohor  lor 
thi*  meUl  and  chemical  Iradca  and  to  nako  labor  mora  ** 
The  increaoe  of  supply  wao  to  be  obtained  by  the  aoa»  in 
ing  worka  chiefly,  of  women  and  unaUUad  wnmi  and  iiM4>nity  wia 
to  Ik*  iiiipfoved  by  removing  tii<;  rognlalioBi  by  whidi  the  TVndo 
Unions  had  hitherto  preocnred  the  intcmts  of  skilled  men.  The 
iemand  for  soldiers  and  munitioo  workffo  abooibod  aB 
iiloyed,  drew  back  into  industry  the  older 
introduced  boys  and  girb  into  industry 
and,  above  all,  caused  a  transfer  from  peaoe  fndnolrios  to 
dustries.  This  transfer  was»  naturally,  due  b  part  to  other  ( 
than  Government  action,  as  we  have  noted  above;  but  thoj 
result  on  employment  may  perhaps  beat  be  ezplaiBed  at 
point  The  following  are  approximate  figures  to  show  soom  oI 
the  changes  which  occurred : 


Ocxrupatioo 

Urn 

Wo— 

July,  1014 

Aprfl.  1018 

July.  1014 

ApfCliit 

Baflding. 

Minet  and  Quarries 

Vfetsb 

Ckemiesls 

Teztil«s 

OM.OOO 

l.MO.OOO 

1,6S4,000 

150,000 

005,000 

450.000 
1.050,000 

m/no 

405,000 

7.000 

7,000 

170.000 

40,000 

07,000 
MUIOO 

Total     Industriet      (including 
othen) 

0.108.000 

4.000,000 

t.170,000 

t.7is/m 

Asriculture.  . 

Tmaqiort 

800.000 
1,100.000 

sz 

njooo 

iZ 

ToUl  Occupatloiit*  (including 

othen) 

10.000.000 

8.C10.000 

S.f70.000 

\jmjM 

*Slioirtan 
i  few  othen. 


We  may  now  look  more  ckxely  into  the  naturr  of  the  Govcin- 
inent  action  which  partly  effected  theoe  changes;  and  here  the 
most  prominent  issue  is  that  of  the  Government  pledgrs  in  rcftard 
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to  Trad^  l^nion  practices.  The  customs  and  practices  in  regard  to 
the  amount  of  work  to  be  done,  the  class  of  worker  who  was  to 
opcrmie  a  certain  type  of  machine,  and  other  such  regulations 
enforce<!  by  Uie  skilled  Unions,  restricttxl  the  output  of  war  mate- 
rial. It  has  long  been  a  tradition  of  employers  that  IVade  l^nion 
customs  and  practices  are  restrictive;  and  output  has  long  been 
the  chief  purpose  to  which  employers  of  labor  have  devoted  their 
minds.  In  the  same  sense,  the  shipov^Tier  usually  regards  regula- 
tions as  to  a  load-line  as  restrictive;  and  he  is  more  interested  in 
the  output  of  cargo  than  in  the  space  for  the  crew.  But  all  regu- 
lation can  be  regarded  as  restrictive  from  one  jx)int  of  view;  and 
from  the  Trade  Union  point  of  view  the  restrictions  were  regula- 
tions aiming  at  reducing  to  order  the  chaos  of  the  labor  supply. 
The  customs  and  practices  were,  therefore,  believed  to  defend 
labor  from  exploitation  and  were  to  be  supported  on  the  same 
grounds  as  were  the  Factory  Acts  or  the  relevant  j)arts  of  the 
Merchant  Shipping  Acts. 

It  was  clear,  however,  that  a  fundamental  difference  in  the 
method  of  regulation  existed,  in  that  IVade  Union  practices  were 
enforced  by  the  parties  chiefly  concerned  and  not  by  the  State. 
The  Government  of  the  day  accepted  the  idea  that  a  larger  output 
could  most  easily  be  obtained  by  the  removal  of  all  regulative 
restrictions  on  the  use  of  labor;  and  the  State  led  the  way  by 
withdrawing  some  of  the  prohibitions  under  the  Factory  Acts  in 
regard  to  overtime,  the  labor  of  women  and  children  and  in  regard 
to  occupations  hitherto  classed  as  dangerous.  Some  of  the  reports 
of  the  factor}'  inspectors  indicate  that  employers  often  went 
further  than  was  intended  by  the  Home  Office  and  paid  no  atten- 
tion at  all  to  the  old  regulations.  But  apart  from  the  exaggerated 
de\'otion  to  output  at  all  costs — to  others  (which  is  often  held  to 
be  of  the  essence  of  good  business  management)  there  was  a  gen- 
eral feeling  that  the  old  preservation  of  health  and  life  must  be 
subordinated  to  the  supreme  national  need.  Industry  was, 
therefore,  considerably  affected  by  the  removal  of  the  customary 
"inhibitions**  and  restrictions.  The  Home  Office  assisted  in  the 
negotiations  leading  up  to  various  agreements  between  employ- 
ers and  employed  in  regard  to  pre-war  customs.  These  agree- 
ments generally  were  to  the  effect  that  women  might  do  work 
hitherto  done  by  men;  and  this  was  agreed  by  Trade  Unions  in 
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the  following  among  other  tnulm— ^oUoo.  wooUni.  4ydiw  awl 
bleaching,  lacv.  whokaale  elothmg.  kIovcs,  booU  and  rfiow,  iohi 
and  iiilviT.  ohina.  oil-fMHHJ,  and  ImkiiiK.  Tbr  Irrtiu  of  the 
menU  ^t*iit*rally  ran  thiiM:  "It  in  niuttially  mgrm^  ihrni 
may  n*aM)nably  bt*  finpluyt**!  upon  c^erlain  opcraliona  UlkiVto 
ordinarily  restricted  to  male  labor — that  tiiui  aiptaaMBt  m  aa 
ciiMTk't  n<  \  priivi.sion  and  lihall  have  effect  only  during  thr  con- 
tiiM  II  ut  tii«  prt*«ent  war/'  It  mi  dear,  tlwfefote^  thai  ao  lar 
'*Home(HIice**agreenH'nta  go,  the  partka  do  not  depend 
ii|xin  any  state  action  for  the  enlabliehnient  or  the  ft>*^i^fffti  ol 
>tihstitutc<i  female  Ial>or.  The  effect,  however,  haa 
Hit  nsi>;  and  it  cannot  now  be  8eparat(*d  front  the  effect  <if 
in  the  munitions  traders  which  were  the  direct  resulta  of  f  toircm- 
ment  action. 

Changes  in  Trade  Union  Practicbb 

Trade  Union  practices  have  been  changed,  united  or  abolished 
during  the  war  in  the  munition  trades  as  a  result  of:  (1)  Iha 
Treasury  AgreemenU  of  March  19  and  25, 1915;  «)  Pledges  given 
by  Mr.  Lloyd  George  on  June  iS  and  <8  and  September  9.  1915, 
by  Mr.  A.squith  on  August  8,  1915,  and  by  Bir.  Montagu  on 
AugUHt  15, 1915,  each  speaking  for  the  Go\'emment:  and  (S)  the 
Munitions  Acta  of  1915  and  1916.  A  preUminar>'  agreement  ba- 
tween  the  Engineering  Employers  Federation  and  many  cngineiir^ 
ing  Trades  Unions  Ls  knoi^n  as  tiie  ShelUand  Pu!m*s  Agreement  of 
BCarch  5,  1915;  and  thi.s  led  tiie  way  to  (lovemment  action  in 
regard  to  engineering.  The  result  was  that  women  wrre  snb> 
stituted  for  men  and  unskillt^  for  stkilled  men;  processes  were  f|dil 
up  in  order  to  ^  "  -  n  to  different  typ<'a  of  workers;  chaafes 
Were  iiuule  in  in-  of  |>ayment  and  hourn  of  work;  and  thr 

whole  apprentice  sy.stem  was  affected. 

AlM)ut  ^0.000  rtKxirds  of  such  changes  an*  in  tlie  hands  of  wamm 
IVade  Unions  and  of  tlie  Government  and  tJiis  lianily 
the  actual  number  of  changea  made  in  the  different 
shops.  But  obviously  the  chief  change  has  been  in  thr  substitit- 
lion  of  female  for  male  labor,  or  the  "diluting"  of  skilled  labor. 
Here.  tJien,  is  an  immense  adju-stiuent  of  industry-  in  rrgnrd  to 
labor,  to  which  the  Trade  Unions  concerned  ha\-r  agreed  on  the 
expreas  and  repeatedly  emphasised  conilition   that  it  is  to  laA 
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only  for  the  duration  of  the  war.  The  readjustment  to  peace 
renders  it  necessary,  therefore,  to  consider  the  whole  question 
of  TVade  Union  practices  and  particularly  in  tlie  engineering  in- 
dustries. 

Pmrtlicr  changes  during  the  war  have  been  made  through  the 
Labor  Department  of  tlie  Ministry  of  Munitions.  The  mobility  of 
labor  from  place  to  place  was  secured  partly  by  the  institution  of 
War  Munitions  Volunteers  and  an  attempt  was  made  in  the 
dosing  days  of  the  war  to  regulate  the  supply  of  skilled  men  by  a 
method  which  was  unfortunately  named  an  "embargo.**  But 
these  do  not  constitute  problems  for  the  readjustment  to  peace 
since  they  are  measures  which  had  only  ephemeral  effects. 

The  Wages  System  was  affected  by  the  awards  of  the  Com- 
mittee on  Production  and  by  orders  under  the  Munitions  Act  of 
1917.  In  general  it  may  be  said  that  the  change  resulted  in  a 
form  of  compulsory  arbitration  during  the  war  and  the  settlement 
of  wage  disputes  by  a  Government  Committee;  further,  the 
changes  of  rate  were  in  the  direction  of  raising  the  level  of  wages 
in  most  industrial  occupations.  The  effect  on  the  after- war  prob- 
lem is  dealt  with  below;  but  here  it  may  be  said  that  (1)  Govern- 
ment contracts  made  it  easier  to  raise  wages  and  (2)  in  some  cases, 
as  in  Railways,  the  new  rates  of  wages  could  not  possibly  be  paid  if 
the  industry  were  to  go  back  to  its  pre-war  organization. 

Material  for  Industry 

In  regard  to  material  for  industry,  Government  action  in- 
creased the  supply  of  steel,  wood,  leather  and,  latterly,  foodstuffs. 
At  the  time  when  hostilities  ceased  material  for  munitions  was 
controlled  and  distributed  through  the  Ministry  of  Munitions, 
material  for  army  clothing  through  the  War  Office  Contracts 
Department  and  foodstuffs  through  the  Ministry  of  Food.  The 
control  system  may  be  reviewed  under  these  heads. 

After  some  preliminary  action  under  the  Defence  of  the  Realm 
Acts,  the  Munitions  of  War  Act  of  1915  gave  power  to  the  Minister 
to  take  the  whole  output  of  any  munitions  factory  or  to  take  over 
and  use  such  a  factory.  Under  the  same  Act  a  special  class  of 
controlled  establishments  was  arranged  in  which  there  was  a 
limitation  of  profits  to  six-fifths  of  the  pre-war  standard.  The 
whole  of  imported  ores  has  been  in  the  hands  of  the  Ministry  of 
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Munitions  and  Uie  niCTchmnU  therefore,  ha*  been  put 
the  war,  in  this  matter  as  well  as  in  regard  lo  ttuB  eontMt  beti 
the  maker  of  material  and  the  user,  ^^^^n^  and  look  in 
engineering  works  have  Ix-en  rationed  amfli^  IIm  inm  bjr  tlw 
Ministry  of  Munitions;  and  tlie  price  gifm  1^  tba  fllili  haa  btm 
l»used  not  on  nuirket  conditions  but  on  a  **oosttiigs**  ayalta  lOMfar 
which  the  firniM  were  given  what  waa  deemed  lo  be  a  *^lair** 
nrofit.     It  will  be  understood,  therefore,  that  there  wai 

ble  readjustment  of  those  industries  which  suppliod 
of  war;  and  even  if  on  the  termination  of  the  war  the 
and  chemical  trades  go  l>ack  to  their  pre-war 
experionct*  of  the  war  and  the  experiments  then  made  wOl  not  ba 
forgotten.  These  experiments  will  probably  continue  lo  affeei 
the  industries  in  the  future. 

In  regard  to  wool,  the  Government  through  the  War  OBoe  Con* 
tracts  Department  purchased  the  whole  of  the  Australian  dip. 
This,  with  other  special  supplies,  was  used  to  provide  amy 
clothing  for  all  the  Allies  and  the  residue  was  aUocaled  for  civ3iBn 
use.  The  raw  wool  was  actually  owned  by  the  BritiBh  GoivcnH 
ment.  The  price  was  kept  by  purchase  under  large  contrads 
lower  than  the  general  world-price  and,  tlierefore,  the  armies  of 
the  Allies  were  clothed  more  cheaply  Uian  they  would  otherwise 
have  been.  The  manufacture  of  Uie  woollen  clotiiing.  however, 
had  also  to  be  organised  in  order  tiiat  the  abnormal  situation 
should  not  react  unfavorably  on  the  or^aniEation  of  the  wooUcn 
industry.  The  industr>'  b  carried  on  chiefly  in  Yorkshire:  it  is 
highly  organised  there,  both  on  the  side  of  the  empfeycts  and  on 
that  of  the  workers. 

It  was  therefore  found  possible  to  set  up,  at  Bradford,  the 
Woollen  Control  Hoard  consisting  of  ele\en  representatives  d 
empbyers,  eleven  of  Trade  Unions  and  eleven  of  the  Slattf.  This 
Control  Board  was  attached  to  the  War  OflTire  Contracts  Depart* 
ment,  but  was  an  independent  authority  for  the  sllunating  ol 
iupplies  of  raw  material  to  the  different  mills.  And,  in  splt«  of 
the  natural  English  opposition  to  Government  inteffermee,  the 
Control  Board  appears  to  have  proved  iUelf  satisfactory  to 
interested  in  the  woollen  industr}'.     In  it^  pboe  at  the 

f  hostilities  a  Wool  Council  was  set  up  which  is  to  cany  ob  •s 
long  as  necessary  the  supervision  over  the  allocation  of 
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to  the  nianufaclurers.  During  the  war  al)out  93  per  cent  of  the 
wool  has  lieen  used  for  Government  orders,  and  only  7  per  cent 
has  been  left  for  civilian  uses.  This  proportion  will  ^adually 
be  transformed  a*s  the  armies  are  demohili/AMJ,  hut  tluTc  has  htt^n 
DodetailiHl  annoim(*ement  of  the  method  by  whidi  the  Government 
will  put  upon  tiie  market  tlie  wool  of  which  it  is  still  tlie  owner. 

The  new  Australian  clip  has  already  been  purchased  by  the 
State;  but  it  is  uncertain  whetlier  tJie  British  clip  will  also  be 
purchased  and  no  one  can  yet  forests?  when  free  auctions  of  wool 
will  agaio  be  possible.  The  policy  of  the  Government  is  clearly  to 
make  as  easy  as  possible  the  return  to  normal  conditions  of  free 
private  enterprise,  without  giving  an  undue  advantage  to  any 
"interests"  by  abolishing  at  a  stroke  the  war-tune  control. 

In  regard  to  leather,  jute  and  flax  the  War  Office  Contracts 
Department  have  exercised  a  control  of  the  same  kind,  but  not 
so  extensive.  There  have  been  large  purchases  of  leather  by  the 
CfOvemment  l)oth  in  South  and  North  America,  for  the  manufac- 
ture of  army  boots.  And  leather,  jute  and  flax  have  been  rationed 
to  the  firms  holding  contracts  for  Government  orders.  The 
principle  is  in  the  main  the  same  as  that  used  in  regard  to  wool; 
and  it  will  be  seen  that  the  administrative  action  entirely  de- 
pended upon  the  fact  that  the  State  was  the  purchaser  and  con- 
sumer of  the  finished  articles.  The  operation  of  control  in  these 
cases,  therefore,  forms  no  precedent  for  the  case  of  manufacture 
for  private  consumers. 

Cotton,  not  being  chiefly  used  for  war  purp)oses,  was  regulated 
not  by  the  War  Office  but  by  the  Board  of  Trade.  A  Cotton 
Control  Board  consisting  of  representatives  of  employers,  of 
TVade  Unionists  and  of  the  State  regulated  the  distribution  of  sup- 
plies of  raw  cotton.  In  view  of  the  shortage,  only  60  per  cent 
of  the  machinery  was  allowed  to  be  used  in  each  milK  except 
that  more  might  Ih»  used  on  payment  of  a  levy  for  a  license. 
The  money  tlius  raised  formed  a  fund  for  the  supplementing  of 
the  wages  of  thase  whose  work  was  diminished  by  the  Order;  and 
this  has  formed  a  basis  for  a  possible  future  policy  in  regard  to 
insurance  by  an  industry  against  unemployment  or  under-employ- 
ment. 
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Control  or  Fooda 

Food  and  the  raw  material  for  foodiftuffs  art*  in  a  very  unique 
position  in  regard  to  conNumption  for  State  Services  and  for 
private  n<H»d8.  rH)viou«ly.  supplic'H  of  foo<l  for  the  armies  of  the 
Allies  were  as  important  as  Kupplies  of  munitionM.  It  was  also 
nec<\Hsar}'  for  the  State  that  munition  workent  xhould  have  ade- 
quate food.  But  even  in  regard  to  civilian  consumption,  the 
State  cx)uld  not  afford  to  be  aa  disinterested  as  it  might  be,  for  ex- 
ample, with  regard  to  the  supply  of  lace  or  children's  shoes. 
Although,  tiierefore,  the  State  Services  were  not  the  only  nor  even 
the  chief  users  and  consumers  of  foodstuffs,  the  State  was  com- 
pelled to  take  over  in  1917  the  whole  control  of  the  food  supply. 
There  were  many  changes  of  policy  between  the  beginnings  of 
panic  in  1914  and  the  shortage  and  in  maldistribution  which  led  to 
the  establishment  of  the  Ministry  of  Food  in  1916.*  Eventually 
the  Food  Controller  issutnl  Orders,  enforced  by  about  1800  local 
committees  which  were  appointed  by  the  local  authorities. 

lender  this  system  there  has  been  governmental  purchase'  in 
the  world  markets  instead  of  private  competition  for  importer! 
supplies;  there  has  been  a  costings  system  and  examination  of 
the  books  of  firms,  leading  to  Orders  restricting  prices  and  profit-: 
and  there  has  been  control  of  flour  mills  and  a  reorganization  of  ih«* 
whole  distribution  of  foodstuffs.  This  has  all  been  due  to  war 
shortage  and  war  prices  and  may  not  affect  readjustment  prob- 
lems; but  it  is  obvious  that  the  food  supply  trades  will  be  for  a  long 
f  itiw  nfT.'ifi^fi  by  the  results  of  control. 

Control  or  Transportation 

Shipping  had.  latterly,  at  the  end  of  the  war,  been  under  a 
re(|uisition  s^'stem;  and  all  British  ships  were  under  control  of  a 
responsible  Minister  of  Shipping.  But  it  appears  that  no  special 
problem  of  readjustment  is  likely  to  arise  in  the  matter,  since  the 
disappearance  of  war  dangers  and  war  shortage  may  reduce  policy 
to  a  mere  removal  of  control. 

.\part  from  sin-cial  War-Time  Ministries,  tiie  Board  of  TVade 
has  exercistnl  a  eonsidiTable  influence  on  industry  through  the 
control  of  railways  and  other  land  transport,  |)etrol.  coal,  gas 
and  electricity,   cotton,   timber,   paper,   tobacco  and   matches. 

*Nrw  BfiiwtrMs  Act,  Deo.  iO.  1916. 


64  The  Annalb  of  the  American  Academy 

The  more  important  of  these  controls  was  obviously  that  affecting 
trmnsport  and  power  supply. 

Considerable  readjustment  of  industry  occurred  in  regard  to 
trmnsport.  Railways  and  canals  were  put  under  a  unified  control 
by  the  Railway  Executive  Committee,  which  was  responsible  to 
the  Board  of  Trade;  and  there  was  a  separate  Executive  Committee 
for  the  Irish  railways.  These  Committees  consisted  of  the  man- 
agers of  the  chief  railway  Companies,  who  then  organized  on  one 
plan  the  whole  railway  system.  The  receipts  on  the  traflBc  of 
1918  are  guaranteed  by  the  State  to  each  Company.  Passenger 
fares  have  been  raised  by  50  per  cent  at  different  dates;  and  the 
number  of  trains  has  been  cut  down.  But  immense  quantities 
of  troops  and  munitions  have  been  carried  without  any  detailed 
charge  to  the  State. 

Coal,  Exports  and  Imports 

Coal-mining  has  been  affected  by  the  Coal  Controller,  under  the 
Board  of  Trade.  Action  began  by  the  attempt  to  restrict  exports 
in  May,  1915.  Reorganization  of  coal  distribution  and  the  fixing 
of  prices  were  then  adopted  and  eventually  the  Board  of  Trade 
took  possession  of  the  South  Wales  mines  in  December,  1916, 
and  of  the  rest  in  March,  1917,  when  the  Controller  was  appointed. 
He  regulated  the  production  and  distribution  through  the  old 
management;  and  95  per  cent  of  profit  in  excess  of  the  profits  of  the 
best  two  out  of  three  years,  or  the  best  four  out  of  six,  before  the 
war,  were  surrendered  to  the  State.  The  result  has  been  a  rais- 
ing of  wages,  and  imtil  the  recruitment  of  miners  in  1918  an 
increase  of  supply  and  an  improvement  in  distribution.  The 
Coal  Mmes  Control  Agreement  (Confirmation)  Act,  1918,  con- 
tinues the  powers  now  exercised  for  six  months  after  the  war. 

Trade  has  been  affected  also  by  the  license  of  imports.  The 
lioense  has  been  a  notice  to  the  Customs  authorities  to  allow  the 
entry  of  goods,  and  although  goods  could  be  shipped  they  could 
not  be^  delivered  without  a  license.  The  Board  of  Trade  and 
other  Government  Departments  issued  licenses  for  different 
articles;  but  here  again  readjustment  to  peace  will  mean  little 
more  than  an  abolition  of  war  practices. 

Tlie  Excess  Profits  Duty  is  another  State  measure  of  great 
importance  to  industry;  but  it  is  beside  our  point  here  to  discuss  it. 
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The  problem  for  reconsiniction  U  only  whether  the  Duty  has 
seriously  diuuninhed  tlie  supply  of  available  capital  for  the 
lutM  ssary  <\|)enditure  in  meeting  the  new  charges  of  the  transition 
from  war  to  iK»acf. 

'VUv  whole*  system  of  control  within  the  United  Kingdom  is  a 
|)art  of  tiie  orguniuition  by  which  joint  action  was  taken  by  the 
Altit  <1  (tovemments.  And  perhaps  this  intcr-AUy  oootiol  may 
t'Vi'iiluully  prove  to  be  the  greatest  step  forward  which  has  been 
made  during  the  war.  Joint  purdiase  by  such  bodies  as  the 
WhcntKxecutivc,  joint  organization  of  distribution  under  the  Food 
( \)iiiicil,  are  imi>ortant  experiments  in  the  adjustment  of  industry 
and  cx)ininerce  through  state  action;  but  Uie  description  of  the 
ill ttT- Ally  organization  is  outside  our  present  purview.  It  is 
sufTiri^Tit  to  say  tliat  the  Inter- Allied  Maritime  Transjjort 
rouncil  controlled  the  use  of  all  ships  owned  or  chartered  by  the 
Allii^  Governments.  This  Council  was  assisted  by  Programme 
Committees  for  the  different  commodities;  and  on  these  Commit- 
tors riLTtx'ment  was  arrived  at  as  to  the  needs  of  the  different 
r.Miiitn.  s  of  the  Alliance.  The  Maritime  TVansport  Council  and 
the  Foo<l  Council  were  the  two  supreme  bodies  for  the  organiza- 
tion of  joint  action;  and  to  each  was  attached  a  permanent 
^w-n^tariat  which  forms  the  link  with  the  executive  officers  of  the 
ral  Governments. 

The  whole  of  international  trade  and  commerce  had  been 
affected  by  the  Blockade  system,  the  Statutory  list,  the  with- 
drawal of  ocean  shipping  and  tlie  lack  of  commodities  due  to  war; 
but  the  inter-Ally  organization  was  able  to  provide  and  increase 
th<  supply  of  munitions,  food  and  raw  material;  and  the  results 
iro  not  likely  to  be  forgotten.  Announcements  have  already  been 
made  of  an  Economic  Council,  and  of  arrangements  for  joint 
action  between  the  Allies  in  view  of  the  problems  of  supply  in  the 
•  arly  days  of  peace.  But  this  is  a  matter  of  international  or 
\\<>rl(i  politics;  and  we  must  confine  our  attention  here  to  the 
1  ni ted  Kingdom. 

Such  are  the  chief  measures  which  affected  the  adjustment  of 
industry  to  war.  The  industrial  situation  on  November  11,  1918 
in  (Irrat  Britain  was  different  from  tJiat  of  August,  1914,  chiefly 
in  the  following  particulars: 
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Summary  op  the  Situation  on  November  11»  1918 

(a)  There  were  new  Departments  actually  trading  or  directing 
manufacture  and  trade,  such  as  the  Ministry  of  Munitions,  the 
Ministry  of  Food  and  the  Ministry  of  Shipping. 

(b)  There  were  Control  systems  affecting  manufacture  and 
trade. 

(1)  Under  the  War  oflSce,  for  wool,  jute,  flax  and  leather. 
(9)  Under  the  Board  of  Trade,  for  timber,  petrol,  matdies, 
tobacco  and  notably  for  coal  and  railways. 

(c)  Wages  were  high  and  so  also  was  the  cost  of  living.' 

(d)  Certain  industries  held  much  labor,  notably  metals  and 
chemicals,  while  certain  others,  as  cotton,  building,  etc.,  had 
comparatively  few. 

(e)  There  were  about  one  million  more  women  in  industry. 

(f)  There  was  practically  no  unemployment,  except  in  so  far  as 
the  coal  shortage  was  causing  the  factories  to  slacken  production 

The  new  situation  may  be  viewed  from  two  angles.  We  may 
note  either  the  effects  on  industry  or  the  effects  on  the  State;  but 
clearly  it  is  too  soon  to  make  any  complete  conclusions  as  to 
effects  which  may  only  be  apparent  after  the  confusion  of  war  is 
over.  Industry  and  commerce  have  been  affected  perhaps  chiefly 
by  the  obvious  advantage  of  centralized  organization.  In  many 
trades  new  Associations  and  Federations  have  been  formed;  and 
undoubtedly  State-control  has  promoted  the  pre-war  tendencies 
to  Combinations  and  Trusts.  Even  more  fundamental  results 
may  be  observed,  although  perhaps  their  true  nature  may  not  be 
agreed  upon  by  Economists  and  Political  Theorists.  It  seems, 
however,  that  serious  disbelief  has  arisen  in  the  old  attitude  of 
Economists  who  "explained  "  the  rates  of  wages,  the  profits  or  the 
price  of  goods  by  reference  to  large  and  high-sounding  principles. 
It  is  now  more  than  suspected  that  wages  and  prices  are  the  results 
of  what  in  vulgar  terms  may  be  called  ** a  try  on."  The  whole 
system  is  seen  to  be  empirical.  Wage-earners  get  what  they  will 
take,  and  the  whole  economic  structure  is  seen  to  be  based  upon 
political  or  social  traditions  and  that  acquiescence  and  docility 
which  I>ord  Bryce  said  long  ago  was  the  foundation  of  the  State. 
As  for  the  State,  the  effect  of  its  contact  with  industrial  life  was 
not,  at  the  end  of  the  war,  to  increase  the  love  of  it  among  the 
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;.  iHxJy  of  citixetui.     At  one  iinie  boUi  employers  and  em- 

ployed were  united  in  aentiinent  against  governmental  action* 
Ne\'«  '  V  H,  public  opinion  has  supported  State  action  directed 
again  .  iieTBons  or  groups  who  mi^t  make  private  gain  from 
the  political  situation,  and  against  Uie  use  for  private  ends  of  com* 
I  I  for  puhlic  work.    *'Pro6ttering*'  is  a  word  now 

<  w  4iiiw  )>eo)>^■  •"*''  lt'S8  inclined  Uian  bi*fore  to  resent  such 
1  >ii  oii  tlu*  pr«  a  of  the  use  of  petrol  for  pleasure  or  of 

l>uililiii^  for  luxury.  All  these  somewhat  intangible  effects  of  the 
war  adjustnirnt  of  social  life  and  induslo'  will  undoubtedly  make  a 
considerable  difference  to  State  action  in  the  future.  We  may  now 
turn  to  the  reconstruction  policy.  The  measures  taken  to  assist 
ill  the  readjustment  of  industry  to  peace  conditions  may  be  sum- 
iimrised  under  the  tliree  heads  of  labor,  material  and  finance, 
'ilie  labor  situation  dei)ends  largely  ui)on  the  transfer  of  workers 
from  war- work  to  peace  production  and  upon  the  order  and  rate 
*  >f  demobilization  of  men  from  tlie  forces.  Arrangements  had  been 
iiade  for  both  of  these;  and  following  on  the  declaration  of  the 
Vrniistice,  a  succession  of  announcements  were  made  in  Parliament 
md  the  Press. 

Readjustment  op  Labor 

Ciriliiins.     The  principle  adopted  with  regard  to  civilian  war- 
workrrs  u  as  Uiat  of  gradual  discharge.     First,  those  who  did  not 
iq>end  for  their  living  on  the  work  they  were  doing  were  asked 
to  withdraw  from  munition  factories  or  were  given  notice  of 
(lis missal.     Then  the  break  clauses  in  the  contracts  for  ammuni- 
tion and  some  other  war-material  were  put  into  operation;  and 
-on tractors  began  to  discharge  workers.    Women  and  disabled 
I  seemed  to  the  general  public  to  be  sufferers  under  this  plan; 
:  i  for  a  time  there  were  protests  and  wild  suggestions  that  the 
manufacture  of  munitions  should  be  continued  until  other  work 
was  obtainable  by  those  likely  to  be  discharged.     The  Govern- 
ment policy  was,  however,  dearly  inevitable.     It  was   unwise 
to  use  material  needed  for  peace  products  in  the  numufacture  of 
useless  shells  and  bombs;  and,  further,  there  was  not  enough 
'Storage  space  for  more  ammunition  when  none  was  being  shot 
away  at  the  front. 

Industry,  however,  was  not  ready  to  take  over  the  workers  re- 
loasinl  from  the  manufacture  of  munitions.     General  unemploy- 
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ment  was,  therefore,  to  be  feared;  and  in  fact  great  numbers  of 
those  discharged  could  find  no  new  work.  Hence  it  was  tliat  the 
universal  free  Unemployment  Benefit  was  established  for  all 
workers  who  come  under  the  National  Health  Insurance  Act  of 
1911.  Before  the  war  about  2,29£,000  men  and  women  were  in- 
sured against  unemployment  under  tlie  contributory  scheme. 
That  scheme  was  extended  to  cover  about  1,140,000  more  men  and 
women  by  the  Munitions  of  War  Act,  1917;  but  tluTc  were  at  the 
end  of  the  war  about  10,000,000  workers  uninsured  against  unem- 
ployment, and  there  was  clearly  no  time  to  establish  the  adminis- 
tration of  a  contributory  scheme. 

It  was,  therefore,  decided  that  the  State  should  offer  free  unem- 
ployment benefit  to  all  workers  for  thirteen  weeks  during  a  period 
of  six  months  after  November  25.  The  rate,  after  some  readjust- 
ment, was  30  shillings  a  week  for  men  and  25  shillings  for  women, 
with  6  shillings  a  week  for  the  first  dependent  child  and  3  shillings 
a  week  for  every  other  dependent  child.  This  was  obviously  a 
very  much  higher  rate  than  the  old  7  shillings  and  6  pence  per 
wedc;  but  tlie  cost  of  living  was  great,  wages  were  high  and  unem- 
ployment was  affecting  even  the  higher  paid  workers. 

We  need  not,  however,  discuss  here  the  effect  on  the  workers. 
The  reaction  on  industry  is  hardly  yet  known;  but  on  the  whole 
the  policy  has  provided  a  "waiting  time"  during  which  machines 
can  be  refitted,  prices  can  be  readjusted  to  the  new  situation  and 
peace  production  can  begin.  Unemployment  Insurance  is  an 
administrative  method  used  to  ease  the  change  over  from  war  to 
peace.  It  is  not  essential  perhaps  in  countries  where  industries 
have  been  less  affected  by  war  conditions  than  they  have  been  in 
Great  Britain;  and  it  may  be  quite  an  inadequate  method  if  the 
industries  of  a  country  have  been  too  completely  dislocated  to 
revive  of  their  o^ti  initiative.  But  in  Great  Britain  it  has  been 
adopted  as  a  partial  solution  of  the  transition  problem  in  regard 
to  labor. 

The  second  problem  of  labor  in  regard  to  civilian  war-workers 
is  the  problem  of  finding  employments  for  them  where  they  were 
actually  wanted;  for  although  many  were  unemployed,  some  em- 
ployments were  open.  But  the  only  machinery  available  for 
placing  workers  in  employment  was  that  of  the  Employment  Ex- 
changes.    It  was  foreseen  that  the  old  system  would  be  quite  un- 
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F  able  to  bear  the  strain  which  would  follow  tiic  war  and  therefore, 
(1)  an  Act  was  pacaed  giving  the  Mininter  of  Labor  power  to  ex- 
pand the  premises  and  staff  of  the  Exchanges,  (<)  special  arrange- 
ments were  made  that  the  Army  should  releaae  immediately  all 
Employment  Kxchangc*  officiab  and  (8)  a  Controller  General  of 
Demobilization  and  Resettlement  was  appointed,  under  the 
Minister  of  Labor.  The  Department  of  the  Controller  General 
became  responsible  for  tlie  whole  labor  situation  during  the  reset- 
tlement of  workers  in  industry. 

The  Army.  We  nmy  now  turn  to  the  demobilization  of  the 
forces  since  from  our  present  point  of  view  this  also  is  a  labor  prob- 
lem of  the  readjustment  of  industry.  The  Conmiittee  on  tlie 
Demobilisation  of  the  Army  began  its  work  in  the  summer  of 
1916.  It  devised  a  plan  on  which  the  policy  of  the  Government 
was  e\'entually  based  in  October,  1918.  At  first  it  was  not  clear 
whetlier  demobilization  should  take  place  according  to  military 
units,  age  and  length  of  service  or  the  needs  of  industry;  but  the 
ComniitttH*  (lef'ided  tJiat  the  Army  must  l>e  deinohilized  in  an  order 
and  in  numbers  deiK^ndent  upon  tiie  industrial  situation  when  the 
time  came.  An  order  of  priority  of  occupations  in  view  of  public 
needs  was  therefore  prepared.  It  was  agreed  that  coal-miners 
and  transport  workers,  for  example,  were  to  be  demobilized  before 
hainlrt^ssers  or  salesmen;  and  arrangements  were  tlierefore  made 
to  demobilize  the  men,  in  equal  proportions  from  abroad  and  from 
tlie  army  at  home,  in  accordance  witli  their  occupations.  But 
bt*fore  general  demobilization  could  begin,  clearly  industr}'  could 
not  be  readjusted  unless  men  specially  skilled  to  fit  machint^s  or 
HiMTially  trained  as  organizers  and  foremen  were  released  from  the 
.Vnn  y .  These  men  were  called  * '  pivotal  *  *  because  the  occupations 
of  other  woricers  turned  upon  tlieir  being  in  their  phicea.  Em- 
ployers were,  therefore,  permitted  to  make  lists  of  such  men  and 
In  ol»tain  Uieir  iinmiHliate  release. 

/  nemploymeni.  In  view  of  possible  unemployment  among  ex- 
M»ldiers.  free  Unemployment  Benefit  of  the  same  kind  as  that  ap- 
plicable to  civilians  was  offered  to  tJiem.  But  the  Unemploy- 
».  ment  Benefit  was  to  date,  not  from  November  i5,  but  for  six 
I  months  from  the  day  on  which  eadi  soldier  was  demobilized. 
Furlough  and  war^servioe  gratuities  existed  in  addition;  but  these 

L details  hardly  affect  the  industrial  situation. 
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Wage  Regulation,  The  wages  problem  left  by  the  war  was  an- 
other preliminary  problem  of  the  transition.  Wages  in  many 
occupations  ha<l  risen  considerably,  antl  women's  wages  partic- 
ularly were,  in  general,  higher  than  they  had  been  before  the  war. 
Prices  also  were  high  and  it  was  agreed  by  many  and  believed  by 
still  more  that  the  cost  of  living  had  risen  much  more  tiian  the 
rmtes  of  wages.  In  any  case  it  was  obvious  that  trouble  would 
result  if  wages  were  lowered  while  prices  remained  the  same. 
But  it  was  clearly  possible  that,  whereas  during  the  war  there  was 
a  shortage  of  labor,  when  munitions  work  ceased  there  might  be  a 
surplus  of  labor.  Even  if  tlie  situation  were  simply  of  this  eco- 
nomic kind,  the  State  would  have  been  compelled  to  deal  with  it; 
but  the  additional  problem  existed  that!  the  State  itself  had  main- 
tained the  higher  rates  of  wages. 

Awards  of  the  Committee  on  Production  and  Orders  under  the 
Munitions  Act  had  made  it  possible  to  enforce  the  payment  of 
certain  rates  of  wages  for  munitions  work.  These  Awards  and 
Orders  had  also  affected  the  rates  for  work  which  was  not  muni- 
tions work.  But  if  munitions  work  ceased,  there  would  be  no 
method  of  maintaining  by  law  the  existing  wage  rates;  strikes 
would  result  from  the  effort  to  prevent  a  general  fall  in  wages. 
Again  the  Mimitions  Act  might  cease  to  operate  before  any  read- 
justment of  wages  had  been  agreed  upon.  For  these  reasons  a 
Committee  was  appointed  to  consider  what  should  be  done  in  re- 
gard to  wages  under  Awards  and  Orders;  and  the  result  was  the 
speedy  passing  of  the  Wages  (Temporary  Regulation)  Act  of 
November  26,  1918. 

By  this  Act  it  was  made  possible  to  enforce  tlie  payment  of  the 
wages  generally  prevailing  on  November  11,  1918,  the  day  of  the 
Armistice.  A  tribunal,  of  tlie  same  form  as  the  Committee  on 
Production,  was  established  for  judging  the  rates  of  wages  and 
making  any  variations  necessary.  And  it  was  made  illegal  for  six 
months  to  vary  the  rate  of  wages  except  by  agreement  witli  the 
Trade  Unions  concerned. 

It  is  not  possible  yet  to  pass  judgment  upon  the  results  of  the 
Wages  Act.  It  was  foreseen  that,  on  the  one  hand,  employers 
might  be  unable  to  pay  the  prevailing  rates  when  Government  con- 
tracts were  withdrawn,  more  especially  as  during  the  war  any  in- 
of  wages  had  been  bom  by  the  Government  in  the  price  it 
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paid  on  iU  oontracU.  The  new  Act  miirht.  therrfore,  cause  dui- 
miflsabi  and  unemployment. 

But  on  the  other  hand  it  was  Ulirytxl  l>y  m  n  t!  it  •  tuploycn 
would  be  willing  to  pay  wdl  in  ortl«T  to  hiw  traiMjuility  during 
Uie  transition  and  that  a  high  rate  of  wa^'«  ■ «'  I.t  U-  more  accept- 
able generally  than  uncertainty  and  fluctuations  in  the  rates. 
Employers  would  be  able  to  calculate  tiieir  co«U  if  they  were  cer- 
tain of  the  rates  of  wages  they  would  have  to  pay.  And  thus,  in 
the  readjustment  of  induHtry  the  State  has  had  a  considerable 
effect  upon  the  situation  in  regard  to  wages. 

A  further  preliminary  problem  of  the  transition,  as  may  be 
imagined  from  what  has  been  said  above,  was  the  restoration  of 
IVade  Union  practices.  It  has  been  seen  that  the  Government  is 
pledged  to  restore  these  practices;  and  yet  it  is  generally  felt  that 
industry  has  changed  so  much  that  they  cannot  be  restored.  It 
is  said  that  the  very  machines  and  processes  on  which  these  prac- 
tices have  been  based  have  disappeared.  This,  however,  has  been 
fonggerated.  Nearly  all  the  disappearance  is  due  to  the  repeti- 
tion work  on  shells  and  fuses;  and  the  new  machines  and  processes 
are  not  all  permanent  or  useful  for  peace.  But  the  problem  of 
nadjnstment  to  peace  does  not  lie  there.  The  problem  is  not 
wlu  tluT  practices  can  be  restored;  it  is  whether  the  Trade  Unions 
< DiK  t-med  shall  or  shall  not  regain  the  power  with  which  they 
parted  on  receiving  the  Government's  pledge  and  in  the  national 
interest.  Tliey  onct*  hml  the  power  to  regulate  the  supply  and 
distribution  of  labor;  are  they  to  regain  it?  If  they  are,  they  must 
be  given  the  power  to  enforce  the  restoration  of  pre-war  practices, 
as  a  basis  for  bartering.  They  must  be  able  to  restore  even  if  they 
do  not  wish  to  do  so  in  order  that  they  shall  have  some  say  in  the 
organization  of  labor  in  the  new  industrial  situation.  And  un- 
doubtedly the  skilled  Unions  do  not  desire  to  put  back  the  clock. 
Tliey  rt^cognizc  the  impossibility  of  a  mere  return  to  1914;  and 
tliey  only  desire  to  have  power  to  substitute  what  they  desire  for 
tiiat  older  situation.  It  became  necessary,  therefore,  for  the 
Government  to  prepare  a  Bill  for'the  restoration  of  Trade  Union 
practices  which  might  be  made  a  basis  for  an  agreement  between 
tlie  employers  and  the  workers  concerned. 
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Readjustment  of  Material 

In  spile  of  all  preparations  for  an  orderly  transference  of  workers 
from  war  occupations  to  peace  industry,  the  crux  of  the  situation 
was  at  one  time  the  supply  of  material  and  machinery.  In  a 
highly  industrialized  society  occupations  depend  upon  much  more 
subtle  factors  than  in  an  agricultural  or  single  society.  The  dif- 
ficulties were  foreseen.  The  Ministry  of  Munitions,  as  soon  as 
hastilities  ceased,  began  to  issue  permits  to  use  material  and  tools 
hitherto  controlled.  The  price  of  steel  was  kept  under  control  in 
order  that  private  firms  might  obtain  enough  at  reasonable  cost. 
But  most  of  the  metal  supplies  were  at  once  freed. 

The  remaining  problems  were  those  of  supply  and  allocation  in 
the  cases  in  which  there  was  a  shortage  of  material.  As  for  sup- 
ply* a  Central  Raw  Materials  Board,  consisting  of  Cabinet  Minis- 
ters, was  appointed  to  deal,  for  the  War  Cabinet,  with  the  securing 
of  supplies.  Through  the  Board  of  Trade  and  the  Colonial  Office, 
arrangements  were  made  for  the  control  by  British  interests  of 
zinc  concentrates  and  lead.  A  Government  buyer  of  timber  still 
continued  to  purchase  abroad  for  the  needs  of  peace,  but  the  con- 
trol of  purchase  of  timber  in  England  was  removed. 

As  regards  textiles,  wool  continued  for  the  transition  to  be  under 
the  control  we  have  already  described  and  an  arrangement  was 
made  for  the  ex-port  of  jute  from  India  only  under  license.  Eg>'p- 
tian  cotton  was  purchased  by  the  Government,  and  the  war  ar- 
rangements with  regard  to  American  cotton  are  imderstood  to  be 
continued  for  the  transition.  Then,  in  regard  to  supply  for  the 
readjustment  of  industry  from  war  to  peace,  the  State  acts  as  a 
purchaser  in  some  cases  of  foreign  material;  and  in  some  cases  the 
State  has  made  special  arrangements  for  the  control  of  supply  to 
remain  in  British  hands. 

TTiere  remains  the  problem  of  distribution.  Before  hostilities 
ceased  and  while  the  position  that  would  succeed  was  still  obscure 
plans  were  made  for  carrying  on  in  a  modified  form  the  control  of 
raw  material  supply  which  had  existed  duriiig  the  war.  A  Stand- 
ing Council  on  Priority  was  established  in  connection  with  the 
Bfinistry  of  Reconstruction,  which  was  to  be  the  final  authority 
imder  the  Cabinet  for  the  allocation  of  materials  to  the  different 
industries.  Each  industry  was  to  present  a  joint  requisition  to 
the  Standing  Council  and  the  distribution  of  the  material  allocated 
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WBB  to  hmvt  been  managed  by  the  industriei  tbemiehret,  on  the 
principle  followed  in  ref^ard  to  wool  and  cotton.  Sonne  valuable 
and  important  work  wat  done  by  the  Standing  Council  immedi- 
ately upon  the  cemalion  of  hostilities,  but  it  soon  became  dear 
that  tonnage  and  supplies  were  adequate  for  the  operation  of  the 
normal  trade  machinery  and  State  control  and  allocation  were, 
therefore,  soon  discontinued. 

The  more  permanent  problems  of  readjustment  are  still  un- 
solved. Committees  have  made  recommendations  on  coal  con- 
servation and  on  electric  power  supply;  but  it  is  not  a  part  of  our 
present  task  to  review  suggestions.  It  appears  that  some  action 
is  being  taken  which  may  be  preparator>'  to  a  brge  scheme  of 
electric  power  supply  for  the  whole  of  Great  Britain;  but  the 
scheme  is  only  at  its  initial  stage.  Experimental  borings,  with  a 
view  to  developing  mining  resources,  have  begun  near  Lough 
Neagh  in  Ireland;  but  here  again  the  action  taken  is  hardly  suflB- 
cient  to  warrant  description  in  an  account  of  industrial  readjust- 
ment. The  development  of  light  railways  in  rural  districts  lieems 
to  be  anotlier  of  those  schemes  which  may  have  a  large  future,  but 
are  at  present  indefinite. 

The  building  trade  was  left  by  the  war  in  a  diiiicuit  position. 
There  was  a  serious  shortage  of  houses  for  the  working  clswei, 
amounting  to  a  need  for  about  500,000  houses  in  England,  Wales 
and  Scotland.  Public  and  commercial  buildings  had  not  been 
erected  during  the  war;  and  even  repairs  had  been  very  inade- 
quately done.  But  there  was  a  smaller  number  of  workers  in  the 
trade  than  in  1914;  and  there  was  a  serious  shortage  of  nuiterial — 
^to!M'.  brick  and  timber.  For  this  reason  tJie  Ministry  of  Recon- 
struction set  up  the  Central  Building  Industry  Conuuittee  to  deal 
witli  the  reorganisation  and  the  needs  of  the  building  trades. 

State  assistance  was  recommended  for  the  dye  industry,'  and  a 
Committee  has  been  established  to  develop  the  scheme.* 

The  Engineering  (New  Industries)  Committee  has  compiled  a 
list  of  articles  which  were  not  made  before  the  war  in  the  United 
Kiimdoni  or  were  made  in  insufficient  quantity.  This  list  and  the 
UilH)rt  of  the  Committee  may  be  considered  as  examples  of 
State  assistance  in  the  spreading  of  information;  but  no  further 
State  action  in  regard  to  engineering  appears  to  be  contemplated. 

^OL  91M. 

*Sm  below  Aniwwuirfmcot  of  Janusiy  11,  1910. 
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Under  the  general  heading  of  material  we  may  consider  the 
storage  problems  and  the  national  factories.  It  was  clear  that 
industry  and  commerce,  as  soon  as  hostilities  ceased,  would  need 
the  storage  space  used  during  the  war  for  war-material.  The 
facilities  for  storage  were  essential  to  the  movement  of  commercial 
products,  and  State  property  blocked  the  way.  It  became  a  part 
of  reconstruction,  therefore,  to  find  space  in  warehouses  and 
dieds.  Ordnance  and  other  stores  were  transferred  from  com- 
mercial warehouses  to  some  of  the  largest  national  factories, 
notably  those  at  Chilwell,  Aintree  and  Georgetown;  and  the 
Port  and  Transit  Committee  have  executive  powers  for  disposing 
of  storage  space.  In  addition,  when  hostilities  ceased,  the  State 
was  owner  of  large  quantities  of  stores  and  other  property. 

The  Ministry  of  Reconstruction,  therefore,  carried  on  the 
Committee  apiK)inted  to  consider  the  problem  of  Government 
property,  other  than  ships  and  factories.  This  led  eventually  to 
the  establishment  of  an  executive  Surplus  Government  Property 
Disposal  Board,  which  received  all  inventories  and  information 
collected  by  the  Committee  on  the  subject,  and  carried  out  the 
recommendation  of  the  Committee  by  entering  into  negotiations 
and  making  contracts  for  the  disposal  of  such  property.  Under 
this  head  come  Army  horses  and  mules,  motor  vehicles  and  agri- 
cultural stores;  and  the  ultimate  responsibility  for  all  disposal  of 
stores  was  given  to  the  Ministry  of  Munitions  which,  it  is  pre- 
sumed, will  become  a  Ministry  of  Supply.  The  further  problem 
remained  as  to  the  disposal  of  National  Factories.  The  State, 
during  the  war,  through  the  Ministry  of  Munitions,  had  expanded 
the  engineering  industry  by  building  and  equipping  various  fac- 
tories. Some  of  these  were  hardly  more  than  sheds,  for  shell- 
filling;  others  had  the  best  and  newest  machinery  for  the  making 
of  such  things  as  aeroplanes.  Some  were  on  groimd  owned  by 
the  State,  others  were  closely  connected  with  or  even  inside  the 
grounds  of  private  factories .  Some  were  isolated ;  some  were  in  vast 
groups,  as  at  Gretna;  and  all  were  classed  as  National  Factories. 

This  led  to  some  misunderstanding  among  the  public  who 
happened  to  be  interested  and  many  schemes  were  suggested 
for  the  policy  in  regard  to  these  factories.  It  might  be  possible, 
according  to  some,  for  the  State  to  manage  the  factories  for  com- 
mercial production  or  for  the  supplies  needed  by  the  central 
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Goveminent  and  the  local  Authorities.  It  might  be  poattble  to 
use  tome  factories  for  research  or  for  training  or  as  educational 
establishnienU.  On  the  oUicr  hand,  strong  infliicnres  m^cre 
against  the  entry  uf  ilw  State  into  coni|K*tition  witii  private  indus- 
try; and  some  factories  hail  Imh'u  built  under  contractti  of  trans- 
fer after  tiie  war.  The  details  cannot  l>e  ^ven  here.  But  the 
whole  position  was  received  by  the  Mini.str>'  of  Munitions  and 
tiie  factories  were  dealt  witli  individually.  The  State  has  not 
adopted  any  policy  of  a  general  character  which  makes  any  strik- 
ing departure  from  old  practices;  and  therefore  we  may  omit 
further  description  of  Uie  problem. 

In  regard  to  ships,  the  State  owned  about  three  hundred 
''Standard"  ships  of  about  10,000  tons,  at  the  cessation  of  hostili- 
ties. These  were  gradually  disposed  of  to  private  owners  by  the 
Ministry'  of  Shipping. 

Agriculture  may  not  be  strictly  an  industry,  but  in  tlie  general 
readjustment  of  industrial  life  the  occupations  in  rural  dihlricts 
were  obviously  important.  They  were  investigated  by  a  special 
Committee  whose  report  has  been  published,  and  by  a  branch  of 
tlie  Ministry  of  Reconstruction;  while,  naturally,  the  Board  of 
A^irulture  continued  its  normal  work.  The  result  has  been  the 
(  oi  n  Production  Act  of  1917,  fixing  a  guaranteed  price  for  com 
and  establishing  a  Wages  Board,  with  subordinate  Local  Boards, 
for  fixing  niininmm  wages  in  agriculture. 

This  will  obviously  result  in  a  permanent  change  of  the  situation 
in  rural  districts.  The  Workers  Union  and  the  Agricultural 
Lal)orers  Union  are  much  stronger  than  they  were;  and  if,  as 
is  expected,  a  ct»rtain  number  of  ex-soldiers  settle  on  the  land, 
llu'  |>osition  in  rural  districts  may  affect  Uie  whole  of  industrial 
lit'  It  is  suggested  that  the  distribution  of  electrical  power, 
under  the  new  scheme  elsewhere  mentioned,  would  make  alterna- 
tive emplo>niients  and  small  industries  possible  in  country  dis- 
tricts. But  in  general  no  action  has  been  j'et  taken  whicli  we  can 
cUss  as  readjustment. 

Progress  has  been  made  with  regard  to  forestry*  and  an 
Interior  Forestry  autliority  has  been  established,  which  controb 
the  expenditure  of  a  grant  of  £100,000  for  the  training  d  experts 
and  tiie  making  of  surveys.  A  large  scheme  for  the  de%*e]opment 
of  forestry  in  the  United  Kingdom  b  foreshadowed. 
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The  Readjustment  of  Finance 
Thr  jfTfat  difficulty  of  readjustment  in  many  cases  of  private 
firms  was  that  either  orders  were  not  forthcoming  or  there  was 
not  enough  money  in  hand  to  begin  the  current  expenses  of  man- 
ufacture, llie  cotton  trade,  for  example,  was  held  up  from  an 
immediate  return  to  its  peace  production  by  the  imcertainty  of 
markets  in  the  Kast.  And  the  j)ublic  at  large,  as  well  as  the 
retailers,  were  inclined  to  wait  for  prices  to  drop.  On  the  other 
hand  the  large  Government  contracts  during  Uie  war  had  accus- 
tomed many  manufacturers  to  expect  Govern  men  t  assistance,  even 
of  a  financial  kind;  and  tJie  problem  was  nuicli  canvassed  whether 
the  State  should  assist  financially  in  the  re-starting  of  private 
industries. 

The  CommitttH*  of  the  Ministry  of  Reconstruction  on  financial 
problems  dealt  with  very  wide  problems  of  exchange  and  currency 
and  it  was  recommended  that  the  effective  restoration  of  the  gold 
standard  should  take  place  as  soon  as  possible.'  The  effects  of 
the  Excess  Profit  Duty  were  also  considered;  but  in  all  these  mat- 
teni,  although  investigation  was  made  and  close  conununication 
with  the  business  world  was  maintained,  no  State  action  took 
place  whicJi  can  be  regarded  as  having  affected  the  readjustment 
of  industry. 

Joint  Industrial  Councils 

The  action  of  which  we  have  so  far  spoken  has  been  in  view  of 
emergency  problems  of  the  transition.  Unemployment  Benefit 
and  Resettlement  are  urgent  post-war  problems,  but  they  are 
transitory;  and  the  readjustment  of  industry,  if  it  is  to  be  at  all 
eflfective,  must  be  the  result  of  more  fundamental  changes.  The 
situation  of  1914  could  not  be  restored  by  any  means;  but  the 
new  situation  would  not  be  better,  unless  some  effort  were  made. 
And  tJiis  was  the  reason  why  the  old  Reconstruction  Committee 
and  the  Ministry  of  Reconstruction  devised  what  are  now  known 
as  Industrial  Councils.  This  lias  made  a  change  in  the  general 
situation;  and  perhaps  the  other  large  change  affecting  industrial 
life  is  the  creation  of  the  new  Department  of  Overseas  Trade. 

We  omit,  for  our  present  purpose,  changes  of  a  non-adminis- 
trative character  and  changes  w  hich  have  had  a  non-governmental 

•CiL  9182  and  02.9227. 
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such  as  Die  new  frdcmtions  and  assoctationit  of  rniploymi 
and  tilt*  new  movement  among  the  workers  such  as  the  Shop 
Rewanis  movement. 

In  tlie  luhnini.Htrative  .sphere  the  readjiiNtmenl  of  indiuitry  aa 
rrpirds  |M*rnmnent  policy  may  he  summartrx^l  under  the  heads 
of  Indii.strmI  (  ouneiU  ami  Overseas  IVade.  Industrial  C^ouneils 
havt'  Ikh'ii  already  f<>rin<*<i  Utr  the*  following  industries:  Raking, 
iMNl.stead.s,  hohhin-niaking,  eliemiralii,  china  clay,  furniture- 
making,  gold,  silver  and  j(*w(*lr>%  hosier^',  leather  goods,  wmtcbca, 
paint  and  varnish,  i>otter>',  rubber,  saw  milling,  silk,  vehicle 
building.  In  eadi  of  \hvse  industries  representatives  of  em- 
ployers and  workers  are  con.sulUng  together  on  points  of  general 
interi'st  to  the  industr}'.  This  may  not  be  a  revolutioo.  It  may 
come  to  notiiing.  Rut  it  may,  on  tiie  other  hand,  be  a  beginning 
of  a  new  organization  of  industrial  life;  and  in  any  case  it  is  be- 
coming more  (lossible  to  forestall  disputes  and  to  allow  the  workers 
a  share  in  the  control  of  working  conditions. 

In  addition  to  the  Industrial  Councils  alrt»ady  formed,  there  are 
many  conferences  and  committees  aiming  at  the  formation  of 
new  Industrial  Councils  and  even  in  those  industries  such  as  engi- 
nwring  and  railways,  in  which  Uiere  is  no  immediate  prospect  of 
a  joint  Council,  tlie  same  movement  is  making  itself  felt.  The 
formation  of  all  joint  Industrial  Councils  is  voluntar}'  and  the 
Government  does  not  use  any  pressure;  but  the  duty  of  super- 
vising and  assisting,  when  reqiiired,  is  given  to  the  Ministry'  of 
I^lntr.  A  section  of  Uiat  Ministry  keeps  in  touch  with  the  in- 
dustries in  view  of  the  possibility  of  Joint  Industrial  Coundb. 

Tlie  Council  of  an  industry  is  a  national  body;  but  generally 
Uiert*  are  also  District  Councils,  subordinate  to  the  National 
Council;  and  in  a  sin^iMal  relation  to  botii  stand  Works  Committees, 
which  are  part  of  the  whole  structure  of  the  new  organize tion. 
\  valuable  report  on  Works  Commit  tees  has  been  publishetl  by  the 
Ministry'  of  Labor;  and  a  parallel  movement  in  the  Tnited  States 
Army  seems  to  have  resulted  in  the  formation  of  Committees  in 
the  works  of  the  Retlilehem  Steel  Corporation.  The  idea  is  an 
old  one;  and  it  is  not  eventually  cx)nnected  with  Joint  Industrial 
Councils.  Rut  it  forms  a  part  of  the  permanent  readjustment  of 
industrial  relations  and  with  this  the  State  is  ver>'  much  con- 
cenunl;  for  on  a  Works  Committee  the  workers  gain  control  of 
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their  working  day,  they  may  control  dismissals  and  they  have  a 
very  real  training  in  self-government.  Industrial  autocracy  is, 
therefore,  passing;  and  its  passing  will  strengthen  political  democ- 
racy. 

The  departmental  history  of  the  idea  of  Joint  Industrial  Councils 
is  interesting,  chiefly  because  it  is  part  of  the  general  preparation 
for  post-war  problems.  A  sub-Committee  of  the  Reconstruction 
Comniittee  continued  under  the  Ministry  of  Reconstruction  was 
appointed  to  consider  the  relations  of  employers  and  employed. 
Mr.  Whitley,  the  Deputy  Speaker  of  the  House  of  Commons,  was 
chairman;  and  the  sub-Committee  contained  representative  em- 
ployers and  workers.  This  body  suggested  the  formation  of 
Joint  Industrial  Councils  to  perform  such  functions  as  the  following: 

(i)  The  better  utilization  of  the  practical  knowledge  and  experience  of  the 
workpeople. 

(ii)  Means  for  securing  to  the  workpeople  a  greater  share  in  and  responsibility 
for  the  determination  and  observance  of  the  conditions  under  which  their  work 
is  carried  on. 

(iii)  The  settlement  of  the  general  principles  governing  the  conditions  of 
eiiipk>yment,  including  the  methods  of  fixing,  paying,  and  readjusting  wages, 
having  rt^ard  to  the  need  for  securing  to  the  workpeople  a  share  in  the  increased 
prosperit}'  of  the  industry. 

(iv)  The  establishment  of  regular  methods  of  negotiation  for  issues  arising 
between  employers  and  workpeople,  with  a  view  both  to  the  prevention  of  diflfer- 
enoet,  and  to  their  better  adjustment  when  they  appear. 

(v)  Means  of  ensuring  to  the  workpeople  the  greatest  possible  security  of 
frnings  and  employment,  without  undue  restriction  upon  change  of  occupation 
or  employer. 

(vi)  Methods  of  fixing  and  adjusting  earnings,  piecework  prices,  etc.,  and  of 
dealing  with  tlie  many  difficulties  which  arise  ^ith  regard  to  the  method  and 
■mount  of  payment  apart  from  the  fixing  of  general  standard  rates,  which  are 
already  covered  by  paragraph  (iii). 

(vii)  Technical  education  and  training. 

(viii)  Induftrial  research  and  the  full  utilization  of  its  results. 

(iz)  The  provision  of  facilities  for  the  full  consideration  and  utilization  of  in- 
ventioos  and  improvement  designed  by  workpeople,  and  for  the  adequate  safe- 
guarding of  the  rights  ol  the  designers  of  such  improvements. 

(x)  Improvements  ol  processes,  machinery  and  organization  and  appropriate 
queftioos  relating  to  management  and  the  examination  of  industrial  experiments, 
with  qiecial  reference  to  cooperation  in  canying  new  ideas  into  effect  and  full 
consideration  ol  the  workpeople's  point  of  view  in  relation  to  them. 

(zi)  Propoeed  legislation  affecting  the  industry. 
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The  Govemmoit  aooq»ied  the  ■"•^^^npftfiHf^^*  of  the  Whitley 
roniinittee,  and  gave  to  the  Ministry  d  Labor  the  taak  of  foUow- 
ing  up  the  policy  tuggetied.  Thus  the  Ministry  of  Beoonstruc- 
tion  was  able,  while  the  war  continued*  to  begin  the  reorganintion 
of  industry  in  view  of  postrwar  problems. 

Tub  Dspabtmknt  or  OvKBasAB  Traok. 

The  other  change  which  may  affect  industry  more  permanently 
is  the  creation  of  the  Department  of  Overseas  Trade.  TUs  was 
the  result  of  reports  on  the  relation  of  our  diplomatic  and  oonsular 
services  abroad  in  connection  with  our  Board  of  Trade  organi- 
zation at  home.'*  It  is  intended  that  the  State,  through  the 
new  department,  shall  more  actively  assist  the  foreign  trade  of 
the  country.  And  this,  although  not  a  revolutionary  change, 
lias  done  something  towards  the  readjustment  of  British  industry 
to  meet  the  needs  of  the  after-war  situation. 

FUTURB   RXLATION    OF    GoVKBNlfBNT   TO    InDUSTBT 

These  changes  must  be  regarded  simply  as  examples  of  what  is 
being  done  for  the  readjustment  of  industry  from  war  to  peace,  in 
so  far  as  that  readjustment  b  connected  with  administrative  ac- 
tion .  Obviously  there  are  many  movements  occurring  outside  the 
purview  of  the  Government  which  may  make  an  even  greater 
<iitference  to  future  industry  and  commerce  than  any  action  of  a 
iK»litical  kind.  And  still  more  obviously  tiiere  are  many  issues 
of  a  political  kind  still  undecided,  in  regard  to  tariffs,  essential 
industries.  State  manufacture,  nationalization  and  State  controL 
But  we  have  omitted  the  discussion  oi  suggestions  and  programs 
not  yet  accepted  by  the  Government.  Our  subject  has  been 
largely  historical.  It  is  a  record  of  accomplished  fact;  and  the 
value  of  what  has  been  done  will  be  more  easily  estimated  when 
the  transition  from  war  to  peace  has  been  accomplished. 
1^  But  it  seems  clear  that  in  the  United  Kingdom  the  preparation 
of  policy  is  now  regarded  as  essential  to  government  and  that  it  is 
now  regarded  as  natural  to  prepare  beforehand  for  future  prob- 
1(  ins  of  peace  as  states  have  always  prepared  for  war.>^     Wc  have 

**  Cd,  8815;  8715  and  8181,  on  the  RMrfuiisatioo  of  Commerdal  f ntdlifeooe 
Service*. 

"Of.  the  valuable  report  on  the  llachiDeor  of  Govcmmeot.  Ci.  MSO. 
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become  much  more  conscious  than  before  of  the  working  of  those 
economic  forces  on  wliicli  depends  the  supply  of  our  food  and  cloth- 
ing; and  we  are  niudi  less  willing  than  before  to  acquiesce  in 
the  method  or  want  of  method  which  we  have  inheritc'd  from  our 
grandfathers. 

It  b  difficult  to  make  any  adequate  general  statements  as  to  tlie 
policy  pursued  either  in  the  industrial  adjustment  to  war  con- 
ditions or  in  the  readjustment  to  peace.  The  first  and  most  strik- 
ing point  which  can  be  made  is  that  there  was  practically  no 
preparation  for  the  immense  changes  which  the  war  caused  in 
industry.  It  was  inevitable  that  no  preparation  should  have  been 
made;  for  no  one  had  imagined  that  the  possible  war  of  tlie  future 
would  be  so  far-reaching  in  its  effects.  But  the  result  was  that 
tiie  adjustment  of  industry  was  irregular,  often  inconsistent  in 
its  parts,  and  above  all — opportunist. 

Particularly  in  regard  to  the  production  of  munitions,  the 
action  of  tlie  State  dep)ended  rather  upon  separate  solutions  of  diffi- 
culties as  they  arose  than  upon  a  consistent  policy.  But  this 
does  not  imply  adverse  criticism  of  what  was  done;  for  it  is  im- 
possible to  conceive  of  a  policy  which  could  have  been  designed 
beforehand  to  meet  the  situation  of  1916  and  1917.  On  the 
other  hand,  an  attempt  has  been  made  to  prepare  industry  for 
the  readjustment  to  peace.  We  had  the  peace  situation  of  1914 
as  a  definite  starting-point  for  calculation  and  we  coidd  foresee 
acme  of  the  larger  problems  that  would  arise  when  hostilities 
ceased. 

In  the  second  place  it  may  tentatively  be  suggested  that  State 
action  in  regard  to  the  readjustment  of  industry  to  peace  condi- 
tions follows  the  English  precedent  of  the  removal  of  the  State 
from  the  industrial  and  commercial  field.  In  a  sense  we  are  going 
back  to  August,  1914;  that  is  to  say,  we  are  to  depend  on  non- 
governmental organization  for  the  supply  of  food,  clothing'  and 
common  services. 

State  socialism  will  not  result  from  the  war,  at  least  in  England. 
Indeed  the  experience  of  State  action  during  the  war  has  resulted 
in  a  very  general  suspicion  of,  and  even  hostility  to  officials. 
But  opinion  is  the  basis  of  government.  The  readjustment  of 
industry*  will,  therefore,  mean  a  withdrawal  of  the  State  into  a 
prescribed  circle  of  activities;  and  on  the  other  hand  government 
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by  businen  men  will  cease  to  be  aooepted,  as  the  sphere  of  political 
organisation  becomes  more  distinct  from  that  of  commcraal  and 
financial  acti\'itiea. 

Thirdly,  alUiou^h  the  State  withdraws  from  the  industrial  field 
it  will  not,  therefore,  become  leas  powerful.  Thete  is  a  general 
ft^fling  tiiat  Uie  State  can  do  very  miirh  more  than  it  has  done 
in  the  pa^t.  The  State  may  not  manufacture  or  sell  goods*  but 
it  may  control  much  more  completely  than  before  the  conditions 
under  which  goods  are  produced  and  distributed.  In  considering 
Uio  readjustment  of  industry  we  must  allow  for  this.  The  alter- 
nation to  state  socialism  or  state  ownership  is  not  necessarily  **go 
as  you  please." 

Nor  is  the  State  concerned  only  witii  punishing  crimes  or 
correcting  abuses  which  have  already  arisen.  Common  opinion 
will  certainly  support  supervision,  prevention  and  direction  on 
the  part  of  the  State;  and,  therefore,  in  the  readjustment  of  indus- 
try- Uiere  will  be  a  forestalling  of  i>oHsible  abuses  by  State  actioo  m 
regard  to  Uie  length  of  Uie  working-day,  holidays,  dangoooa 
trades,  workshop  control,  and  even  perhaps  the  Umitation  of 
profits  and  the  control  of  trusts  and  combines.  But  all  this  is 
h>'pothetical.  A  tendency  and  nothing  more  at  present  exists 
in  this  regard.  No  definite  actions  can  be  cited.  It  is,  however, 
obvious  that  among  the  soldiers  as  well  as  among  the  civil  popu- 
lation there  is  a  strong  feeling  that  we  should  not  go  back  to  the 
industriul  conditions  of  1914. 

Fourtlily,  the  State  has  made  considerable  advances  during  the 
war  in  the  organisation  of  joint  action  with  other  states.  Inlcr- 
allitnl  controls  may,  indtHxl.  disappear  as  soon  as  the  normal 
o|MTation  of  ei»onomic  forces  is  restored;  but  what  has  been 
K-ameil  cannot  altogetlier  be  lost.  We  omit  here  to  discuss  non- 
industrial  or  non-economic  joint  action;  but  in  so  far  as  intcr- 
allicMl  joint  action  has  affected  supply  and  distribution,  it  is  dear 
that  a  new  stage  has  been  reached  in  political  development. 
The  traditional  belief  of  theorists  appears  to  have  been  that 
« ( onoraic  forces  might  be  either  state  controlled  or  "free/* 

Hut  quite  obviously  these  two  are  not  the  only  possibilitMi 
which  exist.  There  might  be  a  dangerous  control  by  great 
interests,  which  are  often  operative  outside  and  across  the  frontiers 
of  any  one  state;  and  indeed  a  certain  amount  of  such  control 
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in  nomml  times  and  has  renewed  growth  in  times  of  war. 
It  is  against  this,  and  not  against  '* freedom/'  that  inter-state 
oontrol  is  directed.  During  the  war  joint  purcliase,  and  an 
allocation  of  tonnage  and  supplies  on  joint  agreement  have  been 
proved  possible;  and  doubtless  for  the  readjustment  to  peace,  if 
any  danger  similar  to  tliose  of  war  are  encountered,  tlie  same  kind 
of  inter-state  organization  will  be  used.  Indeed  an  adaptation  of 
such  organization  to  the  needs  of  the  transition  has  already  been 
achieved. 

Finally,  the  readjustment  of  industry  to  peace  conditions  is 
only  a  part  of  the  whole  problem  which  has  been  called  the 
problem  of  reconstruction.  Political  progress  does  not  neces- 
sarily take  place  only  by  slow  accretions.  There  may  be  sudden 
imitations  of  social  structure;  and  even  habits  and  customs  may, 
in  certain  crises,  change  suddenly. 

A  crisis  appears  now  to  be  imminent.  Violent  changes  have 
already  occurred  in  certain  coim tries;  and  undoubtedly  the  peoj^les 
of  the  world  expect  more  than  a  mere  restoration  of  tlie  pre-war 
situation.  But  the  policy  which  seems  most  likely  to  be  progres- 
sive will  allow  for  the  fact  that  it  is  impossible  to  transform  the 
whole  basis  of  economic  and  social  structure  during  a  time  of 
transition.  The  problems  of  the  transition  will  have  to  be  dealt 
with  as  ephemeral;  and  yet  the  method  used  should  not  prejudice 
the  possibilities  of  larger  and  more  radical  measures  of  reform 
and  reconstruction  when  we  approach  the  task  of  organizing  on 
a  permanent  basis  the  happiness  of  the  peoples  and  the  peace  of 
the  whole  world. 


Humanizing:  Indui^try 

By  Irving  Fishkb 
Yale  UnivertHr 

^IIK  war  revealed  great  industrial  dijcooient  in  our  country, 

'^  mid  our  consequent  weakness  in  time  of  stress  and  emer- 
gency. Lack  of  loyalty  and  lukewarmness  of  patriotism  appeared 
more  common  among  the  industrial  workers  than  elsewhere.  The 
I.  W.  W.  we  regarded  as  distinctly  disloyal.  For  their  disk^ty 
5oiiie  of  us  simply  blamed  them»  or  possibly  put  tlie  blame  upon 
(irrman  agents.  The  actual  fact  is,  however,  that  the  war  only 
n^vealed,  and  Germany  took  advantage  of,  a  dangerous  weakncas 
which  already  existed.  Any  propaganda  among  the  I.  W.  W. 
sunply  indicated  the  cunning  of  Germany  in  finding  the  weak 
spot  in  our  armor. 

The  fault  of  tlie  I.  W.  W.  is  not  prinuu-ily  with  its  members, 
but  with  our  exii»ting  social  and  industrial  system.  There  is 
MMiicthing  radically  wrong,  of  which  the  I.  W.  W.  is  a  symptom. 
N\  <  must  try  to  get  an  understanding  of  this,  not  stop  at  mere 
11. 1  me  of  its  victims. 

The  extent  of  industrial  unrest  i^ill  be  further  discovered,  and 
t}>*  ciiscontent  will  be  aggravated  now  with  the  sudden  reversion 
t>  {>eace  and  the  demobilizing  of  tJie  army.  The  experience  of 
(  aiiada,  for  instance,  has  already  shown  that  returned  soldiers 
arc  not  good  workers  because  they  are  not  satisfied  with  their  old 
liuiiidrum  existence  after  their  exciting  adventures  abroad. 
N  ill!  ty  per  cent  of  them,  it  has  been  asserted,  are  discontented. 

<  >rgani£ed  labor  has  the  right  to  say  here,  as  it  is  already  saying 

-md:    "We  have  done  our  bit  and  served  our  country*. 

^  our  country  going  to  do  for  us?*'    And  this  is  a  pertinent 
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i  lie  German  Government  did  everything  for  the  workingman 
f>t/>>re  tlie  war.  Therefore,  when  the  war  came  tlie  laborer  felt 
tl>.it  he  owed  his  country  something.  He  was  willing,  in  return, 
to  make  sacrifices  for  liis  country.  That  was  his  attitude  sub- 
(^Misciously,  at  least,  even  if  not  reasoned  out  It  is  upon  this 
Mibvonscious  sense  of  gratitude  that  patriotism  and  morale  are 
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alwa>'s.  in  the  liust  analysis,  dependent.  Now  the  people  of  Ger- 
many understand  the  situation  and  a  complete  breakdown  of 
morale  is  the  rt\sult. 

There  are  ^r^at  changes  necessary  and  imminent  in  bringing 
which,  I  l)elie\'e,  we  should  cooperate  \^nth  the  workingman.  It 
will  not  Im?  mere  increase  of  wages  and  reduction  of  hours,  tliough 
these  reforms  are  the  two  things  stressed  in  the  demands  of  the 
labor  unions.  These  neeils  have  constituted  \hv  "  labor  problem'* 
in  the  minds  of  most  of  us,  but  they  will,  I  believe,  largely  take 
care  of  themselves, — at  least,  with  the  help  of  the  labor  unions. 

There  is  a  more  fundamental  reform  upon  which  they  are,  to  a 
great  degree,  dependent.  Christ  stated  a  great  industrial  truth 
when  he  said,  "Man  shall  not  live  by  bread  alone." 

Wages  Dependent  on  Health 

Of  the  many  rights  w^hich  the  workman  has  heretofore  only 
fiartially  enjoyed,  the  greatest  is  the  right  to  healthful  conditions. 
Many  do  not  recognize  the  importance  of  this  right,  but  a  few 
labor  leaders,  like  Arthur  Holder,  are  giving  it  more  attention  as 
a  great  factor  in  industrial  success.  Health  is  the  workingman's 
capital,  his  only  important  asset.  The  man  with  money,  the 
capitalist,  does  not  need  health  as  a  means  of  making  a  living. 
If  he  falls  ill,  he  can  "live  on  his  money."  But  if  the  laboring 
man  loses  his  health,  he  loses  the  power  to  earn  his  living.  His 
wages,  which  we  consider  so  all-important,  are  dependent  on  his 
health. 

Some  i)eople  say  that  if  his  wages  were  raised,  his  health  would 
be  improved.  This  is  doubtless  true,  but  it  is  still  truer  that  if 
his  health  were  improved,  his  wages  would  be  increased.  To 
improve  slightly  an  individual's  health  will  not  necessarily,  it  is 
true,  nor  always,  increase  that  individual's  wages;  but  if  we 
increase,  even  slightly,  the  health,  and  thereby  the  working  power 
of  the  nation  as  a  whole,  the  general  wage  level  will  rise.  In  the 
last  analysis  wages  depend  on  productive  power,  and  t^e  working- 
man's  power  to  produce  is  dependent  on  his  muscle  and  brain,  i.e., 
his  health. 

A  good  illustration  of  this  truth  is  to  be  foimd  in  the  story  of 
the  hookworm  disease  in  the  South.  The  hookworm  is  called 
the  germ  of  laziness.    It  produces  anemia  and  saps  energy.    The 
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Roekefelkr  Hookwonn  Conimiatioo,  by  an  expenditure  ol  about 
05  ctrnUt  |>er  capita,  cured  the  diaeaae  by  wholesale  and  made  the 
Soutlieni  poor-whites  onoe  more  into  working  cttiaens.  With 
rqeained  health,  u  worker  could  produce,  at  the  least,  enough  to 
iiiuke  every  day  a  100  fier  cent  rt*turn  on  the  05  cents  invested  in 
Wis  hraltli! 

(treat  rt*t limit  are  to  he  had  from  invrntmentji  by  employers  in 
facttir^"  Hiiiiitation,  lighting;,  and  veniihiiion;  and  by  the  working- 
iiuui  in  l>etter  and  better  Hc*U*i*ti^  food,  houiiing,  clothing,  sports, 
amusemenbi  and  books  on  health;  and  by  the  state  in  hospitals, 
ftanatoria,  dispensaries,  liealtli  departmentii,  health  insurance, 
factory  ins|)eetion,  lalx>r  K^i^ilation,  school  hygiene,  recreation, 

Ic. 

The  workingman  should  have  not  only  physical  health  but  abo 
mental  health.     Mental  health  dei>end^  on  the  satisfaction  of 

(Ttain  fundamental  instincts.  If  these  major  instincts  are  not 
fairly  well  satisfied,  our  lives  will  l)e  failures,  ending  in  the  insane 
iisyluin  or  penitentiary.  A  human  being  whose  instincts  are 
lialked  becomes  an  enemy  of  society.  This  is  the  real  reason  for 
tile  I.  W.  W.,  as  was  emphasized  by  Prof.  Carleton  H.  Parker,  of 
the  rniversity  of  Washington,  who,  by  i)ersonal  contaet  and  deep 
insight,  probably  knew  more  about  tliat  much  discussed  organisa- 
tion tlian  any  one  else.     The  members  of  the  I.  W.  W.  were,  he 

aw.  not  innately  anti-social,  but  became  so  because  they  had 

iiuiividual  initiative  and  a  will  of  their  own,  and  refused  toconform, 

like  Uu»  ordinary  workman,  to  the  Procrustean  bed  of  industry 

l.Hlay      They  reMled,  like  the  small  boys  of  a  large  city  without 

lids  who  break  windows  for  excitement     When  boys  be- 

'•^tructive,  we  give  them,  not  a  jail  sentence*,  but  a  place 

at  any  rate  the  Juvenile  Court  recognizes  that  the 

u(uency  is  simply  a  miscarriage  of  the  boys*  legitimate  in- 

U 1  <  •  t  s . 

I  li«-  I.  W.  W.  workman  is  the  naughty  boy  of  industry.  We 
\ui\v  not  given  him  the  outlet  which  he  must  have.  The  very 
-ry  whieh  breaks  through  and  makes  him  destructive  would, 
alisted  for  constructive  work,  have  made  him  a  more  useful 
workman  tlian  his  mort^  docile  and  less  energetic  brother.  It 
may  be  too  late  to  reclaun  him  now,  but  we  can  at  least  prevent 
the  making  of  more  of  his  kind. 
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Major  Instincts  in  the  Workman's  Life 

I  shall  name  seven  major  instincts  which  apparently  must  be 
8atis6ed  to  make  a  noniinl  life.  First,  there  is  the  instinct  of 
self -presentation.  The  securing  of  a  living  wage  must  always  be 
the  first  concern  of  a  workingman.  This  has  always  been  recog- 
nized as  basic,  and  I  need  not  therefore  dilate  upon  it.  Further- 
more, self-preserv^ation  demands  the  maintenance  of  healthy 
working  conditions,  the  prevention  of  over-fatigue  and  the  pro- 
vision of  safetj'  devices.  No  man  can  do  his  work  well  if  he  feels 
that  it  is  fitting  him  only  for  the  scrap  heap.  Finally,  every 
employe  should  be  assured  of  a  steady  job  so  long  as  he  does  his 
part.  If  he  has  to  be  *Maid  off"  without  any  fault  of  his  own,  he 
should  have  due  notice  or  a  suitable  dismissal  wage.  Fear  of 
unemployment  dissipates  energy. 

Secondly,  there  is  the  instinct  of  self-expression,  or  worRman- 
adp.  '  Until  modem  industry  contrives  to  satisfy  this  instinct  in 
the  ordinary  workman,  our  labor  problem  will  not  be  solved.  I 
shall  consider  this  below  in  greater  detail. 

Thirdly,  there  is  the  instinct  of  self-respect.  Unless  the  work- 
man is  made  to  feel  that  "A  man's  a  man,  for  a'  that,"  he  will 
be  our  enemy,  will  cherish  a  grievance,  and  will  become  anti-social. 

The  employer  should,  so  far  as  possible,  use  praise  for  incentive 
rather  than  blame.  If  it  is  really  necessary  to  call  a  man  down, 
the  rebuke  need  not  be  administered  before  his  fellow-workers. 
The  workman  should  be  considered  trustworthy  until  he  has 
proved  himself  untrustworthy.  Rivalry  in  production  involves 
the  satisfaction  of  the  instinct  of  self-respect. 

Fourthly,  there  is  the  instinct  of  loyalty.  The  universality  of 
this  instinct  is  strikingly  illustrated  in  this  war.  Devotion  to  a 
cause,  sacrifice  for  this  cause,  heroism  if  you  like,  have  been  shown 
by  soldiers  who.se  whole  training  has  been  one  of  monotonous 
industry'.  The  instinct  of  loyalty  should  be  satisfied  in  industry, 
as  it  is  in  the  trenches.  The  employer  often  misses  a  great  oppor- 
tunity to  be  his  workingmen's  hero  or  honored  general  instead  of 
their  task  master. 

If  the  men  can  organize,  a  team  .spirit  will  develop.  Collective 
bargaining  and  other  forms  of  control  of  the  industry  by  the  men 
will  forestall  useless  "knocking"  and  discontent  and  will  develop 
loyalty  instead.     Mass  activities,  group  singing,  marching  in  a 
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tirade,  wearing  a  buUoa  or  chawiug  a  baieball  team  will  develop 

lid  foeter  a  united  feeling. 

Pride  is  an  important  constituent  of  loyalty.  Woriuni  have  a 
riKtit  to  expect  that  their  plant  is  one  worth  betng  proud  of. 
1  undamentally,  loyalty  is  based  on  justice  and  mutual  considenk 
tion.  The  employer  who  can  best  put  himself  in  the  place  of  his 
men  best  secures  their  loyalty.  Extra  work  or  overtime  can,  by 
loyal  workmen,  be  ''volunteered"  with  pleasure  where  "conscrip- 
ion  "  might  arouse  ill-feeling. 

The  great  instinct  of  love,  or  of  home-making,  is  a  fifth  instinct, 
and  one  vital  for  society.  The  homeless»  migratory  I.  W.  W. 
>  an  example  of  what  occurs  when  life  is  deprived  of  its  satia- 
{action.  A  man  thinks  of  his  own  family  as  part  of  himself. 
Uiii  success  means  their  happiness.  Any  action  on  the  employ- 
er's part  which  affects  family  welfare  inmiediately  arouses  resent- 
ment.  The  unrest  caused  by  inability  to  enjoy  family  life  or  by 
bad  instiDcUve  life  outside  Uie  plant  is  demoralising.  In  a 
word,  conditions  of  employment  should,  in  every  way,  conduce  to  a 
happy  family  life. 

The  workingman*s  instinct  of  worship,  if  we  nuiy  properly 
jipcak  of  such  a  faculty  as  a  sixth  instinct,  hungers  and  thirsts  for 
righteousness  and  often  is  not  filled.     If  his  daily  work  appeals  to 

is  whole  nature  and  not  merely  to  a  portion  of  it,  the  task  will 
be  exalted  to  become  really  a  part  of  his  religion.  No  man 
^'^'•^••Ui  have  to  do  work  which  is  degrading  or  which  will  tend  to 
idealism  or  warp  the  spirit  of  humanity  and  service. 

Finally,  the  play  impulse  must  be  satisfied  to  produce  mental 
' italth.  The  saying,  *'A11  work  and  no  play  makes  Jack  a  dull 
•oy,**  is  true  of  the  laboring  man. 

Some  instincts  are  almost  inevitably  repressed,  and,  deprived 
f  a  wise  outlet,  are  in  danger  of  an  unrestrained  outburst. 

-*"  provides  a  safety  valve.  This  play  should  not  be  frivolity, 
U'ss  dissipation,  but  entertainment  whicli  wih  develop  physi- 

il  and  mental  healUi  and  a  broadened  outlook  on  life.  A  long 
^vorkday  niukcs  proper  play  impossible,  and  is  largely  responsible 
for  a  man*s  resort  to  drink  and  other  perversions  of  play. 

Of  the  seven  mentioned,  only  the  instinct  of^sdf-preservation 

even  fairly  well  satisfied  by^the  majority  of^workcn.  We 
^^muu  too  continually  on  this  one  string.^  Human  Jiature  is  a 
Wp  of  many  strings.    We  must  use  the  rest  of  the  octave. 
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The  Instinct  op  Workmanship 

The  instinct  of  workmanship  has  been  all  but  crowded  out. 
So  gradual  and  subtle  has  been  the  change  that  we  do  not  recog- 
niee  it  until  we  suddenly  note  the  contrast.  Like  the  art  of 
making  iridescent  glass  which,  since  the  iridescence  was  due  to 
imperfections  in  the  process  of  glass  making,  was  lost  without  the 
loss  being  realized  as  that  process  w^as  gradually  perfected,  so 
the  instinct  of  workmanship  has  been  dropped  out  by  the  very 
perfection  of  modem  industry.  While  attending  so  closely  to 
the  product,  we  have  forgotten  the  psychology  of  tlie  producer. 
While  making  one  man  perfect  in  one  point  and  another  in  another 
point,  we  have  sacrificed  the  satisfaction  of  both.  The  monoto- 
nous nature  of  the  work,  and  the  fact  that  the  workman  does  not 
see  his  product,  are  the  characteristics  of  modern  industry  which 
cripple  the  effort  that  instinct  could  put  into  the  work,  and  which 
are  responsible  for  the  dissatisfaction  and  unrest.  Get  rid  of 
them,  and  the  main  (though  not  the  only)  obstacle  to  industrial 
peace  will  be  gone. 

In  modem  industry,  individuality  is  lost, — each  man's  work 
18  thrown  in  a  common  pool.  In  former  days,  the  cobbler  made 
the  pair  of  shoes  and  watched  their  progress,  inquiring  of  the 
wearer,  "How  do  they  wear  today?"  The  artist  similarly  has 
the  joy  of  self-expression  and  creation  in  his  picture. 

Text-books  of  economics  today  make  the  statement  that  the 
motive  for  work  is  money-making,  with  the  exception  that  artists 
and  scientists  work  for  the  joy  that  their  w^ork  gives  them.  There 
18  no  greater  fallacy  than  to  make  this  contrast.  The  workman 
has  this  same  power,  though  latent,  of  enjoying  self-expression  in 
his  work.  Our  usual  acceptance  of  this  fallacy  shows  how  far 
we  are  off  the  track. 

P)*e8ident  Eliot  of  Harvard  once  spoke  in  Boston  on  the  joy  of 
wock.     The  next  week  a  labor  leader  in  the  same  hall  spoke  with 
a  soomful  laugh  of  the  "high  brow's'*  reference  to  such  "joy" 
and  the  crowd  of  workingmen  present  approvingly  joined  inUi 
ridicule.     This  incident  is  pathetic  evidence  that  joy  of  work  i 
too  often  conspicuous  by  its  absence.     When  I  first  became  con 
scious  of  this  fact,  I  was  loath  to  publish  my  opinions.     I  was  not 
sufficiently  experienced  in  the  field  either  as  laborer  or  employer 
I  wanted  to  wait  until  I  could  see  the  ideas  tested. 


Humanizing  Induatbt  W 

In  Uie  last  year  Mijis  Maroi*s  book  **The  Cr«Ative  Impube  m 
InduBtry."  and  Ordw«y  Tcad's  on  "The  InitincU  m  Industry/' 
Itave  given  expression  to  substantially  these  same  coadmioni. 
From  still  anoUier  angle  Carleion  H.  Furker  had  readied  dnfltf 
views.  The  strongest  evidenoe  of  their  truth,  however,  is  the 
rienoe  of  RoluTt  B.  Wolf,  who  \\a»  applied  them  in  the  practi* 
...  management  of  a  paper  pulp  factory. 

What  did  Wolf  do?  He  introduced  into  his  mill  a  system  cl 
reoord-charU)  by  which  each  individual  workman  could  see  what 
his  contribution  to  the  product  was.  Just  as  in  baseball,  we  are 
interested  in  the  score;  and  just  as  in  school,  students  find  grades 
an  incentive,  so  the  workmen  were  stimulated  by  having  and  mak- 
ord.  The  curves  and  charts  which  Wolf  devised  gsve 
*'Tiity  for  such  expression  as  the  artist  or  handicrafts- 

l>       •*  Wolf  came  to  tlie  mill.  wh€*rc  he  tried  out  these  ideas, 

there  u^ted  to  be  discontt^nt.     On  his  arrival  as  manager,  there 

was  a  strike  on,  anfi  pickets  surrounding  the  yards.    The  mill 

>wner  told  him  to  get  that  energy  that  was  called  out  by  the 

trike  into  the  making  of  wood-pulp.    In  strikes, as  in  the  trenches, 

1  luTi'  is  tlie  satisfaction  of  the  instincts. 

At  first  antagonistic  to  Wolf*s  innovations,  the  men  soon  saw 

the  **  new  game*'  and  in  striving  to  excel  in  it,  found  a  constructive 

t  fur  the  impulses  that  had  previously  gone  into  destructive 

'•<.     They  no  longer  have  to  make  trouble  in  order  to  have 

ti  iig  of  ^'sometliing  doing.**     Discontent  is  gone.     It  has 

sometimes  been  necessary  to  change  a  man's  work,  but  almost 
never  to  discharge  a  man  for  inefficiency.  The  tendenc>'  of  let- 
tinir  men  slip  into  dead-end  jobs  is  overcome.  Mentally  and 
)>)i\>ically  each  man  is  suited  to  his  job.  Promotions  and  the 
ment  of  all-round  ability  are  encouraged.  The  work 
l'<  <  "iiii.^  educative,  as  the  workman,  watching  his  progress,  mas- 
t(  rs  the  process  until  he  can  himself  invent  improvements  in  the 
technique. 

I  have  sometimes  illustratinl  the  fact  tliat  employes  need 

than  monetary'  inducements,  in  this  way:    Suppose 

Wilson,  as  General  Pershmg's  employer,  had  said  to  the  GenenJ 

u  he  called  him  to  tlie  White  House  before  sending  him  over- 
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"Now,  Pershing,  you  are  going  to  do  a  job  for  me.  I  want  it 
well  done.  I  know  you  will  shirk  if  you  have  a  chance.  I  tliert - 
fore  want  to  hitch  up  your  interests  with  mine.  Your  pay  will 
depend  on  your  victories.  Fll  pay  you  a  bonus  for  every  Gerjuan 
killed  and  another  for  every  German  taken  prisoner.  Til  pay  you 
also  for  overtime  beyond  eight  hours  a  day." 

How  would  General  Pershing  reply  to  such  "inducements," 
especially  when  put  forward  as  though  President  Wilson  assumed 
that  he  could  not  be  expected  to  feel  any  other  motive  than  the 
mercenary  one?     Would  he  not  have  replied : 

"Here  is  my  resignation,  Mr.  President.  You  have  insulted 
me.  What  do  you  take  me  for?  Of  course  a  man  must  live,  but 
money  is  the  last  thing  I  am  thinking  of  now.  I  want  to  fight  for 
my  country,  for  you,  for  our  ideals,  for  glory,  and  for  the  satis- 
faction of  expressing  whatever  is  in  me  of  military  genius." 

An  objector  might  say,  "But  Pershing  is  a  general,  an  artist  in 
his  line,  an  exceptional  man."  Were  not  the  common  soldier> 
under  him  fighting  with  the  same  motives?  And  were  they  not 
the  very  same  men  who  were  formerly  in  shops  working  merely 
for  pay?  The  army  affords  the  most  supreme  illustration  of 
men  motivated  by  entirely  different  instincts  than  simply  self- 
preservation  or  "making  a  living."  Instincts  which  had  been 
reprened  or  dormant  up  to  this  point  in  their  lives  were  found  far 
more  powerful  in  these  workmen  soldiers  than  the  instinct  of  mak- 
ing a  living.  When,  as  ex-soldiers,  they  come  back  to  be  work- 
men again  they  will  unconsciously  miss  something  and  unless  il 
is  supplied  them,  there  will  be  trouble.  We  must  satisfy  theii 
higher  instincts.  The  employer  must  see  in  the  workman  hi 
brother  man,  of  the  same  flesh  and  blood,  with  the  same  soul 
hunger,  needing  the  same  soul-food  to  satisfy  it. 


The  Labor  Aspect  of  Reconstruction 

By  Clarenck  M.  Woolley 
WarThKfeBoMd 

^OR  nearly  two  yean  the  mind  and  muscle  of  America  have 

been  di^dicated  to  war.  but  Uie  dominant  note  rising  above 

claah  of  combat  has  been  unselfishness.    The  desire  to  serve 

been  the  usual «  not  the  exceptional,  attitude. 

Our  participation  in  Uie  war  represents  an  altruism  rarely  mani- 

by  nations;  however*  this  devotion  to  the  well-being  of 

is  not  expended  alone  on  far  away  objects  but  continues  to 

demonstrated  in  every  phase  of  our  social  and  industrial  life. 

it  of  this  experience  has  arisen  a  finer  sentiment  of  human 

ionship,  a  realization  of  the  interests  that  are  common  to  all 

kkind,  and  a  sense  of  responsibility  to  each  of  those  who  make 

the  nation. 

Men  of  business  engrossed  in  their  particular  objects  seldom 
find  occasion  to  voice  the  idealism  which  they  express  in  tlieir 
work.  In  a  true  sense,  the  idealist  is  practical  in  that  his  vision 
permits  liiin  to  make  use  of  realities  sooner  Uian  Uie  man  who 
pursues  material  advantage  so  closely  that  he  dare  not  raise  his 
yvs  from  the  groimd  to  catch  a  glimpse  of  a  newer  and  better 
world.  At  no  other  time  have  we  so  much  needed  this  spirit  or 
desire  to- look  out  upon  the  distant  horizon. 

The  crisp  sentence  uttered  some  months  ago  with  respect  to 
making  the  world  safe  for  democracy  has  caught  the  |>opular  ear 
and  conquered  the  imagination  of  all  men,  and  is  the  s>inbol  of 
that  force  whicii  will  make  for  an  advancing  ci>dlization.     Con- 
isly  or  unconsciously  the  world  has  revalued  its  conuuoditiei. 
i  le  same  time  it  has  revalued  the  human  asset.     In  this  process 
i>praisal  our  attention  has  been  attracted  more  by  material 
tlian  by  spiritual  considerations.    All  right-thinking  men  would 
l>e  pleased  to  see  these  new  values  permanently  replace  the  old 
standards.    It  is  well-nigh  certain,  however,  that  material  valua- 
tions cannot  be  stabilized  until  the  social  valuations  have  been 
tani^ihly  expressed  in  the  policy  of  those  who  are  called  upon  to 
ilirtvt  Uie  larger  affairs  of  the  country. 

81 
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Pfea»-WAR  Progress  for  the  Betterment  of  Workers 

In  striving  to  improve  present  conditions  we  should  not  close 
our  eyes  to  the  progress  already  made.  The  decade  preceding 
the  war  was  rife  vn\h  censure  and  criticism  of  large  scale  industrial 
operations,  but  during  that  period,  unknown  to  the  critic  or  to  the 
public  in  general,  the  progress  involved  in  this  economic  movement 
made  for  the  betterment  of  the  worker  in  the  same  degree  that  it 
gave  security  and  advantage  to  investments.  Information  has 
not  kept  pace  with  reformation;  not  only  had  this  process  been  as- 
sociated with  substantial  increases  in  wages  but  there  had  been 
evolved  by  many  of  the  larger  corporations  employment  depart- 
ments which  contributed  to  the  well-being  and  security  of  the 
men.  The  desire  to  accord  just  treatment  and  to  protect  them 
against  the  petty  tjTanny  of  the  oldtime  boss,  transferred  the 
employment  process  from  the  shop  foreman  to  the  trained  and 
sympathetic  specialist,  who  was  the  only  authority  empowered  to 
discharge  as  well  as  to  employ.  This  assured  fair  treatment  when 
disputes  arose.  The  employment  official  gave  to  each  worker  a 
hearing  and  before  the  final  act  of  dismissal  was  consummated  not 
only  the  facts  but  the  equities  involved  had  become  the  deciding 
factor.  If  it  were  found  that  a  man  had  been  assigned  to  work  for 
which  he  was  inept,  he  was  offered  an  opportunity  to  make  good 
in  some  other  capacity. 

This  method  gave  to  each  worker  the  assurance  of  steady  em- 
plo>Tnent  so  long  as  he  performed  his  task  with  reasonable  skill  and 
diligence.  His  tenn  of  serv^ice  was  not  dependent  upon  the  caprice 
of  his  immediate  superior.  It  fostered  in  the  mind  of  the  worker 
a  conviction  of  justice  and  security.  Aside  from  the  fundamental 
feature  of  hiring  and  discharging,  the  employment  department 
contained  medical,  dental  and  first-aid  subdivisions,  to  which  tli<' 
worker  had  ready  access  and  where  he  was  assured  of  sympathetic 
and  helpfid  attention. 

The  welfare  work  in  this  connection  was  not  confined  to  the 
activities  described  but  reached  out  to  the  homes  of  the  workers. 
If  a  man  did  not  report  for  work  in  the  morning,  a  messenger  was 
promptly  despatched  to  his  home  to  ascertain  the  facts  whicli 
prevented  his  appearance.  If  he  were  detained  by  illness,  or  if 
his  wife  or  children  were  sick,  the  report  was  brought  back  to  the 
emplo>anent  department,  and  the  medical  director  visited  the 
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luime  to  MoerUin  the  netnl  for  MukULoee^  which  wm  promptly 

atf-ordcd.  If  the  worker  were  overcome  by  sicknettwli  r  'i 

^  '"?f  of  8urroundiii0i«aoiiieof  thcUnrcrinduiitrial  ii»iiiuUou» 

|iiip|K*cl  Ihemidvei  with  saniUriuiiLH  tu  which  free  acoett  ii 

for  einployef ,  and  where  they  are  gratuitously  maintAtned. 

^t  ghiiuf  it  might  be  inferred  that  tin*  wurkc-r  wouhl  rejMMit 

. iitentiun.  but  experience  has  ovenvhelmiugly  proved  that 

where  there  Ls  no  desire  to  be  inquisitorial  or  dictatorial  he  ap- 

predates  such  service,  for  with  it  go  sympathy  and  a  genuine  desire 

to  recognize  Uie  mutuality  of  interest  inherent  in  the  relations  of 

employer  and  employe.     While  there  is  a  return  to  the  employer 

in  such  procedure,  the  advantage  to  the  employe  is  relatively 

^Tfatrr. 

i  his  system  inculcates  a  better  knowledge  of  hygiene  and  assists 
in  developing  a  strongtT  and  healthier  pi^ople.  It  also  deoemaes 
tlie  amount  of  dependency  which  otherwise  would  fall  upon  state 
and  municipal  institutions.  The  practical  test  as  to  tlie  wLulom 
of  this  plan  has  Imhmi  made  during  the  war  period,  in  Uiat  tiiose 
companies  which  follow  approximately  the  course  we  have  briefly 
outlined,  found  that  their  labor  turnover  was  extremely  moderate 
in  tlie  face  of  an  enonnous  turnover  where  such  n^asures  were  not 
adoptinl. 

Ihen,  too,  some  fifteen  years  ago,  the  process  of  creating  a 
pruprietarj*  interest  in  tlie  minds  of  tlie  workers  was  carefully 
studied  and  definite  plans  for  its  realization  were  put  into  effect 
by  many  of  the  more  advanced  corporations  of  the  countr>'.  The 
workers  have  been  encouraged  and  assisted  to  acquire  a  stock  in- 
trrest  in  the  employing  company.  In  one  company  which  has 
i»t^*n  calle<l  to  our  attention  the  employes  own  30  |x?r  cent  of  Uie 
stock. 

It  is  im|K>ssible,  even  if  it  were  desirable,  to  go  back  to  primitive 
methods  of  handwork,  but  it  is  desirable  to  retain  tlie  iiM*ntal 
attitude  which  attended  the  workman  who,  in  his  own  housi\  and 
working  wnUi  his  own  tooU,  turned  out  a  finished  product  from 
material  purchased  or  produced  by  himself.  The  actpiisition 
«>f  shares  of  stock  by  the  workman  has  been  found  to  rtvstore  in 
>«»iue  measure  at  least  the  mental  attitude  of  the  oldtime  hand- 
worker. The  foregoing  plans  were  evolved  gradually,  just  as  all 
enduring  steps  of  progress  have  been  taken. 
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Shall  the  Existing  Scale  of  Wages  be  Maintained? 

At  this  time  no  greater  problem  ])resents  itself  for  solution  Uian 
that  of  wages.  We  are  face  to  face  wiUi  the  question  of  whetluT 
or  not  the  existing  scale  of  wages  shall  be  maintained.  The  world 
has  made  a  new  appraisement  of  its  assets,  and  if  I  am  not  mis- 
taken, the  valuation  of  the  individual  will  continue  to  be  rep- 
resented in  larger  tenns.  The  revaluation  of  the  individual  has 
largdy  determined  the  new  value  of  commodities. 

Statistics  will  show  to  a  nicety  the  value  of  our  lands,  our 
mines  and  our  shops,  but  we  would  search  long  to  find  a  rule  for 
the  appraisement  of  the  man  power  of  the  country.  If  the  new 
valuation  placed  upon  labor  is  maintained,  the  value  of  commodi- 
ties must  likewise  remain  on  a  higher  level.  The  measure  of  in- 
flation in  conmiodity  prices  is  not  so  great  as  it  otherwise  would 
seem. 

Prior  to  the  war,  wages  in  this  country  as  compared  to  those 
which  were  current  in  European  countries  were  approximately  80 
per  cent  to  100  per  cent  higher.  The  scale  of  wages  now  is  ap- 
proximately 50  per  cent  higher.  K  the  United  States  could 
prosper  and  develop  under  the  former  condition  of  relative  wages 
it  would  seem  to  be  certain  that  it  can  likewise  prosper  \mder  the 
present  differential.  This  involves  the  assumption  that  the  in- 
genuity and  ability  of  American  manufacturers  can  maintain  the 
same  superiority  with  respect  to  shop  organization  and  mechanical 
methods  to  permit  of  an  increased  output  per  man,  while  it  is 
certain  that  the  supply  of  raw  materials  in  the  United  States  will 
continue  to  give  this  country  an  advantage  over  all  others. 

The  largest  corporation  in  the  world  has  already  announced  a 
reduction  in  the  price  of  its  commodities  with  the  assurance  that  it 
will  not  reduce  wages.  This,  for  the  moment  at  least,  reflects  the 
attitude  of  large  scale  business  throughout  the  country. 

It  is  true  that  wages  in  certain  special  war  work  were  abnormally 
inflated  due  to  overtime,  but  such  inflation  can,  without  difficulty, 
be  corrected  by  the  abandonment  of  the  overtime  feature.  Those 
industries  which  have  operated  on  a  conservative  and  permanent 
basis  have  on  the  average  increased  wages  approximately  100  per 
cent,  and  it  is  this  phase  of  the  wage  problem  to  which  attention  is 
now  directed. 

There  never  has  been  a  time  when  the  business  men  of  the 
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United  States  wero  man  favorably  diipoaed  towards  a  lar^ar  dis- 
tribution of  labor.    Hcnoe  the  sentiment  is  quite  universal  that 
the  present  level  of  wages  should  be  maintained.     Whether  or 
not  this  can  be  aooomplishad  depends  upon  a  myriad  of  factors 
which  it  is  beyond  the  purpose  cl  this  paper  to  discuss.    In  any 
event  wages  will  not  decline  unless  the  desires  and  purposes  of 
the  business  men  of  the  country  are  defeated  by  conditioos  over 
which  they  have  no  control. 
The  whole  world  must  increase  production,  earnings  and  savings 
'  r  to  replace  the  dissipation  ol  wealth  incident  to  the  war. 
icmative  is  to  spend  less  and  to  adopt  a  lower  standard  of 
liviiie.    The  decisive  element  in  the  increased  cost  of  living  is  not 
tlx  i(>e  which  must  be  paid  for  food,  clothing,  shelter 

aixi  M.i.i.v^c^other  things,  but  the  higher  standard  of  living  which 
iiM  li  aM'd  wages  permit  the  worker  to  adopt.  Consequently  a 
reduction  in  wages  means  the  lowering  of  the  standard  of  living. 
That  is  why  every  well  wisher  for  a  better  civilization  desires  the 
inaintt*nance  of  the  present  scale  of  wages  throughout  the  world, 
not  only  in  the  interest  of  those  who  receive  such  wages,  but  in  the 
interest  of  society  in  general. 

Working  Standards  for  Present  Wage  Scale 

It  has  been  possible  to  pay  wages  to  the  rank  and  file  of  working 
men  which  permit  them  to  enjoy  many  things  not  accessible  to  the 
worker  of  the  old  days,  because  of  the  great  advance  in  mechanical 
inventions  and  the  extension  of  scientific  industrial  management. 
In  order  further  to  increase  the  output  per  man  and  to  permit  the 
present  scale  of  wages  to  be  maintained,  such  scientific  metliods 
must  be  further  developed  alone  with  additional  invcstinnit^s  in 
tools  and  machinery'. 

Capital  must  be  provided  to  accomplisli  these  progressive  results 
and,  Uierefore,  care  should  be  taken  not  unduly  to  curtail  profits 
by  taxation  or  by  imposing  other  burdens  which  will  render  it  im- 
possible constantly  to  add  to  the  productive  equipment  of  the 
country. 

In  order  to  set  a  man  at  work  he  must  be  provided  with  shop 
equipment,  power  and  proper  housing  conditions  to  permit  him 
to  use  with  greatest  effect  his  physical  strength  and  mental  apti- 
tude.   The  manufacturer  must  also  safeguard  the  worker  as  to 
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health  and  surround  him  with  those  influences  whicli  will  offer  pro- 
tection against  mental  and  physical  fatigue.  Highly  trained  and 
sympathetic  supervision  must  also  be  provided  tliat  a  higher 
tj^pe  of  man  may  thereby  be  developed  and  his  productive  effi- 
ciency increased. 

The  eight-hour  day  has  at  last  been  sanctioned  by  England  and 
by  a  large  section  of  industrial  America.  The  committee  com- 
posed of  statesmen,  economists  and  manufacturers  appointed  by 
Parliament  has  declared,  after  a  long  and  practical  examination, 
that,  under  the  auspices  of  the  eight-hour  day,  a  larger  production 
per  man  for  a  period  of  twelve  months  can  be  effected.  They 
testify  that  the  aggregate  of  production  will  thereby  be  increased, 
while  conserving  the  man  power  of  the  nation. 

It  has  been  ascertained  that  one  hundred  million  dollars  are 
required  annually  in  England  to  find  work  for  the  natural  increase 
in  the  population  of  that  country.  In  this  country  a  very  much 
larger  amount  will  be  required  for  a  similar  pur]>ose.  It  is  impor- 
tant, tlierefore,  to  recognize  the  need  to  encourage  the  investment 
of  capital  in  productive  capacity.  Obstructive  and  •  vexatious 
legislation  is  quite  as  injurious  to  labor  as  it  is  to  capital.  Legisla- 
tion will  encourage  and  not  obstruct  business  if  the  attitude  is 
affirmative  rather  than  negative. 

If  capital  invested  in  business  cannot  earn  sufficient  to  pay 
reasonable  dividends,  with  something  in  addition  to  cover  the 
inevitable  hazards  of  industry,  it  is  obvious  that  money  cannot  be 
found  to  increase  the  shop  capacity  for  greater  production.  With- 
out such  recognition  to  capital,  it  is  a  foregone  conclusion  that 
higher  wages  cannot  permanently  be  maintained. 

Taxation  and  Industrial  Stability 

More  than  ever  is  it  desirable  to  encourage,  if  not  to  compel  by 
law,  the  setting  aside  of  reserves  to  insure  the  integrity  of  inven- 
tories which  are  now  threatened  by  fluctuations  in  prices  to  a 
greater  extent  than  at  any  time  witliin  the  memory  of  the  present 
generation;  this  to  warrant  confidence  in  balance  sheets  for 
bankers  and  investors,  and  to  give  assurance  and  courage  to  in- 
dustrial managers  for  the  expansion  of  producing  capacity.  The 
profits  of  an  industrial  company  are  represented  to  a  great  extent 
by  its  inventory,  not  by  cash  in  the  bank.    The  cash  item,  as  a 
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rule,  represenU  but  a  small  percentage  when  oompared  with  the 
inventory  item  in  the  balance  theet  The  failure  of  the  bank  to 
repay  the  cash  deposit  would  prove  a  minor  cataatropbe  compared 
to  a  suddrn  Mhrinkage  in  the  value  of  the  inventory,  doe  to  a 
decline  in  the  market  pricea  of  the  conunodities  included  therein^ 
The  abaenoe  of  a  reserve  to  offset  a  shrinkage  in  the  inventory 
values,  at  a  time  like  this  when  economists  predict  and  wyommend 
a  deflation  of  pricea,  constitutes  a  grave  menace  to  the  stability  of 
our  industrial  situation. 

Profits  have  been  swollen  by  the  arbitrary  movement  of  prioea 
upward,  but  practically  all  of  these  profits  remaining  over  and 
above  income  and  excess  profits  taxes  are  represented  by  invento- 
<  le  up  on  the  basis  of  increased  commodity  prices.  It  is 
that  the  actual  realization  of  such  profits  is  dependent 
lie  sale  of  the  merchandise  at  or  above  the  values  givett 
in  the  inventories.  Therefore,  if,  through  the  decline  in  prices* 
thr  inventory  values  representing  these  profits  are  depreciated,  the 
manufacturer  will  suffer  an  unfair  and  irrevocable  loss,  inasmuch 
as  he  has  contributed  taxes  to  the  government  on  the  basis  of  an- 
ticipatory or  paper  profits. 

The  only  protection  against  the  disastrous  effect  of  the  deflation 
in  |)rices  lies  in  the  practice  of  setting  up  a  reserve  to  cover  snch  a 
contingency.  The  present  tax  law  discourages  such  conservative 
and  necessary  procedure.  Congress  should  lend  itself  to  a  serious 
and  solemn  study  of  this  question.  The  British  Government 
permits  and  encourages  such  practice  in  the  interest  of  a  sound  and 
stable  post-war  industrial  condition.  The  French  Government 
has  not  yet  collected  the  excess  profits  taxes  for  the  yean  1916  and 
1917  and  has  announced  that  such  taxes  wiW  not  become  due  and 
payable  until  after  the  war,  this  presumably  in  the  interest  of 
industrial  stability.  Shall  the  United  States  be  kas  conservative 
and  far-sighted  in  this  respect? 
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^The  following  illustration  will  enforce  the  point  I  am  making; 


InmUory  tatru  tonnage  or  units 
JwiiiAry  1.1918    December  81.  1018 
$60,000*                  $100,000^ 
at  acIuaI                    actual 

Abnormal  profit  due  to  price  inflation 
$50,000* 

cost                          cost 

The  $50,000  abnormal   profit  was  This  in  addition  to  normal  trading 

made  in  the  process  of  selling  at  market  profit  -The    latter    profit    subject   to 

prioet  those  things  which  cost  50  per  normal  income  tax. 

*  as  tales  were  made  the  The  abnormal  profit.  $50,000.  sub- 


siodc,  or  inventory,  was  kept  up  to    ject  to  excess  profit  tax  80  per  cent 
normal  as  regards  units  or  tonnage,  so    $40,000.*    Front  retained  $10,000.* 
that  at  the  end  of  the  year  the  actual 
coat  thereof  was  $100,000.* 

Now,  if  the  deflation  process  reduces  the  market  price  to 
the  level  represented  by  the  prices  applied  to  the  January  1 
inventory*  =  the  actual  loss  due  to  this  arbitrary  fluctuation 
would  be  $50,000. 

Thearbitrary  profit  on  the  way  up  was  $50;000,»  $40,000  of  which 
was  paid  in  taxes,*  hence  the  actual  loss  to  the  business  would  be 
$50,000  less  $10,000*  =  $40,000,  which  sum,  in  all  probability, 
would  represent  the  increased  line  of  credit  extended  by  the  bank, 
so  that  the  capital  of  the  business  would  be  reduced  below  the 
pre-war  status  even  if  no  profits  were  withdrawn  as  dividends 
or  otherwise. 

The  Remedy 

Deposit  the  80  percent  tax*  $40,000,  in  federal  reserve  bank, 
ultimately  to  be  paid  the  government  if  the  inventory'  prices  do 
not  shrink,  and  if  inventory  prices  do  shrink,  the  payment  to  the 
government  would  be  pro-rated  in  proportion  thereto. 

A  careful  examination  of  these  questions  always  leads  us  back 
to  the  problem  of  wages.  The  prosperity  and  security  of  labor 
is  involved  to  the  same  extent  as  capital  in  the  proper  adjustment 
of  these  vital  matters.  Inasmuch  as  the  world  of  business  is 
reconciled  to  and,  in  many  cases,  eager  for  the  maintenance  of  the 
existing  higher  scale  of  wages,  its  realization  is  obviously  depend- 
ent upon  greater  production  and  increased  demand.  If  the  eco- 
nomic adjustments  can  be  made  to  warrant  such  expansion,  the 
United  States  will  enter  upon  an  era  of  unprecedented  business 
activity. 

The  war  ridden  coimtries  of  Europe  are  eager  to  purchase  vast 
quantities  of  our  raw  materials  and  manufactured  products.     It 
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would  lean  aaccwary,  therefore,  at  this  juncture,  for  the  United 
States  to  finance  such  purchases  eithiT  throu^  government  loans 
or  by  private  advances  of  capital.  The  govcnunent  and  people 
of  the  United  States  must  face  this  problem  with  courage  and 

I  understanding,  for  unless  it  is  approached  in  an  affirmative  and 
sympathetic  manner  it  will  lessen  the  ability  of  thoae  countries  to 
pay  interest  on  the  loans  already  made — and  necessarily  to  a  laige 
extent  in  commodities.  We  must  buy  if  we  would  sell,  and  make 
MW  loans  if  we  are  to  realiise  on  those  already  made.  Refusal  so 
to  do  will  menace  not  only  the  maintenance  of  the  high  scale  of 
wages  now  current,  but  may  delay  for  many  years  the  reconstruc- 
tion of  business  on  a  basis  which  will  insure  stable  and  far-reaching 
prosix'rity. 

We  have  faith  that  the  correct  solution  of  these  problems 
will  be  found  because  the  people  of  the  United  States  have  not 
lowered  their  ideals,  narrowed  their  vision,  nor  diminished  their 
,        courage  in  this,  the  hour  of  victory. 


The  Civil  Service  in   Post- War  Readjustment 

By  Herbert  E.  Morgan 
Of  the  United  States  Civil  Service  Commiasion 

ANY  American  institution  that  normally  employs  in  the  neigh- 
borhood of  a  half -million  workers,  or  approximately  one  in 
two  hundred  of  our  entire  population,  and  the  personnel  of  which 
WS8  expanded  to  almost  a  million  to  meet  war  demands,  must  be 
oomidered  in  the  general  shaking-up  and  sorting-out  process  of 
ditmembering  the  human  machinery  of  war.  Such  an  institution 
if  the  civil  service  of  the  United  States. 

There  were  considerable  increases  in  the  civil  establishment 
during  the  p>eriod  of  war  before  the  participation  of  the  United 
States.  After  the  American  declaration,  the  great  army  of  work- 
ers behind  the  fighting  forces  grew  by  tens  of  thousands  until  it 
numbered  almost  a  million  men  and  women.  In  the  nineteen 
months  of  America's  participation  in  the  conflict  the  United 
States  Civil  Service  Commission  gave  examinations  under  the 
civil-service  law  and  rules  to  slightly  less  than  a  million  persons 
and  supplied  to  the  service  about  400,000  persons  with  tested 
qualifications.  The  number  of  civilian  employes  in  the  District 
of  Columbia  increased  from  about  35,000  to  approximately  95,000. 
The  mechanical  forces  at  navy  yards  and  naval  stations  increased 
from  less  than  21,000  to  more  than  100,000,  and  in  government 
ordnance  plants  from  11,000  to  about  40,000.  Other  branches 
were  greatly  augmented.  Not  only  was  it  necessary  to  provide 
qualified  men  and  women  in  numbers  sufficient  to  meet  the  un- 
preoedented  calls  for  extra  workers,  but  the  places  of  thousands 
of  men  who  shifted  from  the  civil  to  the  military  service  had 
to  be  filled  as  well. 

With  the  war  practically  ended  there  is  a  partial  reversal  of 
processes.  Two  matters  which  now  have  the  attention  of  the 
government  are  the  replacement  in  either  government  or  private 
employ  of  ci\nlian  workers  who  are  dismissed  because  of  necessary 
reductions,  and  the  reinstatement  in  the  civil  service  of  men  who 
left  that  brandi  of  the  government  to  meet  the  Hun  on  the  field 
'  of  battle. 
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At  the  time  thb  if  bemg  written  aome  radiietkm  in  the  penoo- 
nel  of  the  dvfl  service  have  abeady  been  made.  The  heavy  redoe- 
tions  are  yet  to  come,  but  they  will  extend  over  a  period  of  many 
montha.  Not  all  of  the  *'war  workers**  will  be  dismissed,  how- 
ver.  While  it  stands  to  reason  that  the  government  cannot 
iiiploy  indefinitely  the  maximum  war  force,  it  is  equally  certain 
that  never  again  can  its  normal  businest  be  conducted  with  the 
pre-war  equipment  A  return  to  the  conditions  that  existed  two 
years*  ago  is  utterly  impossible.  There  are  indications  that  a  still 
more  extensive  naval  construction  program  will  be  authorised;  the 
regular  army  will  be  a  larger  institution  than  before  the  war,  at 
least  for  some  time  to  come,  and  a  considerable  part  of  the  mihtary 
establishment  possibly  will  be  needed  to  assist  in  policing  Central 
Europe,  in  enforcing  peace  terms,  and  in  the  rehabilitatioo  of 
ilovastated  portions  of  Belgium  and  France;  increased  govem- 
iient  ownership,  or  at  least  control  of  public  utilities  is  also 
among  the  possibilities;  the  huge  national  debt  necessitates  the 
collection  of  additional  revenue  from  many  and  varied  sources; 
the  war  may  leave  us  ^ith  a  merchant  marine  worthy  of  the  name* 
omo thing  that  a  thirty  years'  fight  for  subsidy  failed  to  accom- 
plish; our  foreign  trade  will  be  increased;  industries  must  absorb 
the  greater  part  of  the  millions  of  men  who  made  up  our  fighting 
forces;  soldiers  and  sailors  who,  as  a  result  of  wounds  received  in 
he  conflict,  are  incapable  of  returning  to  their  former  occupations, 
must  be  re^ucated  so  as  to  fit  them  again  to  be  wage-earners; 
the  government  has  gone  into  new  lines  of  work,  sudi  as  insurance 
for  soldiers  and  sailors.  Each  of  these  things  will  make  work 
for  the  dvfl  establishment.  In  the  aggrc^te  they  wfll  keep 
thousands  of  employes  busy. 

As  soon  as  the  armistice  was  signed  it  became  evident  that, 

unless  prompt  measures  were  adopted  to  prevent  it,  the  wasteful 

operation  of  dismissed  employes  leaving  on  trains  that  psssfd 

>thers  bringing  in  new  appointees  would  develop;  for,  while  re- 

luctions  in  some  parts  of  the  service  could  be  regarded  as  a 

orollary  of  the  cessation  of  hostilities,  it  was  certain  that  some 

^'03,  such  as  the  Bureau  of  War  Risk  Insurance,  the  Bureau  of 

I      rnal  Revenue,  and  the  Office  of  the  Adjutant-General  of  the 

Vmiy,  would  be  confronted  by  after-war  tasks  too  heavy  for  the 

forces  already  employed.    Hie  obvious  thing  to  do  to  forestall 
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such  an  anomalous  situation  was  to  make  an  arrangement  whereby 
employes  dismissed  from  offices  in  which  they  were  not  needed 
could  be  used  in  offices  in  which  they  were  needed.  Existing  law 
did  not  jK^rmit  the  transfer  of  employes  from  one  department  to 
another  if  they  had  served  less  than  three  years;  and  in  order  to 
meet  the  situation  the  President  issued,  on  November  29,  1918, 
on  the  recommendation  of  the  Civil  Service  Conmiission,  an 
Executive  order  which  provides  that  the  names  of  p>ersons  in  the 
competitive  classified  service  with  unrestricted  status  who*  were 
appointed  prior  to  the  date  of  the  order,  who  have  served  less  than 
three  years,  who  are  separated  from  the  service  because  of  reduc- 
tion of  force,  and  who  are  recommended  for  fiu-ther  employment 
by  the  government  because  of  demonstrated  efficiency  in  the 
offices  from  which  they  are  separated,  will,  upon  request,  be  en- 
tered by  the  Civil  Service  Commission  upon  appropriate  eligible 
registers  for  reappointment,  eligibility  thereon  to  continue  for 
one  year  from  the  date  of  separation. 

Re^mplojTiient  registers  established  under  the  terms  of  the 
Executive  order  have  been  in  a  constant  state  of  exhaustion,  the 
eligibles  havdng  been  certified  and  appointed  as  soon  as  they  were 
available.  There  has  been  a  net  reduction  in  the  personnel  of 
some  thousands  since  the  signing  of  the  armistice.  In  practically 
all  cases,  excepting  employes  of  ordnance  plants  of  the  army, 
those  who  have  left  the  government  service  and  returned  to  their 
homes  have  done  so  because  they  did  not  wish  to  remain.  Large 
numbers  of  persons  entered  the  civil  service  during  the  period  of 
war  for  patriotic  reasons  and  at  some  personal  sacrifice,  and  many 
of  these  have  felt  that  they  were  justified  in  returning  to  their 
homes  and  again  taking  up  their  normal  duties. 

It  is  expected  that,  when  the  reductions  in  the  civil  service 
become  heavier,  there  will  be  a  surplus  of  eligibles  on  the  reemploy- 
ment registers.  With  a  feeling  that  discharged  war  workers 
should  have  the  assistance  of  the  government  in  obtaining  em- 
ployment, as  well  as  with  consideration  for  the  larger  economic 
aspects  involved,  the  Civil  Service  Commission  is  in  communication 
with  the  Department  of  Labor  with  a  view  to  making  arrange- 
ments in  advance  for  the  replacement  in  private  employ  of  surplus 
eligibles  on  reemployment  registers  when  such  surplus  shall  exist. 
Also,  the  oommission  recommended  to  the  chairmen  of  the  Senate 
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Houie  ocnninittoet  on  the  census  that  provision  be  made  in 
fgiiilation    authorising   the   fourteenth   decennial   census   that 
OQ  rctaiployment  registers  established  under  the  Execu- 
order  of  November  89, 1918,  shall  be  used,  so  far  as  is  practi- 
»le,  for  filling  positioos  in  coonection  with  the  census.    The 
lus  bill,  which  has  been  reported  from  conference,  **Ant^fnf 
a  provision. 

Anticipating  the  time  when  men  who  left  the  dassified  ctvO 
ice  to  enter  the  war  would  be  mustered  out,  and,  therefore, 
employment,  the  Civil  Service  Commission  recommended 
the  President  that  provision  be  made  for  the  reinstatement 
the  dvil  service  of  such  men.  Accordingly,  the  President  is- 
I,  on  July  18,  1918,  the  following  Executive  order: 


iMTing  the  rliMJfhid  civil  tervioe  to  afBge  in  tlie  miliUry  or  oavbI 

of  tbe  sovaninent  during  the  preeent  war  with  Germany  aad  who  has 

booorably  diieharged  may  be  wrinttatad  in  the  ctril  aenrioe  at  aoj  tioM 

five  yean  after  hii  diacharge,  provided  that  at  the  time  of  reisiiataaMot 

that  the  required  fitness  to  perform  the  duties  of  the  poeition  to  which  raimlalo- 

It  is  sought 

Under  the  reinstatement  rule  which  applies  to  persons  other 

those  who  come  wnthin  the  terms  of  the  Executive  order 

'quoted,  a  person,  who  separates  from  the  classified  dvil  service 

without  delinquencj'  or  misconduct  may  be  reinstated  in  the  de- 

jHiriment  from  which  he  separated  upon  the  request  of  such  depart- 

Mirnt  made  within  one  year  of  the  date  of  separation.     Under  the 

terms  of  the  Executive  order  applying  to  soldiers  and  sailors  in 

the  present  war,  a  person  who  comes  within  the  terms  of  the 

r  may  be  reinstated  anywhere  in  the  eUueified  service  within 

N'ears  after  his  honorable  discharge  from  the  militarj*  or  na\7d 

«    vice,  provided  that  at  the  time  ol  reinstatement  he  is  fitted 

for  the  work  to  be  performed. 

The  ci\nl-8crvice  law  and  rules  do  not  give  to  the  Civil  Service 
Commission  any  power  of  appointment  or  removal;  that  power  is 
left  where  it  was  prior  to  such  law,  namely,  in  the  President  and 
t)  1*  heads  of  the  departments.  Therefore,  the  commission  is  not 
'  ^'zcd  to  oust  present  incumbents  of  dvil  positions  to  make 
•r  disdiarged  soldiers  and  sailors  who  are  eligible  for  rdn- 
^tit.  nunt;  the  most  that  the  commission  can  do  is  to  bring  their 
•  It  > ire  for  retoiployment  in  the  government  service  to  the  atten- 
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tioD  of  appointing  officers — that  is,  heads  of  departments  and 
independent  offices.  The  action  taken  by  the  commission  with 
til  is  end  in  view  is  shown  in  the  minutes  of  its  proceedings  for 
January  9,  1919,  as  follows: 

ft.  RBDiaTATEIfENTB  UNDEB  ExECUnTB  OrDER  OF  JULT  18,   1918,  OF  MeN 

Woo  BwTiau  THE  Military  or  Naval  Service. 

The  fbOowing  outline  of  action  to  be  followed  with  reference  to  reinstatements 
under  the  Executive  order  of  July  18,  1918,  is  approved.  The  order  provides 
for  reinstatement  in  the  civil  service  at  any  time  within  five  years  after  discharge 
from  the  military'  or  naval  service. 

Public  announcement  will  be  made  that  men  who  are  eligible  for  reinstatement 
under  the  Executive  order  of  July  18,  1918.  may  apply  direct  to  the  office  or 
eetablishment  from  which  they  entered  the  military  or  naval  service  if  they 
desire  reinstatement  there,  or  to  the  proper  district  secretary  if  they  desire 
emplo>'ment  in  some  branch  of  the  field  service,  or  direct  to  the  commission  if 
they  desire  reinstatement  to  positions  filled  from  the  commission's  registers  at 
Washington. 

General  authority  will  be  given  to  boards  at  various  government  establish- 
ments, such  as  navy  yards,  arsenals,  engineer  districts,  etc.,  to  reinstate  men 
who  meet  the  requirements  in  positions  for  which  the  boards  maintain  registers. 
District  secretaries  will  maintain  lists  of  persons  eligible  for  reinstatement  who 
desire  reinstatement  in  positions  for  which  the  district  secretary  maintains  an 
dSgible  register,  and  the  commission  will  likewise  maintain  lists  for  positions 
filled  from  the  commission's  registers.  The  attention  of  appointing  officers  will, 
be  called  to  these  lists  of  persons  eligible  for  reinstatement. 

In  determining  qualifications,  the  physical  condition  shown  upon  a  man's 
discharge  from  the  military  or  naval  service  will  be  accepted,  unless  there  is 
reason  to  doubt  that  his  present  condition  is  the  same  as  when  discharged,  when 
further  physical  examination  may  be  required. 

Where  physical  condition  is  such  as  seems  to  render  the  man  ineligible  for 
reinstaiement,  the  case,  with  the  man's  previous  record,  will  be  reported  through 
the  commission  to  the  vocational  board  with  a  view  to  the  applicant's  possible 
rehabilitation. 

It  has  not  been  the  practice  of  the  Civil  Service  Commission  to 
maintain  lists  of  persons  eligible  for  reinstatement  under  the  usual 
reinstatement  rule.  Persons  eligible  for  reinstatement  under  the 
rule  and  who  desire  it  are  required  to  make  application  for  rein- 
statement to  the  office  from  which  they  separated,  and  upon  the 
request  of  such  office  the  commission  issues  a  certificate  authoriz- 
ing the  reinstatement,  if  it  is  permissible  imder  the  rules.  It  will 
\)e  noted,  however,  that  in  the  case  of  discharged  soldiers  and 
saflors  who  are  eligible  for  reinstatement  imder  the  Executive 
order  of  July  18,  1918,  the  commission  plans  to  go  further  and  will 


i 


TiiE  CnriL  Saamcm  amb  BmMtmKMmn  105 

do  everything  within  iU  authority  to  aidft  tliem  to  find  new 
positions  in  .the  ciyil  servici-. 

The  preference  in  original  appoinUnoit  to  dvil  pontiooa  which 
the  present  law  allows  to  diacharged  aoldieri  and  aailon  is  specWed 
in  section  1754  of  the  Revised  SUtutes,  which  prvrides  that  per- 
sons honorably  discharged  from  the  military  or  navml  scnrioe  6y 
r$a»on  of  disabiUhj  resulting  from  wamub  or  sidbMM  meun^  w 
tk$  line  of  duty  hiiall  be  preferred  for  appohtments  to  the  dvO 
oflBces,  provided  they  are  found  to  possess  the  business  capacity 
necessary  for  the  proper  discharge  of  the  duties  of  such  oflkxs.  A 
jHTson  who  has  been  allowed  preference  under  the  sUtute  has  the 
follo\\nng  advantages:  (a)  He  is  released  from  ail  age  limitatioos; 
(b)  he  has  to  attain  an  average  percentage  of  only  65  to  be  eligible, 
whilo  for  all  others  the  average  percentage  required  is  70;  (c)  hav- 
ing attained  an  average  percentage  of  65,  his  name  b  placed  on 
the  register  above,  and  is  certified  before,  those  of  persons  who 
have  not  been  allowed  preference;  and  (d)  he  is  released  from  the 
law  and  rules  relating  to  the  apportionment  of  i^)pointments. 
(Under  the  law,  positions  in  the  government  offices  at  Washing- 
ton, D.  C,  are  apportioned  among  the  several  states  and  terri- 
tories on  the  basis  of  population,  as  nearly  as  the  conditions  of  a 
)?ood  administration  will  warrant.  Positions  outside  of  Washing- 
ton are  not  so  apportioned.) 

Persons  entitled  to  preference  under  the  statute  are  not  rdeased 
from  any  requirement  as  to  ph>'^ical  condition,  or  from  any  other 
requirement  of  the  examination  for  which  application  is  made, 
t'xcept  those  specifically  set  forth  in  the  preceding  paragraph. 
I '  ci\al-«ervice  regulations  as  now  framed,  specifying  certain 
i  i.\  M(\n]  defects  which  will  debar  from  all  examinations  and  other 
i»liy>i<  ul  defects  wliicli  will  debar  from  certain  examinations,  are 
based  upon  the  requirements  of  the  service  as  established  by  the 
several  departmental  chiefs. 

Legislative  provisions  are  now  under  consideration  by  Congress 
with  a  view  to  determining  what  preference,  induding  release 
from  physical  requirements,  may  be  allowed  to  discharged  soldiers 
and  sailors.  Where  the  bars  apphnng  to  the  physically  disabled 
are  let  down  in  favor  of  an  applicant  vnth  militar}'  or  naval  sor\'ice, 
it  is  contemplated,  in  drafts  which  are  being  discussed,  that  the 
Civil  Service  Commission  shall  confer  with  the  Federal  Board  for 
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Vocational  Education  to  determine  whether  or  not  the  man  has 
raadied  a  state  of  rehabilitation  which  will  enable  him  to  render 
effective  service. 

Not  only  are  men  in  the  military  and  naval  services  who  are 
eligible  for  reinstatement  under  the  Executive  order  of  July  18, 
1918,  interested  in  opportunities  for  employment  in  the  civil  serv- 
ice, but  large  numbers  of  soldiers  and  sailors  who  have  never  been 
employed  in  the  civil  service  and  who  are  soon  to  be  discharged 
may  desire  to  know  what  opportunity  the  civil  service  offers  for 
employment.  With  this  in  view  the  Civil  Service  Commission 
communicated  with  the  Secretary  of  War  and  the  Secretary  of  the 
Navy  on  December  17,  1918,  requesting  authority  to  appoint 
representatives  of  the  commission  at  all  establishments  of  the 
army  and  the  navy  in  the  United  States,  where  service  men  are 
or  will  be  assembled  in  considerable  numbers,  in  order  that  sol- 
diers and  sailors  soon  to  be  discharged  may  readily  obtain  informa- 
tion concerning  opportunities  for  employment  in  the  civil  service. 
The  necessary  authority  for  the  appointment  of  these  representa- 
tives was  issued  by  the  Secretary  of  the  Navy  on  January  2  and 
by  the  Secretary  of  War  on  January  4. 

At  the  time  this  is  being  written,  forty  representatives  of  the 
Civil  Service  Commission  are  in  the  field  visiting  the  various  es- 
tablishments and  making  nominations  to  the  commission  for  the 
appointment  of  representatives  for  the  purpose  stated.  Many 
have  already  been  appointed  and  the  full  organization  is  rapidly 
nearing  completion.  Pending  the  appointment  of  the  special 
representatives,  the  commission  brings  opportunities  for  employ- 
ment in  the  civil  service  to  the  attention  of  men  at  the  military 
and  naval  establishments  through  permanent  local  boards  of  civil- 
service  examiners  near  such  establishments.  The  commission  is 
entrusting  the  work  of  representation  at  mihtary  and  naval  estab- 
liflhmenta  to  welfare  workers  who  are  already  on  the  ground. 
Keen  interest  in  the  project  is  being  shown  by  these  welfare 
workers  as  well  as  by  the  commanding  officers  and  their  subordi- 
nates and  by  the  men  in  whose  behalf  the  work  is  being  done. 

Besides  making  it  easy  for  men  at  military  and  naval  establish- 
ments to  obtain  information  concerning  present  opportunities, 
the  commission  is  instructing  the  men  through  its  representatives 
in  the  manner  of  making  use  of  the  civil-service  organization  after 
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they  return  to  their  homes.  Thii  organisatioii  oomifii  of  approx- 
imaU'ly  S.OOO  local  boards  of  examiners,  made  up  exdusivdy  of 
federal  employes,  in  every  part  of  the  country,  and  reporting  to 
district  secretaries  in  twelve  rivil-scrvioe  districts,  all  under  the 
supervision  and  direction  of  the  cpmmission  at  Washington. 

The  local  boards  of  exammers  have  oflBces  in  all  dties  that  have 
house-to-house  deliver}'  of  mail,  and  in  some  smaller  cities  that  do 
not  have  such  delivery.  All  local  hoards  of  examiners  are  supplied 
ctnrently  with  announcements  of  examinationit  and  are  fuOy  in- 
formed concerning  civil-service  matters  generally.  Disdiarged 
soldiers  and  sailors  are  instructed  to  keep  in  touch  with  local 
boards  of  examiners  in  their  respective  communities  in  order  that 
they  may  be  currently  advised  as  to  opportunities  for  employ- 
ment. Those  who  live  in  communities  in  which  the  Civil  Service 
roininission  is  not  represented  are  instructed  to  communicate 
directly  with  the  commission  at  Washington  or  with  the  nearest 
district  secretary,  whose  address  is  furnished.  In  a  normal  year 
there  are  from  forty  to  fifty  thousand  appointments  in  the  federal 
ci\nl  ser\'ice»  embracing  every  class  of  occupation  from  mere  un- 
skilled labor  to  the  hi^^iest  grades  of  technical,  professional  and 
scientific  positions. 

Discharged  soldiers  and  sailors,  as  well  as  all  other  dtixens,  are 
encouraged  to  make  full  use  of  this  country-wide  organixatioD. 
It  has  met  the  relatively  moderate  demands  of  peace  and  has  stood 
the  acid  test  of  war.  It  saved  the  government  millions  of  dollars 
and  much  predous  time  in  the  feverish  haste  of  preparing  for  war 
by  supplying  when  needed  thousands  upon  thousands  of  men  and 
women  who  had  been  tested  by  examination  and  foimd  qualified 
to  jH^rform  work  of  certain  kinds  for  which  they  were  certified  as 
eligible. 

The  operation  of  the  dvil-service  system  as  a  recruiting  agency 
is  illustrated  by  the  methods  employed  to  meet  the  changed  con- 
<Hti()ii^  broupbt  about  by  the  war.  During  the  war  period,  for  the 
first  lime,  the  War  and  Navy  Departments  delegated  to  the  Civfl 
Service  Commission  authority  actually  to  employ  labor  in  addition 
to  \hr  duty  imposed  by  law  of  testing  applicants  and  certifying 
eli^blos.  The  system  adopted  for  the  navy-yard  sen^ice  fumishes 
the  best  example. 

The  usual  procedure  in  filling  vacancies  in  the  mechanical  forces 
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at  navy  yards  and  naval  stations  is  to  receive  applications  at  the 
several  yards  and  stations  for  the  classes  of  work  in  which  there 
is  likely  to  be  need  for  additional  men.  Under  this  method  the 
applications  are  received  and  the  ratings  made  by  the  local  boards 
of  ci\'il  service  examiners  at  the  yards  and  stations.  These  local 
boards,  with  reference  to  the  administration  of  the  civil-service 
law,  are  under  the  direct  and  sole  control  of  the  Civil  Service  Com- 
mission at  Washington. 

When  it  became  certain,  on  account  of  the  international  situa- 
tion, that  a  greatly  augmented  force  of  civil  employes  at  naval 
establishments  was  necessary,  it  also  became  evident,  owing  to 
industrial  conditions  prevailing,  that  the  customary  means  of 
recruiting  the  navy-yard  service  would  fail  to  meet  the  needs  in 
certain  trades,  especially  those  connected  with  shipbuilding.  It 
was  plain  that  agencies  in  addition  to  the  local  labor  boards  must 
be  employed,  if  the  tremendously  increased  volume  of  naval  work 
was  to  be  kept  from  lagging. 

At  once  the  Civil  Service  Commission  made  an  arrangement 
with  the  Navy  Department  to  instruct  the  responsible  officers  at 
navy  yards  and  naval  stations  to  make  daily  report  to  the  depart- 
ment by  telegraph  of  their  respective  urgent  needs,  that  is,  the 
needs  which  could  not  be  met  through  local  filing  of  applications. 
The  telegraphic  reports  from  the  several  sources  were  collected  in 
the  Navy  Department  and  transmitted  daily  to  the  Civil  Service 
Commission. 

The  commission,  in  turn,  each  week,  or  more  frequently  when 
necessary,  mailed  a  compilation  of  these  specified  needs  to  each 
of  its  8,000  district  and  local  boards.  All  of  these  representatives 
were  instructed  to  use  every  proper  effort  to  locate  men  with  the 
qualifications  desired  who  were  willing  and  able  to  accept  govern- 
ment employment.  The  district  and  local  boards  disseminated 
the  information  by  sending  notices  to  local  newspapers,  by  enlist- 
ing the  aid  of  local  trade-unions,  by  keeping  in  touch  with  offices 
of  the  United  States  Employment  Service  of  the  Department 
of  Labor,  and  by  directly  approaching  individuals  when  there 
was  opportunity  for  personal  interview.  Care  was  exercised  to 
avoid  undue  interference  with  employes  of  private  plants.  The 
American  Federation  of  Labor  also  rendered  assistance  of  the 
greatest  value  in  this  work  <rf  recruiting  skilled  labor.     During 
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the  nineteen  months  of  Americana  partkipatioo  in  the  war,  as  a 
rotult  of  these  special  efforts,  the  mediaiiical  forces  at  navy  yards 
and  naval  stations  were  increased  by  more  than  80,000  men. 

In  aU  cases  of  urgent  need,  when  men  could  be  founci  who  were 
said  to  possess  the  desired  qualificatiops  and  who  were  in  a  post* 
lion  to  accept  government  emplo>'ment,  the  Civil  Service  Com- 
mission arranged  for  one  of  its  recruiting  agents  in  the  field  to  caD 
upoo  each  such  man,  receive  his  application  showing  his  training 
and  experience,  look  up  his  references,  and  give  him  a  rating  on 
the  spot.  If  he  was  found  eligible,  the  recruiting  agent  purcfaasad 
his  railroad  ticket  and  shipped  the  man  iinmediatdy  to  a  Bsval 
establishment  which  was  in  need  of  his  services,  the  government 
pa>nng  for  the  expense  of  transportation  if  the  man  was  willing 
to  sign  a  contract  to  work  for  six  months.  When  practicable, 
available  men  were  assembled  in  groups  at  convenient  places  for 
testing  and  shipment. 

Methods  similar  to  those  employed  in  the  case  of  the  navy-yard 
service,  varied  to  fit  the  peculiar  conditions,  were  applied  to 
recruiting  for  other  branches  and  positions. 

It  is  probably  not  generally  understood  that  in  many  of  the 
examinations  given  by  the  Civil  Service  Commission,  the  competi- 
tors are  not  required  to  assemble  in  an  examination  room  for  a 
written  examination,  but  are  graded  upon  their  training  and 
experience  and  where  necessary,  upon  their  physical  condition. 
These  so-called  non-assembled  examinations  are  given  for  two 
general  classes  of  positions,  viz:  (1)  Mechanical  trades  and 
similar  positions,  and  (2)  high-grade  technical,  professional  and 
scientific  positions,  and  administrative  positions  which  cannot 
adequately  be  filled  by  promotion  and  for  which  the  government 
requires  men  or  women  whose  fitness  is  demonstrated  in  a  record 
of  successful  experience.  In  such  examinations  competitors  are 
rated  upon  the  sworn  statements  in  their  applications  and  upon 
corroborative  e\'idence  adduced  by  the  commission. 

In  his  annual  ri»i>ort  issued  in  December,  1918,  the  Secretary 
of  the  Navy  paid  Uie  following  tribute  to  the  war  recruiting  efforts 
of  the  Civil  Ser\ice  Commission: 


Under  the  Uw,  aU  navy-yard  workiMB  flrasi  be  recraiied  tbrpofh  tht  dvil 
mrrkx,  and|the  departznent  denraa  to  cjipusi  its  gratificatioQ  and  appradation 
of  the  manner  in  which  the  Civil  Service  Commiirioo  met  the 
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by  the  crmtiOB  of  Almost  a  new  organization  and  the  fearless  cutting  of  all  need- 
\em  red  tape  has  done  all  that  was  humanly  possible  to  meet  the  navy*s  demands 
in  the  ahorlett  practical  time. 

In  a  statement  recently  sent  out  from  the  naval  aircraft  fac- 
tor>'  at  Philadelphia,  the  following  app)eared : 

On  October  1. 1917,  the  first  mechanic  was  hired  at  the  naval  aircraft  factory 
the  only  government-owned  industry  of  its  kind  in  the  United  States.  On 
November  1,  l^is  there  were  S,64€  men  employed  in  building  flying  boats  for 
the  navy.     .  Civil  service  rules,  at  first  looked  upon  as  a  handicap. 

had  to  be  dealt  with  and  naval  regulations  were  to  be  taken  into  consideration 

at  every  step Testimony  of  the  generally  satisfactory  caliber  of 

the  employees  secured  under  civil  service  is  found  in  the  fact  that  it  was  necessary 
to  hire  a  total  of  only  6,035  persons  to  provide  for  the  growth  of  force  and  for 
replacement.  In  private  industry  it  is  often  necessary  to  hire  eight  to  ten  per- 
foof  before  a  satisfactory  employee  is  secured.  Further  testimony  of  the  gener- 
ally lattafactory  caliber  of  the  working  force  recruited  under  civil  service  is  found 
in  the  fact  that  only  139  persons  have  been  discharged  for  cause  since  the  start 
of  the  factory. 

This  machinery  of  the  civil  service  system,  smoothed  in  the 
running  by  long  use  in  peace  and  in  war,  is  ever  at  the  service  of 
those  who  seek  employment.  It  must  be  regarded  as  an  important 
factor  in  plans  of  labor  readjustment.  Notwithstanding  tlie  ab- 
normal expansion  to  meet  war  needs,  and  consequent  reductions 
now,  vacancies  which  must  be  filled  are  constantly  occurring  in 
the  vast  civihan  force.  Even  at  this  time  examinations  of  more 
than  one  hundred  different  kinds  are  open.  Specialists  are  in 
ipreatest  demand  but  there  is  frequent  opp)ortunity  for  the  em- 
ployment of  those  who  have  no  training  in  a  specialty.  The 
relSinployment  registers  referred  to  earlier  in  this  article,  while 
they  may  for  a  time  furnish  an  excess  of  eligibles  for  some  posi- 
tions, cannot  be  depended  upon  to  meet  the  full  needs  of  the 
service  at  any  time. 


Reconstruction — A  Survey  and  a  Forecast 

By   A.  J.    PORTENAB 

V.  S   Kmi>I..N  inriii  S<rrvice«  Department  61  labor 

Mr,  PorUnar  has  worked  at  his  irads  of  printing  for  tkirip  $m$n  yean; 
he  has  eorrisd  a  union  card  thirty 4wo  yean;  he  hoe  for  four  yeare  been  in 
the  Emphyment  Servic*  'f  the  State  of  Sew  York  and  of  the  United  Statee. 
lie  has  met  emptoyere  as  a  trade  union  official  and  ae  a  public  official  and 
has  dealt  uriih  employee  in  the  earns  capacities. — The  Editor. 

^T^IIERE  is  general  agreement  tliat  ilwre  must  be  a  readjust- 
^  ment  of  the  machinery  of  national  industry,  but  we  ar**  n<>* 
nearly  so  unanimous  as  to  what  is  meant  by  "readjustiiK  . 
For  some,  the  word  *' restoration'*  more  accurately  expresses  wfaati 
is  desired.  For  others,  "demolition  and  reconstruction  from  the 
ground  up/*  would  be  a  summary.  Between  these  extremes, 
stands  a  great  majority  which  interprets  ''readjustment*'  as 
"restoration  with  more  or  less  modification,**  the  degree  of  modifi- 
cation varying  considerably,  but  the  structure  of  pre-war  condi- 
tions being  in  its  essentials  retained. 

The  problem  is  not  purely  industrial.  Adequately  presented  it 
would  include  economic,  political  and  moral  phases.  But  at  this 
moment  the  emphasis  is  placed  on  the  mechanisms  by  which  in- 
dustrial relations  may  be  improved  rather  than  on  the  fundamen- 
tal principles  on  which  they  rest.  When  we  consider  the  concrete^ 
eonditions  under  which  industry'  ^411  get  back  to  normal  peace 
production,  the  subject  naturally  divides  itself  into  two  heads: 
Actions  by  agreement  between  employers  and  organised  labor, 
and  actions  by  employers  in  non-organized  industries. 

In  the  organized  industries  the  struggle  will  principally  concern 
wage  schedules.  But  there  are  some  industries  in  whidi  tlu 
eight-hour  day  was  unwillingly  conceded  under  the  stress  of  war. 
requirements,  and  in  these  industries  the  length  of  the  workday 
is  likely  to  be  a  more  bitterly  contested  question  than  even  wage 
scheilules.  And  there  are  other  industries  which  arc  struggling 
already  for  a  forty -four  hour  week. 

It  has  abeady  been  made  dear  that  the  unions  wiU  strenuously 
resbt  any  reduction  in  wages.    In  some  instances  they  are  out  oo 

in 
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Btiike  now  (latter  part  of  January)  for  increases  based  on  living 
costs  that  are  still  rising.  Their  claims  are  that  the  cost  of  living 
is  such  that  any  reduction  in  wages  will  mean  a  lowering  of  the 
standard  of  living;  that  the  extremely  high  prices  are  largely  due 
to  profiteering  all  along  the  line,  from  large  producer  to  small 
retailer;  and  that  labor  was  underpaid  before  the  war  and  entitled 
to  retain  its  increases  even  if  prices  should  come  down.  Per 
contra^  employers  claim  that  the  high  prices  are  primarily  and 
chiefly  due  to  exorbitant  wage  demands,  and  that  lower  price 
kvels  are  impossible  until  wages  have  been  sealed  down. 

A  Survey 

The  course  of  wage  fluctuations  usually  is  that  on  the  upward 
trend  wages  lag  behind  prices;  on  the  downward  trend  prices  lag 
behind  wages.  This  being  so,  it  follows  that  rising  prices  receive 
their  primary  impulse  from  some  other  cause  or  causes  than  ad- 
vancing wages,  although  advancing  wages  may  later  become  a 
contributing  cause  to  a  further  rise  in  prices.  Also,  by  the  same 
reasoning,  the  removal  of  the  cause  or  causes  which  gave  the 
original  impulse  to  rising  prices  would  permit  a  lowering  of  prices 
without  wage  reductions. 

The  trend  of  w^age  fluctuations  in  the  past  four  years  has  been 
fidly  in  accordance  with  the  rule  above  stated.  The  beginning  of 
the  war  found  wages  low  as  compared  with  then  ruling  prices, 
which  had  for  about  fifteen  years  been  mounting  more  steadily 
and  quickly  than  wages.  The  demand  from  Europe  sent  prices 
up  very  rapidly,  while  wages  did  not  rise  as  soon,  nor  as  fast  nor  as 
far.  If  we  except  the  metal  working  trades,  in  which  there  w^as 
an  insatiable  demand  for  skilled  mechanics,  and  in  which  wages 
had  been  for  a  long  time  notoriously  poor,  there  was  hardly  any 
advance  in  wages  for  a  considerable  period  after  the  commence- 
ment of  the  war  in  1914.  In  fact,  during  the  winter  of  1914-1915, 
there  was  much  imemployment,  and  to  my  personal  knowledge 
common  laborers  in  and  about  New  York  were  working  for  $1.75 
a  day.  It  was  not  until  the  entrance  of  the  United  States  into 
the  war,  when  an  enormously  increased  demand  was  concurrent 
with  the  withdrawal  of  several  millions  of  men  from  industry, 
that  wages  leaped  upward,  and  a  more  equitable  relation  was 
established  between  the  quantity  of  money  in  the  pay  envelope 
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and  what  might  be  bought  for  that  quantity  of  money.  But 
during  that  time  prices  never  stopped  their  upward  course,  wages 
being  really  then  a  principal  factor,  but  not  the  only  factor  in  tlie 
oontinuoiiB  advance  ol  prices. 

In  printed  sheet  and  by  word  of  mouth  wide  advertisement  was 
given  to  the  enormoiik  *^^«^«"g«  of  individuals.  It  is  not  contended 
that  the  stories  were  untrue,  but  that  the  inference  that  every- 
body was  earning  the  top  figures  so  widely  quoted  ^-as  unfounded. 
\or  was  proper  emphasis  given  to  the  fact  that  the  big  money 
was  largely  due  to  the  practice  of  working  days,  nights  and  Sun- 
days. A  boy  of  nineteen  was  mentioned  to  me  as  »<^fnmg  forty 
dollars  a  week.  Inquiry  brought  out  the  fact  that  he  was  working 
tliirty-four  hours  overtime  a  week.  His  hourly  rate  was  only 
forty  cents,  after  he  had  become  a  semi-skilled  man.  InddentaDy, 
the  effect  on  his  health  was  becoming  apparent 

As  to  profiteering,  it  is  not  necessary  to  present  argument. 
\n  opportunity  such  as  only  a  convulsion  like  this  war  could 
give  was  not  wasted  by  those  in  a  position  to  take  advantage  of 
it  Excess  profit  taxation  retrieved  for  the  public  use  some  of  the 
proceeds  of  the  joyous  stream  of  gold,  though  even  with  that  sub- 
traction Uiere  was  exceeding  fatness.  And  the  little  profiteers — 
certain  middlemen  and  retailers — who  got  all  they  could  and  kept 
all  they  got — yes,  the  war  ended  too  soon  for  some  people. 

Among  others,  one  more  cause  of  high  prices  must  be  mentioned, 
and  a  single  illustration  will  sufiSce.  The  Pkiladelpkia  North 
American  of  September  2,  1917,  said:  "Delaware  County  is 
125,000,000  richer  through  four  months  of  war."  But  further 
reading  developed  that  it  was  not  the  people  of  Delaware  County 
who  had  gained  that  sum.  It  was  the  landowners  who  had  been 
nriched.  The  same  authority  added  that  "Rents  have  doubled 
and  in  many  instances  gone  higher.*'  How  many  times  $25,000,- 
000  was  thus  saddled  upon  the  people  throughout  the  country? 
They  made  tlie  increased  values  by  their  presence  and  industry; 
then  they  were  penalized  in  the  form  of  doubled  rents  for  their 
homos;  and  then  they  paid  some  more  unofficial  taxation  in  the 
increased  prices  of  conunodities  for  which  the  doubled  rents  of 
factories  and  stores  were  the  basis.  Yet,  though  it  was  under  their 
Qoees,  the  makers  of  the  excess  profits  tax  failed  to  see  this  un- 

t^amed  increment  as  a  source  of  revenue — a  source  of  revcnoe  ao 
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Urge,  indeed,  that  had  it  been  taken  in  its  entirety  through  land 
value  taxation,  it  would  probably  have  eliminated  Uie  necessity 
for  selling  liberty  bonds,  and  might  have  saved  us  largely  from  a 
public  debt  of  fifteen  billions.  And  that  would  have  liad  a  very 
beaeficial  effect  on  prices. 

I  have  been  at  some  pains  to  show  tliat  jjrices  can  he  lowered 
by  other  means  than  through  wage  reductions,  and  have  run 
counter  to  high,  authority  in  doing  so.  In  a  Senate  debate  on 
January  21,  Senator  Harding  said :  "You  can't  reduce  the  present 
cost  of  living  and  keep  up  the  present  American  wage,"  and  with- 
out doubt  most  people  of  the  kind  who  "count"  will  think  with 
him  rather  than  with  me. 

But  I  repeat  that  you  can.  These  terrifying  prices  must  come 
down,  and  they  will  seek  the  line  of  least  resistance  in  Uieir  down- 
ward com«e.  K  wage  reductions  offer  the  line  of  least  resistance, 
that  will  be  the  channel  by  which  they  will  get  down.  But  in 
respect  to  organized  labor,  that  line  may  not  be  tlie  line  of  least 
resistance.  The  unions  have  received  large  accessions  of  member- 
ship, and  they  have  partaken  to  the  full  in  the  increased  con- 
sciousness of  their  social  value  which  has  come  to  all  the  people 
because  of  their  universally  acknowledged  importance  in  achiev- 
ing victory  in  the  war.  Maybe  they  will  eventually  prove  to  be 
capable  of  less  resistance  than  some  of  the  other  lines  tlirough 
which  price  recessions  can  be  secured,  but  they  will  not  let  any- 
body act  on  that  assumption  without  demonstrating  it  by  a  fight. 
The  effort  will  be  made  and  the  fight  will  follow. 

Peiiiaps  the  fight  will  not  follow  if  machinery  (oflBcial  or  other- 
wise) is  maintained  for  the  settlement  of  disputes  without  resort 
to  strike  or  lockout.  But  even  in  that  case  wages  will  come  do^n 
little,  if  at  all.  It  is  just  as  probable  that  increases  rather  than 
decreases  will  be  the  subject  matter  of  arbitrated  disputes.  And 
here  is  the  reason :  The  position  of  both  employers  and  organized 
labor  has  changed  toward  arbitration  in  the  past  twenty  years. 
Then  "Nothing  to  arbitrate"  was  a  conmion  expression  of  em- 
pk^ers,  and  such  an  attitude  by  employers  was  a  standing  griev- 
anoe  of  the  unions.  Now  employers  whose  people  are  organized 
are  usually  willing  to  arbitrate,  while  an  aggressive  minority  of 
the  union  membership  has  adopted  the  discarded  attitude  of  the 
employers  toward  arbitration.    Among  the  majority  in  unions  are 
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ivorable  may  be  met  by  repudiation.  Certainly  they  wfll  only 
postpone  an  upheaval,  and  not  even  that  for  long.  The  indus- 
trial history  of  the  last  ten  years  has  shown  that  it  b  becoming  an 
increasingly  difficult  task  for  responsible  union  oflkiak  to  bold 
the  more  turbulent  portion  of  their  membership  in  check,  and  it 
>\  i"  '  <  >rt*  difficult  in  the  immediate  future  than  it  has  ever  been 
)..  .- :  .  IV. 
Wliat  has  been  said  of  wage  disputes  is  equally  applicable  to 
iiy  other  disputes  that  may  arise.  Discharges  are  quite  likely  to 
udce  second  place  as  a  cause  of  friction,  and  it  is  one  of  the  probable 
de\H*lopnu'nts  of  the  near  future  that  a  re\'iew  of  alleged  unjust 
<Iis<har^c  by  some  agreed  upon  tribunal  will  become  a  conunon 
f«  .iture  of  collective  agreements. 

liic  fonn  of  arbitration  ^nll  also  be  a  matter  of  much  debate, 
\  en  though  the  thing  itself  be  mutually  desired.    Official  arbitra- 
tion has  been  successful  from  a  labor  standpoint  during  the  war 
period*  because  the  Big  Stick  was  generally  used  on  the  employer, 
and  because  the  leaders  of  organized  labor  were  willing  to  *'take 
chance*'  with  official  arbitration  for  really  patriotic  reaaoos. 
But  in  normal  times  organized  labor  is  suspicious  of  official  arbi- 
tration which  has  any  real  power  of  interference  or  enforcement 
behind  it,  because  that  is  compulsory  arbitration  in  principle  and 
ay  easily  become  compulsory  arbitration  by  formal  legislative 
Mnent,  and  that  is  one  industrial  policy  to  which  organized 
:  is  a  unit  in  opposition. 
The  War  Labor  Board  lias  in  the  main  made  dedsioiia  satis- 
tory  to  the  workmen,  and  its  continuance  may  for  that  reason 
'  <  t  with  tacit  approval  by  them,  at  least  until  its  personnel  and 
•li  y  are  changed.    But  that  very  consideration  would  operate 
>  make  its  continuance  undesirable  to  the  other  side.     Com- 
laints  from  employers  that  the  administration  and  its  various 
'.luMcs  have  been  unduly  favorable  to  labor  have  been  very 
nt.    An  effort  to  terminate  the  existence  of  the  board  is 
KTofore  a  probable  move  on  the  part  of  employers. 
r^u  re  will  never  be  any  kind  of  a  court  whose  dedsioos  wiD 
<   evorjbody.    Yet  if  any  peace  at  all  is  to  be  maintained, 
here  must  be  a  tribunal  of  some  kind  to  which  disputes  and 
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grievanoes  are  referable.  As  applied  to  industrial  disputes,  the 
best  form,  in  my  opinion,  is  a  body  in  which  both  sides  are  equally 
represented  in  voting  power,  regardless  of  numbers  present;  whose 
membership  is  composed  of  the  biggest  men  on  both  sides;  and 
whose  decisions  when  rendered  are  final.  It  is  a  question  open  to 
debate  whether  they  shall  be  empowered  to  call  in  an  umpire 
when  deadlocked,  or  whether  they  shall  discuss  a  question  indef- 
initely until  decision  is  reached.  Both  methods  have  advantages, 
and  disadvantages  so  nicely  balanced  that  opinion  has  not 
cr>'stalli2ed  upon  either. 

Organized  labor  will  have  much  to  say  about  matters  of  public 
policy,  such  as  health  and  unemployment  insurance,  and  chili 
labor  laws.  It  will  increasingly  concern. itself  with  policies  thi 
are  generally  regarded  as  political  rather  than  industrial,  such 
public  ownership  of  public  utilities,  methods  of  taxation,  edu< 
tion,  and  the  powers  of  the  judiciary.  In  this  connection,  am 
largely  owing  to  the  formation  and  development  of  the  Britis] 
Labor  Party,  there  has  recently  arisen  within  the  body  of  trad< 
unionism  in  this  country,  a  movement  to  form  a  labor  party  whi< 
would  almost  certainly  take  the  British  party  for  its  model, 
movement  is  due  to  the  growing  perception  of  the  fact  that  indi 
trial  injustice  may  be  created  or  maintained  by  political  instrui 
ments.  Hence  political  action  is  necessary  to  change  those  in^ 
stnmients,  be  they  laws  or  methods  of  government,  in  order 
remedy  industrial  injustice. 

Mr.  Gompers  and  the  Executive  Council  of  the  American 
Federation  of  Labor  are  oflBcially  on  record  in  opposition  to  the 
formation  of  such  a  jmrty,  while  favoring  many  actions  which 
will  be  a  part  of  the  program  of  the  party.  In  all  likelihood,  the 
party  will  be  formed  in  spite  of  the  opposition  of  official  unionism. 
But  because  of  that  opposition  it  will  not  attain  the  size  and  influ- 
ence which  would  be  its  portion  if  there  was  unanimity.  And  for 
the  same  reason  it  will  not  be  an  important  factor  in  the  settle- 
ment of  the  reconstruction  problems  of  the  immediate  future.  It 
will  be  composed  of  the  more  radical  groups  and  individuals  in  the 
labor  movement.  Its  growth  or  even  its  continued  existence  will 
depend  upon  influences  outside  of  itself.  If  there  is  progress 
steady  and  fast  enough  to  enable  the  officials  of  the  American 
Federation  of  Labor  to  justify  the  position  they  have  taken,  the 
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new  movement  will  Unguiah  or  merge  itielf  into  the  SociAlist 
Party;  but  if  n*actionary  influences  are  able  to  prevent  or  greatly 
retard  the  items  of  the  labor  party's  program,  the  opposition  of 
conservative  leaders  like  Mr.  Gompers  will  be  swept  aiide. 

A  CHoea  Sbction  Study  or  Labor  CoNDmoics  m  Om  Sscnov 
OF  New  York  Citt 

When  the  problems  of  reconstruction  are  viewed  in  relation  to 
the  mass  of  unorganised  workers  in  this  country,  who  form  a 
large  majority  of  the  whole  number,  the  picture  is  vitally  different 
from  that  presented  when  dealing  with  organised  labor.  The 
power  of  employers  to  impose  their  will  and  the  power  of  employes 
to  resist  that  imposition  are  both  in  inverse  proportion  to  the 
respective  powers  in  the  other  case.  In  every  particular,  from 
wages  to  welfare,  immediate  results  will  depend  upon  the  temper 
and  degree  of  enlightenment  of  employers. 

In  the  district  in  which  my  daily  work  is  done,  my  contact  with 
the  industrial  situation  is  intimate,  and  it  is  principally  the  first- 
hand observations  there  made  that  are  the  basis  of  my  comments. 
Otherwise,  I  have  only  such  sources  of  information,  through  con- 
versations and  printed  reports,  as  are  open  to  everybody.  A 
word,  therefore,  as  to  industrial  conditions  in  the  Borou^  of 
Queens,  City  of  New  York.  The  industries  are  extremely  varied, 
ranging  from  auplanes  to  woodenware,  but  while  the  variety  ia 
great,  mast  of  the  industries  are  represented  by  one  or  a  few  shops, 
sometimes  small.  The  dominant  industry  is  metal  working  and 
machining  in  many  forms,  with  automobiles,  caskets,  chemicals, 
cards,  furniture,  food  products,  glass,  lumber,  paper  goods,  paints, 
shoes,  textiles  and  woodworking  more  or  less  prominently  repre- 
sented. There  are  estimated  to  be  at  this  time  75,000  persons,  of 
whicli  about  one-fourth  are  women,  employed  in  1,100  industries. 
The  industries  of  the  district,  if  the  building  trades  are  excepted, 
are  in  the  main  not  unionized,  although  union  men  are  scattered 
among  the  employes.  Those  industries  which  did  not  go  into  war 
work  have  been  somewhat  favorably  affected  from  the  employers* 
standpoint  by  the  signing  of  the  armistice;  those  which  did  war 
work  have  practically  suspended  operation.  The  labor  market  is 
hea\'ily  in  favor  of  employers  so  far  as  number  of  applicants  goes, 
but  when  qualiiy  is  a  factor,  demands  are  still  rather  difficult  to 
supply.    In  some  skilled  lines,  supply  is  as  scarce  as  it  has 
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any  time  for  two  years  past.  But  speaking  generally  there  is  a 
considerable  excess  of  idle  men  over  available  jobs.  If  the  picture 
thus  drawn  of  conditions  in  this  district  is  in  its  main  features  a 
replica  of  conditions  elsewhere,  then  my  observations  may  be 
Ci4>able  of  wide  application. 

As  always,  the  question  of  wages  is  uppermost.  It  is  already 
evident  that  the  employers  can  reduce  wages,  and  some  of  them 
even  thus  early  have  gone  very  far  in  their  efforts  to  do  so.  Un- 
like the  men  in  the  unionized  trades,  the  unorganized  workers 
were  willing  to  acquiesce  almost  immediately  in  wage  reductions, 
which  in  most  cases  ranged  from  12  to  15  per  cent.  For  the 
present,  they  reject  offers  which  carry  reductions  greater  than 
that.  But  if  the  pressure  of  unemployment  increases,  as  it 
seems  almost  certain  it  will,  past  experience  indicates  that  they 
will  make  further  concessions.  An  unusual  phenomenon  is  that 
unskilled  laborers  are  showing  perhaps  more  independence  than 
the  skilled  workers. 

The  unorganized  workers  are  now,  as  they  have  always  been, 
wobbly  as  to  the  amount  they  will  work  for;  no  matter  what 
figure  they  have  determined  on,  it  is  always  possible  that  they  will 
shade  it  a  little,  although  no  doubt  there  is  for  each  individual  an 
irreducible  minimum  somewhere.  For  the  non-union  workers  in 
an  organized  trade  the  scale  of  the  union  is  indirectly  but  none 
the  less  truly  the  measure  of  their  compensation. 

Yet  it  must  be  said  that  up  to  the  present  time  (late  in  Janu- 
ary), applicants  of  all  kinds  have  shown  more  determination  to 
uphold  self -created  standards  than  they  did  before  the  war.  "I 
can't  live  on  that"  is  the  statement  which  usually  accompanies 
refusal.  The  reductions  already  made  seem  to  have  been  antici- 
pated and  accepted  as  a  matter  of  course.  It  is  diflBcult  to  fore- 
cast the  future  in  this  respect.  Will  they  submit  as  they  have  al- 
ways submitted  hitherto,  or  will  they  reverse  industrial  precedents 
and  offer  unexpected  resistance?  But  one  thing  seems  clear — 
either  submission  or  resistance  will  be  accompanied  by  more 
deep-aeated  bitterness,  and  probably  by  more  open  expression  of 
that  bitterness,  than  we  have  ever  known  before.  While  they 
have  not  the  aggressiveness  and  assurance  which  come  with  or- 
ganization, they  too  have  been  touched  by  those  intangible  cur- 
rents with  which  the  industrial  atmosphere  is  charged. 
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On  other  mmttcrs  reUting  to  emplojineni  thej  are  not  vocal. 
A  nine-hour  day  will  be  accepted  if  an  eight-hour  day  in  not  avail- 
able. Even  a  ten-hour  day  finda  fome  takers  if  the  Saturday 
half  holiday  goes  with  it  It  is  not  they  who  are  talking  of  ar- 
bitration, or  discussing  industrial  democracy.  The  pay  envelope 
is  the  engrossing  subject  of  their  thoughts  and  the  contents  of 
the  pay  envelope  will  determine  their  slate  of  mind  and  attitude 
in  \liis  period  of  unrest — that  is,  it  ^ill  for  awhile. 

Tlie  attitude  of  employers  as  to  wages  varies  all  the  way  from  a 
willingness  to  continue  indefinitely  at  the  level  reached  after  the 
initial  reduction  abeady  mentioned,  down  to  a  determination  to 
restore  pre-war  wages,  with  the  majority  looking  toward  lower, 
if  not  the  lowest  levels.  They  express  gratification  at  again 
seeing  lines  of  applicants  at  their  doors  in  the  mominfrs,  and  some 
have  recently  restored  suspended  rules  to  tlie  vHwi  that  applica- 
tions for  employment  can  be  made  only  at  tliat  time.  I  ha\'e 
heard  utterances  among  them  which  may  be  summarised  in  the 
words,  "Our  turn  now."  However,  it  is  only  just  to  say  that  the 
majority  talk  in  a  way  which  evinces  a  new  outlook  and  a  greater 
viillingness  to  concede  the  existence  of  a  viewpoint  other  than 
their  own.  I  was  about  to  say  that  they  were  willing  to  concede 
the  existence  of  rights  otlier  Uian  Uieir  o>%ii,  but  that  probably  is 
not  true.  A  more  accurate  statement  is  to  say  that  they  concede 
that  more  consideration  should  be  shown  than  has  been  customary 
by  those  whose  habit  it  is  to  regard  their  business  as  an  autoc- 
racy and  themselves  as  its  rulers. 

Our  employers  are  showing  decided  interest  in  methods  of 
maintaining  inciiistrial  peace  and  promoting  good  relations  apart 
from  that  perennial  topic  of  wages.  There  has  been  formed  in 
the  district  a  Personnel  Managers*  Gub,  which  holds  frequent 
iiu^'tings,  at  which  the  addresses  of  prominent  speakers  are 
followed  by  open  discussion.  The  phrase  "industrial  democracy" 
Ls  used  often  i^ntliout  startling  anybotly,  alUiough  I  am  inclined  to 
believe  that  the  implications  of  that  phrase  have  not  been  criti- 
cally analyzed.  The  cafises  of  and  remedies  for  labor  turno\rr 
creep  into  the  discussions  regularly,  even  when  the  announced 
topic  bears  a  different  title.  Until  now  academic  discussion  has 
been  the  only  result,  but  the  club  is  only  a  few  months  oW.  It 
was  formed  at  a  time  when  the  problems  created  by  war  ooodi- 
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tioDs  confronted  employers,  and  the  factors  of  the  equation  are 
oooiiderably  altered  now.  So  far  as  I  know,  none  of  the  members 
have  made  any  practical  changes  in  their  methods  of  handling  the 
human  element  in  production,  nor  (again  so  far  as  I  know),  are 
they  oonsidering  any  definite  innovations.^  They  seem  to  be 
standing  with  reluctant  feet  at  a  point  of  departure  from  familiar 
paths,  their  faces  turned  in  the  right  direction,  but  themselves 
not  ready  to  go  confidently  forward.  Not  all  of  them,  however; 
there  is  among  them  a  considerable  number  of  hardshell 
Tories,  unconvinced  of  the  necessity  for  change  and  unafraid  of 
portended  consequences. 

A  Forecast 

My  reading  of  the  signs  of  the  times  is  that  only  mildly  pallia- 
tive measures  may  be  expected  in  the  so-called  "reconstruction" 
period  now  before  us,  and  that  even  these  wiU  meet  with  consid- 
erable opposition.  There  is  no  definite  program  such  as  is  out- 
lined in  the  Whitley  report  to  the  British  Parliament,  and  even 
the  American  Federation  of  Labor  has  not  asked  for  so  much  as 
in  that  report  is  officially  conceded  as  a  minimum  for  the  attain- 
ment of  improved  industrial  relations. 

In  Great  Britain  there  has  already  been  officially  set  up  machin- 
ery designed  to  give  the  working  people  a  voice  in  the  making  of 
trade  agreements  and  the  adjudication  of  disputes,  in  non-union 
as  well  as  unionized  industries.  In  this  country  the  best  we  have 
yet  secured  was  an  official  request  made  under  the  pressure  of 
war  conditions,  that  existing  means  for  negotiation  and  arbitra- 
tion be  continued,  and  new  means  created  where  none  existed. 
The  attempts  of  the  War  Labor  Board  to  create  such  new  machin- 
ery where  none  existed  (i.e.,  in  non-union  industries)  were  a 
conspicuous  failure. 

It  is  a  seriously  debatable  question  how  long  any  amount  of 
amelioration  in  industrial  relations,  without  structural  changes 
in  the  social  edifice,  will  suffice  to  keep  the  working  population  in  a 
state  o£  reasonable  contentment.  It  is  indisputable  that  the 
war  has  been  a  ferment  of  tremendous  power,  the  action  of  which 
cannot  yet  be  determined.  History  has  shown  that  a  victorious 
people  is  usually  a  complacent  people,  but  there  is  much  reason 

^  I  have  just  been  informed  that  a  Long  Island  City  employer  is  about  to 
ftaWiih  a  pitifit-sharing  lyitem. 
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to  anticipate  that  m  ita  cooaequeiioei  thii  war  will  funuBh  a 
variation  from  historical  precedent  Noble  lentimenU  have  been 
widely  disseminated  as  stimulants  to  warlike  eotbiadaam;  sifnt 
multiply  that  the  people  propose  to  give  these  f^itieriog  fencral- 
itics  concrete  applications. 

There  is  a  general  opinion  that  well  organised  and  reasonably 
successful  trades  unionism  is  immune  to  direct  actionist  virus. 
From  a  letter  written  to  me  on  June  10,  1914,  by  the  late  Prof. 
Robert  F.  Hoxie,  is  quoted  this  extract: 


I  can  hardly  agree  with  yoa  that  it  ii  only  a  few  Sodalisls  who  ftaod  ia 
oppoaition  to  the  biiiineti  uniooi  and  the  pragmatir  boiiiMM  obm 
Ande  from  w«D  defined  groups  of  predatory  tinionirti,  oiainly  in  local 
I  have  beoome  ooovtnced  by  obeerratioo  and  inquiry,  that  there  are  between 
500.000  and  800,000  men  who  can  be  called  revolataooary  ir^*******  .... 
and  I  find  that  wiany  qf  tks  rtwolutionariss  an  «wii  tf  off,  upm§mo§  mti  iuh- 
(Italiee  mine.) 


Note  that  Professor  Hoxie  expressed  this  view  in  reply  to  my 
assertion  to  the  contrary.  But  because  of  things  I  have  seen  and 
heard,  I  am  now  inclined  to  give  much  more  credence  to  his 
opinion. 

The  ci\dlized  world  stands  in  living  fear  of  a  thing  it  calls 
Bolshevism,  yet  does  not  recognize  the  fact  that  it  was  our  own 
ci\nlization  that  spawned  and  nourished  Bolshevism.  The  world 
would  stamp  it  out,  or  at  least  set  barriers  to  its  spread,  so  there 
is  talk  of  destroying  it  with  force.  But  force  will  not  destroy  the 
thing  even  though  it  may  suppress  it  for  a  time,  because  in 
justice  backed  by  force  was  its  father  and  its  mother.  It  will  be 
useless  to  set  a  guard  against  it  at  the  piers  where  ships  dock,  for 
its  seeds  are  implanted  in  our  own  industrial  organism.  No  ring 
of  armed  men  can  stay  the  diffusion  of  its  subtle  poison  w^ere 
injustice  makes  misery,  and  misery  makes  desperatioo.  No 
ring  of  armed  men  is  needed  where  the  sunli|dit  of  justice  acts  as 
a  disinfectant. 

But  what  is  justice?  We  must  fonnulate  a  working  hypothesis, 
for  an  exact  definition  is  impossible.  But  that  which  cannot  be 
defined  may  be  described.  The  test  of  justice  is  its  indusiveneM; 
it  must  be  just  to  all  men.  Brain  and  brawn  should  each  receive 
the  full  value  of  work  done.  If  that  were  given*  everj'  one  who 
works  would  be  sure  at  least  of  decent  subsistence  to  which  he  i9 
entitled  by  the  very  fact  that  he  has  worked, 
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Decent  subsistence  is  a  scarcely  definable  phrase,  not  to  be 
stated  in  tenns  of  money,  yet  easily  comprehended.  It  means 
food,  shelter,  clothing,  recreation  and  opportunity  for  education; 
nothing  e^ctravagant,  nothing  luxurious,  ifothing  lacking. 

"Economic  justice"  and  "living  wage**  are  not  completely 
synonymous  tenns,  but,  directly  or  indirectly,  every  issue  that 
arises  between  employer  and  employed  has  in  some  aspect  a 
bearing  on  wages.  It  is  held  by  some  that  the  solution  of  the 
wage  question  lies  in  increased  production.  But  this  is  only  a 
partial  truth.  There  must  also  be  equitable  distribution  of  the 
fund  created  by  production.  It  is  in  distribution  that  the  con- 
flict of  interest  arises,  and  it  is  the  belief  that  the  employer 
benefits  disproportionately  by  increased  production  which  under- 
lies the  usual  attitude  of  workmen. 

I  am  not  one  of  those  who  believe  that  all  work  is  equal  in 
value,  and  that  all  rewards  should  be  equal.  The  law  of  sup- 
ply and  demand  furnishes  the  only  yardstick  for  measuring  the 
value  of  work.  I  will  be  told  that  this  yardstick  is  used  now. 
But  it  is  not  so.  The  working  of  the  law  of  supply  and  demand 
is  artificially  obstructed  in  our  economic  life.  Big  business  can 
hire  big  brains  to  find  and  apply  the  methods  of  obstruction. 
Bribery,  intimidation,  misrepresentation  (printed  and  spoken), 
legalism,  forcible  repression — all  these  are  used.  The  toxic  re- 
sults of  the  obstruction  are  manifested  in  what  is  called  the 
economic  problem. 

Yet  there  is  no  danger  of  catastrophic  destruction  and  com- 
plete rebuilding  if  progress  toward  justice  is  permitted  to  take 
its  naturally  slow  course  through  discussion  and  agitation,  unhin- 
dered by  the  artificial  obstructions.  These  come  only  when  the 
volcano  is  capped  or  the  stream  dammed  until  the  forces  thus 
repressed  burst  through  the  bonds  that  restrain  them.  The  gods 
could  give  the  great  property  interests  of  the  country  no  more 
fatal  gift  than  too  much  success  in  controlling  legislatures  and 
finding  complaisant  courts. 

My  conscience  knows  and  my  writings  attest  that  I  wish  to 
secure  social  justice  by  orderly  procedure.  In  July,  1913,  the 
Sagamore  Sociological  Conference  invited  me  to  meet  Arturo 
Giovannitti  in  debate  as  a  competent  representative  of  the  labor 
movement  in  opposition  to  I.  W.  W.  propaganda.    Is  this  a  cer- 
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tificate  of  character,  when  I  warn  the  captains  of  indintry  (jrea, 
and  the  little  fellows,  too)  that  it  is  not  wise  to  blink  the  reoogni- 
tion  of  factji  until  they  see  the  spectre  of  hideous  sfioliation  dote 
up«in  them?    They  will  concede  in  vain  then  what  now  to  their 
^  far  beyond  the  limits  of  ooocgsaioo.    Nor  am  I  thinking 
in  the  form  of  trifling  increases  of  wages  or  tlie  instailatioo 
(»r  tiiat  feature  of  "welfare  work.'* 
In  my  narrow  6eld  my  ear  is  close  to  the  ground,  and  the  rum- 
blings are  ominous,  but  not  yet  menacing.    From  both  demobiliaed 
ers  and  civilians,  come  the  mutterings.    They  are  not  ripe 
Workmen's  and  Soldiers*  Councils,  but  it  is  not  entirely  beyood 
|he  bounds  of  the  conceivable  that  they  may  become  so.    Every* 
where  like  causes  produce  like  effects,  and  the  anxiety  in  Europcao 
capitals  today  (late  in  January)  is  due  to  fear  of  the  oonoededly 
contagious  quality  of  Bolshevism. 

There  is  an  emergency  problem  before  us  in  the  present  tran- 
sition period,  and  emergency  expedients  are  calkd  for  to  meet 
the  immediate  crisis.  But  let  no  num  doubt  that  there  will  re- 
main a  fundamental  problem  of  industrial  injustice  which  will 
HTily  be  solved  by  clear  understanding  and  broad  and  far-reaching 
!i.  ifini.nt  of  the  permanent  factors  of  our  industrial  life. 
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How  American  Manufacturers  View 
Employment  Relations 

By  Stephen  C.  Mason 

President  of  the  National  Association  of  Manufacturers 

TT  is  unfortunate  that  in  all  the  discussion  emanating  from  the 
*  repres<»ntatives  of  organized  wage-earners  relating  to  indus- 
trial standards  after  the  war,  "new  rights  and  advantages"  for 
labor  are  the  principal  and  practically  the  only  topics  upon  which 
stress  is  laid.  Much  has  been  heard  about  the  "better  times" 
alleged  to  be  labor's  proper  reward  by  reason  of  "sacrifices" 
which  it  is  announced  were  made  by  the  organized  groups  during 
the  war. 

With  no  desire  to  belittle  the  loyalty  of  the  great  mass  of  the 
workers  of  the  United  States,  without  reference  to  organizations, 
it  seems  the  fact  has  escaped  notice  that  American  labor  cannot 
actuaUy  hop>e  either  to  attain,  retain  or  maintain  any  existing 
or  futiu«  "new  rights  and  advantages,"  unless  such  privileges 
are  truly  connected  with  public  necessity  and  welfare  and  shared 
in  by  American  employers  as  well  as  employes.  No  benefit  or 
advantage  can  accrue  to  the  employe  that  does  not  come  from  a 
healthy,  successful  and  expanding  industry. 

The  overwhelming  majority  of  the  manufacturers  in  this  coun- 
try are  firm  in  their  belief  that  absolutism  on  the  part  of  the 
employe  is  just  as  bad  for  the  general  welfare  of  the  nation  as 
absolutism  on  the  part  of  the  employer.  The  National  Associa- 
tion of  Manufacturers  is  confident  that,  left  to  themselves  with- 
out the  irritations,  exaggerations  and  agitations  of  a  compara- 
tively small  group  of  individuals,  the  workers  and  employers  of 
of  the  United  States  would  readily  find  a  common  and  equitable 
basis  on  which  properly  to  meet  every  present  and  future  need. 

It  is  essential,  however,  in  order  to  provide  a  more  healthful 
atmosphere  in  the  industrial  world,  and  to  ensure  the  success  of 
the  eflfort  to  reach  and  maintain  a  common  ground,  that  the 
partners  in  industry — the  wage-earners  and  wage-payers — ^be 
given  the  benefit  of  constructive,  legitimate  and  impartial  encour- 
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aKeiiient  from  the  government,  and  a  heahliy,  weD-tnformed  public 
opinion. 

Any  organisation  which  sets  for  itself  the  task,  or  any  part  of 
the  task,  of  creating  or  sustaining  an  artificial  or  abnormal  eco- 
nomic condition  in  American  industry  is  certainly  not  working 
>r  the  true  and  proper  interests  of  its  members.  It  is  wasting 
lUf  time,  inviting  destruction  and  running  directly  counter  to 
public  welfare. 

In  America  today  we  hold  the  great  responsibility  of  provid- 
ing example  for  the  rest  of  the  world.  Confusions  and  iniquities 
which  have  developed  in  our  American  industries  during  the 
hustle  and  bustle  of  waging  war  on  a  modem  scale  should  be  and 
\s  ill  be  eliminated  in  good  time.  We  must  lend  our  every  effort 
to  avoid  bitterness,  acrimony,  calamity,  howling  or  whining. 
Nothing  is  to  be  gained  by  either  side,  if  there  are  sides,  throu^ 
cultivation  or  promotion  of  misunderstandings.  We  must  be 
mindful  of  public  tension  and  public  interest  in  approaching  and 
working  out  our  problems  of  industrial  readjustment. 

No  manufacturer  has  or  seeks  to  exercise  any  rights  or  priv- 
ileges which  any  other  American  citizen  may  not  have  or  seek 
to  exercise.     In  readjusting  our  industries  to  a  new  and  proper 
basis  for  the  work  of  reconstruction  and  peace  no  part  ot  our 
industrial  forces  can  be  asked  or  expected  to  give  up  "advantages** 
•  which  it  is  properly  or  legitimately  entitled.     The  true  meas- 
ure of  so-called  industrial  advantage,  in  our  opinion,  is  nothing 
more  or  less  than  a  question  of  public  welfare  and  the  national 
Kxl.     No  man  or  group  of  men  has  any  right  to  attempt  to 
-fend  an  uneconomic  industrial  condition  indien  every  reason  that 
:  ought  about  the  abnormal  condition  has  been  eliminated. 
The  National  Association  of  Manufacturers  stands  firmly  for 
Uie  spirit  of  patriotic  industrial  co(5peration  and  good  will  in  the 
working  out  of  readjustment  problems.    In  time  of  our  natiooal 
emergency,  during  the  progress  of  hostilities  in  France,  there 
as  bom  in  our  American  industrial  relations  the  more  general 
alization  that  cooperation  between  employers  and  employes 
vias  a  patriotic  duty  and  a  privilege,  for  the  nation's  safety  and 
I  prosperity,  as  well  as  a  good  business  polic>\    Distinctly  recog- 
^  nixing  this  important  fact,  the  organised  employers  of  the  United 
States  have  long  since  been  urging,  favoring  and  |iiiidling  that 
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spirit  of  common  interest  in  our  industrial  affairs  which  the  war 
fostered  so  greatly  among  all  citizens  concerning  national  duty. 

The  National  Association  of  Manufacturers,  as  a  body,  rep- 
resents practically  every  important  industry  in  the  United  States. 
Its  membership  of  more  than  4,000  is  found  in  every  state,  and 
its  activities,  since  its  inception  at  Cincinnati,  Ohio,  in  1895, 
have  been  directly  connected  with  the  vital  industrial  affairs  of 
the  nation.  Manufacturers  w^^^"^  ^^  rank  have  contributed 
very  largely  to  the  remarkable  progress  of  America,  during  which 
the  gross  value  of  the  industrial  output  of  the  entire  country,  as 
measured  by  Census  reports,  has  risen  from  one  billion  dollars  in 
1850  to  eleven  billions  in  1899,  twenty-four  billions  in  1914  (the 
last  normal  year)  and,  considering  the  very  rapid  rise  in  monetary 
values  during  the  past  four  years,  may  be  estimated  to  have 
doubled  the  last  amount  in  1918.  Several  years  ago  the  annual 
output  of  the  manufacturing  industries  of  the  United  States  began 
to  exceed  in  money  value  the  combined  annual  output  of  any  other 
two  nations  of  the  earth;  and  the  factory  production  of  the 
members  of  the  National  Association  of  Manufacturers,  alone, 
began  to  exceed  the  value  of  the  total  annual  production  of 
any  single  foreign  nation. 

As  the  president  of  the  Association,  therefore,  I  consider  it  not 
only  a  privilege  but  a  duty  to  give,  as  briefly  as  possible,  an  accu- 
rate account  of  the  nature,  scope  and  purposes  of  an  organization 
which  has  grown  to  be  the  largest  national  association  in  the 
world  whose  active  membership  is  wholly  made  up  of  manufac- 
turing establishments  representing  every  phase  of  industry.  A 
clearer  understanding  and  wider  appreciation  of  the  spirit  (rf 
the  organization,  of  the  American  manufacturer's  attitude,  and 
the  principles  animating  the  work  of  the  National  Association  of 
Manufacturers,  may  be  had  by  considering  and  interpreting 
separately  its  Declaration  of  Labor  Principles: 

(i)  Fair  dealing  is  the  ftmdamental  and  basic  principle 
on  which  relations  between  employes  and  employers  should 
rest 

In  this  statement  we  have  put  tersely  our  firm  belief  that  fair 
dealing  in  industrial  relations  is  not  merely  incumbent  upon 
those  who  work  for  hire  but  just  as  much,  if  not  even  more,  upon 
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hose  who,  in  thdr  capacity  as  cmploycrt,  manage  and  direct 


industrial  entcrpriBes  and  supi'nnjie  the  collective  or  individual 
1:  '  others.     We  consider  lucb  a  policy  **good  buainew/* 

1  ...^  organixation  has  intensively  and  unsdfidily  fostered  and 
.roinoted  in  every  practical  manner  the  doctrine  that  every 
employer  should  do  everything  in  his  power  to  cultivate  and 
II •  I   a  fcrling  and  condition  of  human  friendliiiess'aiid 

Y  jod  wiih  his  employes.    An  employer  who  does  ]iot,*lias 

business  vision  and  is  an  undesirable  dtisen.  It  has  always 
Ixnti  a  punde  to  employers  at  what  stage  of  the  industrial  activity 
t  liey  and  their  employes  ceased  to  be  coAperators. 

It  is  a  fact  that  the  larger  proportion  of  the  most  successful 
Miployers  in  this  country  are  men  who  have  seriously  undcr- 
tak«  I!  to  restore  or  maintain  conditions  of  friendliness  and  ooBp- 
-rtive  good  ^-ill  in  their  relations  towards  their  employes. 
Many  obstacles  to  such  efforts  on  the  part  of  employers  have 
been  deliberately  fostered  by  influences  outside  their  indi\ndual 
plants,  by  those  who,  while  harping  on  the  word  "exploitation." 
have  themselves  actually  and  most  seriously  "exi)loited"  the 
employes. 

Fair  deaUng  on  the  part  of  employers  toward  their  employes 
^><>^  >>een  demonstrated  on  more  numerous  occasions  than  fair 
iig  by  employes  who  have  blindly  followed  the  orders  of 
•  Ttain  oldtime  masters  of  the  self -profiting  art  of  misleading 
labor.  In  Uiis  respect  much  remains  to  be  done  in  order  to  clarify 
tho  industrial  atmosphere  and  prevent  the  bickerings*  strife  and 
misunderstandings  engendered  by  such  labor  misleaders  and 
sowers  of  destructive  class  hatred  and  discontent. 

Every  legitimate  and  constructive  resource  at  the  command 
f  the  National  Association  of  Manufacturers  has  in  the  past 
iid  will  continue  in  the  future  to  be  devoted  to  fair  dealings  by 
Mi])loyers.     We  feel  that,  outside  of  the  ever>-day  practical  appli- 
ation  of  the  Golden  Rule  to  industrial  relations,  it  is  essential 
that  all  proper  means  of  education  should  be  fostered  and  encour- 
This  latter  need  has  already  been  at  least  partially  filled 
\N  ilie  nation-wide  educational  work  inaugurated  and  carried  on 
i>y  the  Association  since  the  early  part  of  1916.     In  this  cam- 
paign we  made  a  somewhat  sucoessfid  effort  to  re-focus  the  indus- 
trial perspective  of  the  American  people  and  give  to  all  clsiiscs  oC 
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citiiens  a  better  understanding  of  their  responsibilities  to  our 
industries  and  of  the  actual  bearing  which  industrial  prosperity 
has  on  the  public  welfare. 

Through  a  carefully  selected  staff  of  public  speakers,  writers, 
various  forms  of  printed  literature,  stereopticon  slides  and  mov- 
ing picture  films,  we  have  spread  broadcast  the  constructive 
gospel  of  industrial  cooperation.  The  results  achieved  have 
been  visible  already  in  the  recent  more  general  awakening  of 
political  leaders,  economists,  leading  employers  and  bankers,  as 
well  as  among  various  craft  and  trade  organizations,  to  the  need 
for  preaching  and  practising  cooperative  relations  between  the 
employer  and  the  employe. 

The  work  described  has  been  performed  by  the  National  Asso- 
ciation of  Manufacturers  because  there  seemed  to  be  a  general 
public  misconception  of  industrial  problems,  needs  and  condi- 
tions which  had  greatly  contributed  toward  industrial  inefficiency 
and  the  creation  of  unrest  and  strife.  It  has  been  carried  on 
free  of  any  tinge  of  prejudice  or  controversial  effort,  simply  as  a 
constructive  educational  campaign  to  make  possible  the  greater 
realization  of  that  spirit  of  fair  dealing  enunciated  in  the  first 
article  of  the  Association's  Declaration  of  Labor  Principles. 

(2)  The  National  Association  of  Manufacturers  is  not 
opposed  to  organizations  of  labor  as  such,  but  it  is  unal- 
terably opposed  to  boycotts,  blacklists  and  other  illegal 
acts  of  interference  with  the  personal  liberty  of  employer 
or  employe. 

From  its  organization  this  Association  has  never  denied  nor 
condemned  the  right  to  existence  of  labor  unions.  It  has,  how- 
ever, insistently  demanded  that  labor  organizations  be  founded 
upon  an  enlightened  pubhc  consciousness,  and  their  op>erations 
based  upon  legitimate  principles,  and  that  they  recognize  the  right 
of  all  workers  to  engage  for  their  services  under  such  lawful  condi- 
tions as  may  seem  best  to  them.  Such  organizations  should  estab- 
lish responsibility  for  their  contracts.  Power  without  responsi- 
bility always  leads  to  abuse.  There  can  be  little  room  for  doubt 
that  the  general  disuse  into  which  such  labor  union  tactics  as  boy- 
cotts and  blacklists  have  happily  fallen  in  recent  years  has  proved 
pot  only  their  ille^  nature  (as  numerous  coiu*t  decisions  proclaim) 
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>ut  the  mnphfttic  disfavor  of  the  ^euenl  public  rr^nutling  such 
practices. 

"Cruel."  ''cowaidly/'  **iminorar'  and  **aati-sociaU"  aresonie 
of  Uic  judicial  characterisations  of  the  un-American  labor  union 
weapon,  the  boycott  The  pernicious  nature  of  both  this  prao- 
t  ise  and  that  of  labor  union  blacklists  is  that  they  are  serious 
invasions  of  the  rights  and  personal  liberties  not  only  of  the  em- 
ployer and  employe,  parties  to  a  dispute*  but  inflict  injury  oo 
third  persons  who  are  not  interested  parties  in  the  controvetsy. 
We  equally  condemn  any  such  practices  on  the  part  of  empk^yefs. 
Against  such  oppressive  illegal  acts  the  Association  has  stood 
and  always  will  stand  firm. 

(3)  No  person  should  be  refused  emplojrment  or  in  any 
way  discriminated  against  on  account  of  membership  or 
non-membership  in  any  labor  organization,  and  there 
should  be  no  discriminating  against  or  interference  with 
any  employe  who  is  not  a  member  of  a  labor  organization 
by  members  of  such  organizations. 

This  declaration  enibrucvs  tiie  fundamental  principle  that  every 
person  who  labors  must  have  tlie  freedom  to  engage  for  and  deliver 
his  or  her  services  without  interference;  conversely,  every  em- 
ployer of  labor  must  have  the  freedom  to  hire  the  class,  grade, 
quantity  and  cpiality  of  labor  best  suited  to  his  needs.  This  is 
the  definition  of  the  important  industrial  principle  of  the  "Open 
Shop.**  It  is  a  principle  that  should  neither  be  denied  nor  com- 
promised in  the  interest  of  either  employers  or  employes,  and  is  a 
sound  doctrine  interwoven  with  certain  inherent,  individual,  hu- 
man rights.  An  analysis  of  this  tenet  shows  it  to  be  neither  offen- 
sive nor  destructive.  On  the  contrary  it  is  a  safeguard  of  a  sacred 
ii)  "  '  '  :il  human  right  whether  it  is  industrial  in  applicatioo  and 
(L\. .  L^.  ^ .  or  otherwise.  It  is  a  concept  upon  which  our  Constitu- 
tion and  political  institutions  are  baaed. 

(4)  With  due  regard  to  contracts,  it  is  the  right  of  the 
employe  to  leave  his  emplojrment  whenever  he  sees  fit, 
and  it  is  the  right  of  the  employer  to  discharge  any  employe 
when  he  sees  fit. 

Tliis  declaration  is  based  upon  the  vested  indi>ndual  rights  of 
inploye  and  employer.    No  one  questions  the  right  of  any  cm- 
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ptojrc  to  ieruiinaie  his  employBient  when  he  desires  to  do  so,  but 
this  does  not  carry  with  it  the  right  to  conspire  with  or  influence 
fellow  workers  to  quit  simultaneously  witJi  him,  to  the  injury  or 
interference  with  their  employer's  business,  or  to  undertake  to 
prevent  anyone  from  taking  the  position  he  has  left. 

On  the  other  hand,  it  must  be  recognized  that  the  employer  has 
absolute  freedom  in  the  selection  of  employes  that  he  considers 
will  be  satisfactory  and  efficient  for  the  services  required  with 
compeiisation  for  such  service  at  the  prevailing  rates  of  wages,  and 
the  right  to  dispense  with  such  services  whenever  he  desires  to  do 
so. 

(5)  Employers  must  be  free  to  employ  their  work  people 
at  wages  mutually  satisfactory,  without  interference  of  dic- 
tation on  the  part  of  individuals  or  organizations  not 
directly  parties  to  such  contracts. 

Personal  and  legally  recognized  property  rights  vested  in  the 
builders,  managers  and  owners  of  industrial  enterprises,  are  in- 
volved in  this  article  of  faith.  Old  established  common  law  rights 
of  individuals  to  enter  into  such  proper  contracts  as  may  seem 
best  to  eacli  party  thereto  without  interference  on  the  part  of 
third  or  outside  p>ersons  are  simply  defended  by  this  principle. 
It  contains  the  timely  sentiment  that  individual  initiative  and  the 
institution  of  private  property  is  something  worth  making  the 
greatest  sacrifices  to  preserve.  No  effort  is  made  to  infringe  upon 
any  vested  or  recognized  rights  or  privileges  of  employes  in  such 
a  doctrine.  Indeed,  by  stoutly  asserting  the  specific  rights  of 
employers,  as  such,  an  indirect  service  is  done  to  workers  and  an 
acknowledgment  made  of  the  fact  that  our  industrial  elements 
have  certain  clearly  defined  limitations  in  their  relations  with  each 
other.  No  one  is  more  vitally  concerned  in  the  right  of  individual 
contract  than  the  worker.  This  right  was  denied  in  old  English 
statutes  and  common  law  and  the  securing  and  establishment  of 
this  right  was  one  of  the  first  steps  toward  emancipation  of  the 
employed. 

(6)  Employers  must  be  unmolested  and  unhampered  in 
the  management  of  their  business,  in  determining  the 
amount  and  quality  of  their  product,  and  in  the  use  of  any 
methods  or  systems  of  pay  which  are  just  and  equitable. 
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Herein  is  enunciated  the  fundamental  condition  of  tlie 
ful  conduct  of  buKiness  that  the  owners  and  managers  of  manu- 
facturing establinlimentA  must  be  protected  in  their  right  to  oper- 
ate their  plants  witiiout  outside  interferenoe,  according  to  the 
natural  and  legally  defined  regulationn  of  eonimeroe.  The  prin- 
inands  free  exercise  of  individual  business  judgment  and 
iii...<iiive,  witiiout  which  there  would  t"  i"i  .  if  any,  incentive  to 
engage  iu  business  enterprise,  and  iudii  itsutts  upon  a  recog- 

nition that  the  principles  of  management  are  primarily  and  dii^ 
tinctivf*Iy  witliin  tlie  provinci*  of  plant  owners  and  operators,  and 
tlie  intervention  of  outside,  uiiinforuied  individuals  or  organisa- 
tions is  neither  desirable  nor  proper  in  theor>'  or  practice.  As  the 
success  and  expansion  of  business  depends  primarily  on  miinsgr 
mcnt,  it  clearly  follows  that  you  cannot  hamper  management 
wiUiout  injuring  industry. 

(7)  In  the  interest  of  employes  and  employers  of  the 
coimtry  no  limitation  should  be  placed  upon  the  opportu- 
nities of  any  person  to  learn  any  trade  to  which  he  or  she 
may  be  adapted. 

rnri'stricted  opportunity  for  industrial  education  of  the  youth 
of  tilt'  land  so  that  there  may  be  produced  efficient  industrial 
workers,  is  the  underlying  thought  involved  in  this  statement.  It 
implies  a  complete  rejection  of  the  erroneous  and  harmful  prin- 
ciple of  trade  unions  by  which  liniiUitions  are  placed  upon  the 
number  of  apprentices  permitted  to  be  employed  in  the  skilled 
trades.  In  recent  years  there  has  been  a  widespread  awakening 
of  public  interest  in  the  subject  of  vocational  training.  Munici- 
pal, state  and  even  the  federal  government,  realizing  the  dire  neces- 
sity for  tlie  more  general  systematic  industrial  training  of  our 
youth,  have  undertaken  extensive  plans  in  this  direction.  For 
more  than  twenty  years  the  employers  of  the  country  embraced  in 
the  ranks  of  Uie  association  have  not  only  recognized  the  urgency 
of  this  problem,  but  have  consistently  made  every  possible  effort 
to  increase  the  opportunities  of  any  person  to  learn  any  trade  to 
whirh  hr  or  she  may  be  adapted.  The  widespread  recognitioii  of 
tiiis  (^irstion  during  recent  years  is  an  indicatioQ  of  the  soundneM 
of  the  position  taken  by  the  Association  upon  this  questioo. 
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(8)  The  National  Association  of  Manufacturers  disap- 
proves absolutely  of  strikes  and  lockouts  and  favors  equita- 
ble adjustment  of  all  conditions  between  employers  and 
employes  by  any  amicable  method  that  will  preserve  the 
rights  of  both  parties. 

This  portion  of  our  principles  we  honestly  regard  as  a  long  stand- 
ing monument  to  the  American  employer's  recognition  of  the  need 
and  value  of  the  maintenance  of  industrial  peace.  It  will  be 
noted  that  no  specific  recommendation  as  to  a  means  to  this  end  is 
contained  in  the  principle.  This  in  itself  is  an  absolute  refutation 
of  the  charge  that  employers  have  generally  favored  any  iron-clad 
form  of  industrial  armistice.  Furthermore,  no  reference  is  here 
made  to  any  special  views  which  the  employer  may  entertain  as  to 
various  forms  of  industrial  arbitration  and  conciliation  which 
have  been  tried  and  in  many  instances  found  wanting. 

The  attitude  of  the  organized  employers  of  the  nation  in  disap- 
proving emphatically  of  the  strike,  which  is  commonly  regarded 
as  labor's  chief  weapon  of  offense  as  well  as  defense,  has  been  no 
less  emphatic  with  respect  to  disapproval  of  the  lockout  which 
has  been  regarded  an  offensive  and  defensive  weapon  of  employers. 
Concretely  put,  it  is  the  feeling  of  the  members  of  the  Association 
that  the  complicated  question  of  wages  and  related  industrial  prob- 
lems, in  the  interest  of  industrial  development,  must  be  met  with 
the  utmost  fairness  of  which  human  intelligence  is  capable.  The 
belief  is  now  more  general  than  ever  among  the  employers  of 
America  that  the  old-time  selfishness  of  both  the  employer  and 
the  employe  must  absolutely  be  put  aside  and  each  be  content, 
the  worker  to  engage  for  his  labor  at  a  reasonably  proper  wage 
and  the  employer  to  hire  labor  on  the  same  equitable  basis. 
Going  a  step  further,  it  is  our  firm  belief  that  a  more  common 
recognition  of  the  actual  partnership  relation  and  joint  responsi- 
bilit>'  which  exists  between  the  man  who  pays  a  wage  and  the  man 
who  receives  a  wage,  would  be  the  greatest  single  contribution  to 
the  cause  of  industrial  peace  and  prosperity  that  is  capable  of 
adiievement. 

(9)  Employes  have  the  right  to  contract  for  their  services 
in  a  collective  capacity,  but  any  contract  that  contains^ a 
stipulation  that  employment  should  be  denied  to  men  not 
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parties  to  the  contract,  is'an  invasion  of  the  constitutional 
rights  of  the  American  workman,  and  is  against  public 
policy  and  in  violation  of  the  conspiracy  law.  This  Asso- 
ciation declares  its  unalterable  antagonism  to  the  do— d 
shop,  and  insists  that  the  doors  of  no  industry  be  closed 
against  American  workmen  because  of  their  membership 
or  non-membership  in  any  labor  organization. 

Tlie  evidfut  purpoiie  of  hucIi  a  declaration  a»  this  it  the  affirma- 
tion of  the  sacred  and  unassailable  constitutional  right  of  every 
worker  and  of  every  person  to  engage  for  his  labor  in  a  free  and 
unrestricted  market.  Despite  the  efforts  of  many  to  gaHt>le  and 
destroy  this  vital  industrial  truth,  it  is  unquestionable  that  the 
prosperity  of  this  country'  de|>ends  upon  strict  adherence  to  this 
fundamental  rule  of  liberty  and  justice.  The  employers  of  Amer- 
ica regard  this  principle  as  something  that  cannot,  in  the  interests 
of  free  institutions,  be  abridged  by  legislati<m.  In  other  words*  we 
insist  that  no  man  or  group  of  men  whether  employers  or  employes, 
has  any  right  to  place  a  brand  upon  any  human  being  and  say 
thnt  those  so  branded,  regardless  of  merit,  are  entitled  to  special 
privileges,  and  in  the  same  breath  to  say  that  those  who  are  not 
so  branded  and  not  willing  to  be  so  branded  must  be  limited  in 
•  »r  prevented  from  tlie  full  exercise  of  their  constitutional  rights. 

It  may  be  timely  to  record  the  fact  that  the  question  of  collec- 
tive, shop  bargaining,  or  cooperative  representation  already  has 
had  earnest  consideration  by  a  Urge  number  of  manufacturers 
throughout  the  country,  and  practical  and  successful  plans  em- 
bodying sucli  purposes  are  already  in  operation  in  many  important 
establishments.  In  the  adoption  of  these  industrial  representa- 
tion plans  no  question  is  raised  regarding  the  membership  of 
workers  in  outside  organizations. 

These  plans  present  a  method  by  which  employes  can  deal  col- 
It^ctively,  through  representatives  selected  or  elected  by  them,  with 
''  iployers  in  relation  to  all  questions  and  oonditioos  of  em- 

it. They  will  fiunish  a  new  diannel  of  oommmiication 
'  turners  and  wage-payers  whereby  they  may  better 

be  able  to  avoid  misunderstandings  and  mutually  agree  upon  satis- 
fn..K>r.-  adjustments  of  wages,  working  conditions,  etc.,  and  pro- 
ui  establish  such  friendly  relationships  and  co()perative 
spirit  as  will  be  beneficial  and  to  the  best  interests  of  both.    Such 
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•cti>ntie8  are  clearly  within  the  scope  of  this  principle  of  our 
organuEation. 

(lo)  The  National  Association  of  Manufacturers  pledges 
itself  to  oppose  any  and  all  legislation  not  in  accord  with 
the  foregoing  declaration. 
This  principle,  the  last  of  the  ten  embodied  in  the  Association's 
declarations,  is  nothing  more  than  a  pledge  that  we  will  use  all 
proper  and  h'^itimate  effort  to  prevent  the  passajije  of  laws  de- 
signed by  self-siH»king  interests,  to  contravene,  infringe  upon,  or 
take  away  from  the  human  elements  engaged  in  our  manufactur- 
ing industries  the  sacred  and  inherent  rights  and  privileges  in- 
volved in  any  and  all  of  the  nine  preceding  declarations  of  prin- 
ciples. A  careful  analysis  of  the  position  enunciated  in  these 
principles  we  believe  will  convince  any  unprejudiced  mind  that 
they  are  unassailable  and  might  well  be  adopted  throughout  the 
United  States,  as  a  sound  basis  for  the  conduct  and  guidance  of 
American  industrial  relations,  in  meeting  and  solving  the  many 
existing  problems  of  readjustment. 

The  spirit  of  the  chartered  purpose  of  the  Association  is  best 
interpreted  in  the  one  word  "service";  service  first  to  our  coun- 
try, second,  service  to  our  fellow  men,  both  the  toilers  in  the 
humblest  trades  and  men  of  genius  charged  with  vast  industrial 
responsibilities;  lastly,  service  to  the  perpetuation  of  America's 
magnificent  manufacturing  structure. 
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International  Business  Cooperation 
By  Edward  A.  Filene, 

Boatoo.  MMi. 

npi  i  K  •  1  today  is  not:  Shall  we  have  a  League  ui  Nuiioiui? 

^      A  I  is*  in  process  of  funiuition  even  as  we  diacam  iU 

The  point  <  m  has  shifted.    The  most  important 

ri  <>r1(l  today  is  thiii:  Whatkmdqfa 

i.^iu-.stions  of  reconstruction  and 
iiianent  prosperity  for  business,  questions  d 
I  tic  progrt*s8,  qut^stionii  of  social  advance  are  at  this  moment 
'  y  to  tliat  question.  Unless  we  get  t)u*  ri^ht  kind  ol 
outlook  for  sane  readjustment,  the  outlook  for  buiiiness 
prosperity,  Uie  outlook  for  a  finer  development  of  democracy* 
and  the  outlook  for  solid  social  advance  are  sorry  outlooks  indeed. 
I  want  to  make  two  observations  upon  the  question  as  to  the 
kind  of  league  we  want  and  discuss  them  briefly  in  turn.  These 
observations  are  as  follows: 

(1)  The  right  kind  of  league  must  rest  upon  a  constructive 
peace  based  upon  justice  and  sound  principles  of  organisation. 

(2)  The  right  kind  of  league  must  take  into  account  the  fact 
that  the  lasting  peace  of  the  world  must  be  based  upon  effective 
and  harmonious  working  out  of  the  problem  of  business  rektioos 
Utwi^en  nations;  and  the  fact  that  there  are  several  piressing 
problems  of  business  and  economics  that  must  be  met  by  inter- 
na t  ional  cooperative  action  if  the  peace  of  the  world  is  to  be  kepi 

hiring  the  next  few  years,  not  to  mention  Usting  peace. 

A  CoNSTRUcmE  Peacs 

In  the  first  place  we  must  have  a  constructive,  not  a  patched-up 
|M*ace.  A  patclied-up  peace  might  for  a  time  satisfy  tho  individ- 
ual wishes  of  individual  nations,  but  it  would  contain  the  germs 
of  another  war.  It  is  not  make-shifts  and  temporizings  that  we 
want — we  must  provide  for  a  lasting  peace.  At  the  beginning  of 
tiie  war  surgeons  attempted  to  deal  with  leg  wounds  by  renovkig 
just  the  infected  parts,  but  they  soon  found  the  mortality  rate 
following  that  method  was  extremely  high;    then  they  adopted 
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the  more  heroic  method  of  amputation  when  the  case  looked 
doubtful — the  mortality  rate  immediately  dropped.  The  states- 
man's problem  is  today  a  good  parallel  to  the  surgeon's  problem. 
The  time  demands  heroic  treatment.  A  constructive  peace  is 
one  that  provides  for  a  lasting  peace  by  a  straight-forward  deal- 
ing with  those  forces  and  factors  the  bad  or  inadequate  adminis- 
tration of  which  will  produce  friction  that  will  lead  to  another  war. 

Some  of  these  specific  things  I  will  discuss  in  a  moment;  but 
this  much  should  be  said  at  this  point;  we  must  have  enough 
international  organization — courts,  councils  of  conciliation,  com- 
missions of  adjustment  and  administration  for  certain  matters, 
pro\Tsion  for  common  action  to  defend  the  common  peace  of  the 
world — enough  international  organization  to  introduce  and  keep 
order  and  stability  in  the  international  situation  or  business  will 
not  have  either  the  chance  or  freedom  to  develop  along  normal 
and  healthy  hues.  The  old  condition  of  insecurity,  not  to  use 
the  stronger  term  anarchy,  in  the  international  situation  is  a 
standing  bid  to  reckless,  destructive,  and  ill-considered  radical- 
ism. Some  business  men  are  likely  to  shy  at  the  suggestion  of 
any  increase  in  control;  they  are  likely  to  say  that  business  does 
not  want  to  add  international  control  to  national  control  of  which 
they  already  have  quite  enough. 

But  it  must  be  remembered,  and  far-sighted  business  men  are 
saying,  that  business  cannot  succeed  permanently  save  in  an 
orderly  and  stabilized  world.  The  disorganization  of  Russia  and 
Genminy  is  not  exactly  the  sort  of  situation  in  which  business 
can  prosper.  So  American  business  men,  purely  on  a  basis  of 
self-interest  as  well  as  high  purpose,  have  a  very  deep  interest  in 
seeing  prevail  such  measures  as  will  stabilize  conditions  in  Europe. 
As  business  men,  it  is  our  duty  to  our  interests  no  less  than  to 
our  ideals  to  give  profound  and  sustained  attention  and  consid- 
eration to  the  problem  of  bringing  every  possible  pressure  upon 
the  men  who  are  writing  the  treaty  at  Versailles  and  the  men 
who  will  be  called  upon  to  ratify  the  treaty  at  Washington  to  see 
to  it  that  the  treaty  provides  for  the  kind  of  league  that  will 
deal  in  man-fashion  with  the  elementary  problem  of  keeping 
order  in  the  world,  that  is,  a  league  that  will  really  set  up  those 
organs  of  law  and  order  which  have  proved  effective  in  keeping 
order  between  individuals,  and  a  league  also  that  will  boldly  face 
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tlie  problem  of  treating  intemationally  those  tpeeiCc  problemg  of 
food,  raw  materials,  shipping,  buttOflH  opportunity,  and  the 
like  which  if  rightly  adminLstcrcd  are  going  to  moan  iMode  of 
oommon  interest  and  understanding  betwoen  the  naliope  asd 
greater  freedom  for  the  healthy  development  of  bueiBSH  the 
world  over,  but  which  if  wrongly  or  weakly  adminlalcred  wiD  mean 
simply  the  setting  of  the  stage  for  another  war.  And  that  brings 
me  to  the  second  observation  I  want  to  make. 

Now  there  are  certain  things  like  food,  shipping,  and  tariflsi 
which  if  left  for  each  nation  to  administer  solely  upon  the  basis 
of  immediate  selfish  interest  will  make  for  frictioo  and  disoootent 
and  drive  the  saine  masses  into  the  camp  of  reckless  radicalism. 
Therefore  business  men  are  interested  in  getting  a  league  that 
will  insure  a  treatment  of  these  things  that  will  prevent  this. 
Let  me  discuss  these  specific  matters  in  turn  briefly : 

A  PoeaiBLE  Shortage  or  Supplies 

Food  St^ff8.  On  every  hand  we  find  serious  students  of  the 
>i  I  nation  predicting  a  world  shortage  of  supplies  after  the  war. 
The  more  farsighted  students  contend  that  if  the  world  faces 
famine  after  the  war  it  ^411  he  due  not  primarily  to  inadequate 
resources  but  to  the  inadequate  administration  of  the  world's 
resources.  We  find,  for  instance,  the  memorandum  of  Inter- 
AUied  Labor  War  Aims  declaring  that  some  systematic  arrange- 
ment on  an  int4*mational  basis,  of  thejdistribution  of  the  world's 
foodstuffs,  is  imperative  in  order  to^  prevent  the  most  serious 
hardship  and  even  possible  famine  intone  country  after  another. 
But  whatever  the  cause, — famine,  the  threat  of  famine,  or 
the  fear  of  famine, — it  involves  certain  serious  and  far-i 
international  effects.  (I  use  the  word  famine  in  a  relative 
to  indicate  a  really  serious  shortage  of  suppUes.) 

A  real  shortage  of  necessities  in  any  country-  ^nll  concern  every 
country  because  it  will  tend  to  breed  revolutionary'  discontent  or 
may  even  prompt  to  foreign  war  the  nation  that  is  pinched.  The 
real  maintenance  of  lasting  peace  is  finally  more  dependent  upon 
its  being  seen  to  that  there  is  such  an  equitable  distribution  of  the 
supplies  of  the  world  among  all  nations  a^  will  meet  tlieir  impera- 
tive needs,  than  upon  any  purely  political  or  diplomatic 
ments  we  may  effect. 
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The  outlook  w  that  there  is  but  one  UiinK  that  will  efTectively 
fciestall  the  tlireat  and  consequences  of  a  world  sliortage  of  sup- 
plies. an<l  that  is  something  approaching  a  co5p<Tative  interna- 
tional administration  of  tlie  world's  necessary  supplies.  I  am 
not  Uiinking  of  any  hard  and  fast  international  economic  gov- 
ernment. I  am  not  thinking  of  the  appointment  of  an  economic 
generalissimo.  We  are  not  liable  to  turn  the  business  of  the 
world  over  to  a  Foch  of  commerce.  I  am  thinking,  however,  of 
a  certain  international  arrangement,  which  the  United  States  is 
in  a  peculiar  position  to  initiate,  under  which  the  total  resources 
of  the  world  might  be  administered  in  a  manner  that  would  best 
speed  up  the  processes  of  reconstruction,  remove  the  fear  of  fam- 
ine from  the  world,  allay  some  of  the  more  patent  economic  causes 
of  revolutionary  discontent,  and  help  maintain  the  peace  of  the 
world. 

We  faced  the  threat  of  a  shortage  of  supplies  during  the  war 
but  we  met  it  by  the  common  sense  action  of  cooperative  inter- 
national administration.  A  food  shortage  threatened  the  Allied 
nations,  but  each  nation  appointed  its  Hoover;  they  got  to- 
gether; result — there  was  enough  food  to  go  around.  This  i)rin- 
ciple  was  increasingly  applied  to  the  whole  range  of  the  economic 
needs  of  the  nations  at  war  with  the  Central  Powers,  until  finally 
we  achieved  a  unity  of  economic  administration  almost  equalling 
the  unity  of  our  military  administration.  This  unity  of  economic 
administration  for  war  time  was  coordinated  with  finance  through 
tlie  Inter- Allied  Finance  Commission;  with  shipping  through 
the  Inter-Allied  Shipping  Council;  with  export  and  im|X)rt  rela- 
tions tlirough  an  Inter-Allied  Board,  made  up  of  representatives 
of  our  War  Trade  Board  and  corresp>onding  bodies  in  the  Allied 
governments. 

In  the  same  way  munitions,  food,  fuel,  and  other  supplies  for 
the  prosecution  of  the  war  were  handled  by  cooj>erative  action. 
We  saw  admirable  results  from  the  international  pooling  agree- 
ments regarding  nitrates,  timgsten,  tin,  and  other  such  com- 
modities. Subordinate  to  the  Inter-Allied  Councils,  commodity 
committees  were  organized.  Now  the  result  of  all  this  economic 
co5rdifiation  was  that  we  assured  an  adequate  supply  of  the  mate- 
rials nect»ssary  for  the  war,  and  succeeded  in  organizing  the  dis- 
tribution and  transportation  of  these  supplies  so  that  the  needed 
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nuitcrfaUt  were  in  the  riKht  plui-c  at  Uit?  nght  tinir  an<l  in  the  right 
(|iiuntitit'M. 

Haw  Materials.     In  tlit*  iiiaiUr  of  raw  Duitt*httJ>  il  Is  even  man 

I  apparent  tliat  it  will  not  do  to  leave  the  plareinciit  of  raw  luata- 
rials  to  the  give  and  take  of  bargaining  as  in  Uie  \ym»U  with  aome 
nations  at  a  dmciiHi  dinadvantage.  The  getting  of  raw  niaterialji 
^  to  tied  up  with  internal  content  and  diitrontent  in  every  natioo 
hod  thert*by  witli  Uie  nmint4*nance  of  luiiting  |M*acv,  tliat  tiie  best 
Intcresta  of  Uie  whole  world  demand  the  existence  of  some  inter- 
national Ixxiy  tliat  Hliall  study  Ute  r|U(*stion  of  raw  matrrittLs  in 
the  li^lit  of  its  international  iniplicationji  and  se<e  to  it  Uiat  tlic 
niw  niat4*rials  of  the  world  are  distributed  in  Uic  manner  that 
will  lH\st  promote  Uic  healthy  progress  and  best  preserve  tiie  peaoe 
of  the  world,  [casting  peace  will  be  a  foolish  dream  unlcM  evcfy 
free  and  hiw-abiding  nation  can  get  the  raw  materials  needed  for 
uitsistence.  We  may  well  shudder  at  the  possibihties  of  inter- 
iiatiniKil  friction  leading  to  war  latent  in  an  unregidated  scrmmble 
for  raw  materials  in  which  the  rule  prevailed  of  let  him  get  who 
(an  and  let  him  keep  who  has. 

The  Control  of  Shipping 

Every  big  sea  nation  must  have  its  ships,  for  ships  mean  not 
only  trans|x)rtation,  but  they  mean  that  the  nation  that  cootrob 
sea-transportation  will  have  a  very  great  power  to  control  prices 
1  at  least  on  raw  niateriaLs  and  foodstuffs  and  eventually  if  that 
'I  control  is  not  dlslurhed  miglit  control  Uic  finances  of  the  world. 
It  si*iMus  therefore  clear  that  ocean  transportation  after  the  war 
\nll  exert  marked  influence  on  pric*i*s  and  is  therefore  basic  in 
Mxy  consideration  of  domestic  or  world  trade.  Goods  made  and 
^d  in  Uiis  country  contain  in  their  market  prices  the  costs  of 
t  raiisportation  and  generally  speaking  the  market  price  rises  and 
falls  in  a  manner  to  absorb  this  cost  of  transportation  while  nee- 
t-ssarily  diminishing  the  profit  of  either  the  producer  or  middle 

in;m  . 

On  goods  we  export,  however,  the  market  price  is  bound  to 
accord — if  we  really  succeed  in  world  trade — with  the  world's 
market  price,  and  any  excess  in  the  cost  of  ocean  carriage  must, 
as  a  general  rule,  be  deducted  from  the  price  the  producer  is  able 
to  get.    Such  deduction  under  ordinary  qrcnmrtanm  affects  not 
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only  what  he  exports  but  also  what  he  sells  at  home.  This  means 
that  if  in  peace  time  the  price  of  wheat  at  Liverpool  is,  say,  $2  a 
hnshel  and  the  cost  of  transportation  to  Liverpool  is  10  cents  a 
bushel,  the  seller  in  this  countrj'  will  get  about  $L90  per  bushel 
for  his  wheat.  If  the  cost  of  transportation,  however,  to  Liver- 
pool is  50  cents,  the  seller  in  this  country  will  get  about  $L50 
per  bushel  for  his  wheat. 

Evils  similar  to  these  formerly  complained  of  in  railroad  rates 
may  occur  in  ocean  carriage.  There  may,  in  the  absence  of  ade- 
quate regulation,  occur  understanding  and  combinations  leading 
to  great  shipping  trusts  which  may  exert  monop)oly  power.  Under 
such  conditions  rates  may  tend  to  create  other  monopolies  of 
bu3ang  and  selling.  Ports  may,  imder  such  circumstances,  be 
unjustly  discriminated  against  and  extraordinary  speculation  in 
prices  and  commodities  may  be  possible. 

The  same  reasons,  therefore,  that  hold  good  for  the  regulation 
of  railroads  by  an  interstate  commerce  commission  may  likewise 
hold  good  for  the  regulation  and  control  of  ocean  carriage  through 
some  international  arrangement,  say  an  international  commerce 
commission.  Such  a  commission  is  to  be  welcomed,  not  feared, 
by  our  business  men,  including  our  ship  owners. 

Fixed  rates  that  are  reasonably  profitable  for  ocean  carriage 
will  give  us  what  we  need  most — a  dependable  basis  of  calculation 
on  which  to  make  offers  to  buyers  in  foreign  cduntries  and  a  more 
dependable  and  consistently  profitable  business  for  owners. 

Merchant  ships  are  a  part  of  a  nation's  defensive  p)ower.  Until 
the  league  of  nations  which  we  must  have  has  proved  its  eflficiency, 
and  until  nations  are  ready  to  disarm,  they  will  not  be  ready,  if 
they  can  prevent  it,  recklessly  to  turn  over  their  sea  transporta- 
tion to  another  nation.  This  lesson  has  been  strongly  impressed 
on  all  nations  by  the  war.  As  a  result  every  nation  with  sea 
interests  will  strive  for  a  merchant  marine  of  the  biggest  size. 
It  is  inevitable  that  there  will  be  an  over-production  of  ships — 
that  is,  the  nations  will  duplicate  in  shipbuilding  and  in  a  few 
years  there  will  be  more  ships  than  are  actually  needed  for  the 
carrying  work  of  the  world.  Ships  will  then  become  a  less  desira- 
ble and  leas  profitable  investment,  and  in  an  effort  to  adjust  mat- 
ters old  and  bad  forms  of  control  and  combination  may  occur. 
In  any  event  under  such  conditions  transportation  rates  will  be 
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extremely  low  at  one  time  and  extremely  high  at  other  timet 
according  as  the  temporary  ncecaritjp  for  diip  traosportatioii  it 
pressing  or  otherwise.  So  here  again  the  busineta-like  thing  to  do 
'\»  to  try  to  foresee  what  it  likely  to  happen  and  to  work  out  tome 
form  of  international  collperation  that  >»ill  avoid  thete  dangers. 
Fnder  tho  conditions  the  world  is  facing,  if  we  use  our  thip 
power  regardless  of  the  noe<l.s  of  the  ot]u*r  nations,  that  is,  without 
a  business-like  generous  international  agreement,  we  shall  not 
only  fail  to  reap  the*  expected  advantages  from  it  but  we  tbrnO 
endanger  the  peace  of  the  world.  More  than  that,  we  have  won 
our  thipping  superiority  largely  while  other  nationt  were  %hting 
our  war,  and  if  we  use  it  without  regard  to  the  preMing  needs  of 
those  who  fought  our  war  then  we  shall  be  in  great  danger  of 
making  the  world  believe  that  we  were  insincere  in  oiur  statement 
of  our  war  aims — aims  for  which  we  were  willing  to  sacrifice  the 
lives  of  our  soldiers  and  for  which  we  should  not  now  hesitate  to 
use  generously  our  economic  advantages. 

NacnBrrT  for  International  Cooperation 

It  is  unneoettary  to  do  more  than  mention  in  passing  the  fric- 
tion that  is  latent  in  the  tariff  question  unless  we  bring  the  feder- 
ated and  cooperative  thought  and  action  of  ail  nations  to  its  solu- 
tion. Now  the  friction  and  misunderstanding  that  \%nll  inevita- 
bly grow  out  of  these  questions  I  have  mentioned  must,  if  business 
is  to  go  on  profitably  in  any  country,  reach  a  basis  of  conciliation 
and  agreement.  Two  methods  lie  open  for  reaching  such  agree- 
ments— either  the  forced  bargaining  between  indi\idual  nations 
or  the  treatment  of  them  in  an  international  clearing  house  for 
discussion  and  adjustment  such  as  a  finely  conceived  league  of 
nations  can  afford.  The  first  is  the  bungling,  slow,  costly,  and 
finally  the  disastrous  policy.  The  latter  is  the  method  that  tomd 
busmess  judgment  will  dictate.  This  set  of  oonaiderations  alooe 
makes  a  league  of  nations  a  matter  of  business  necessity. 

Now  the  pomt  ^nth  which  I  want  to  dose  thit  discuttioii  it 
this:  The  emergency  demands  ol  the  tinging  years  just  ahead  of 
us  will  clearly  demand  such  cooperative  international  action  as 
will  help  maintain  tlie  internal  content  of  all  nations  by  assuring 
all  nations  justice  and  equality  of  opportunity  for  economic  devel- 
opment— and  just  such  cooperative  international  Motion  in  mat^ 
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liefB  of  coinnion  economic  interest  among  nations  is  one  of  the 
OMntial  features  of  any  league  of  nations  that  is  to  succeed  in 
nminlmning  lasting  peace.  So  if  the  business  men  of  America, 
witli  tlieir  accustomed  breadtli  of  vision  and  sincere  devotion  to 
the  common  welfare  of  the  world,  rise  to  this  greatest  opportunity 
of  their  lives  and  dedicate  the  business  strength  of  Uie  United 
States  to  leadership  in  an  international  partnership  for  admin- 
istering the  economic  necessities  and  opportunities  of  the  world 
in  such  a  way  as  to  meet  the  emergency  demands  of  the  next  few 
years,  they  ynW  thereby  be  laying  the  foundations  for  what  will 
|>erhaps  prove  the  most  important  part  of  the  league  of  nations 
and  will  make  the  major  contribution  to  the  maintenance  of  the 
future  peace  of  the  world. 

The  moral  recoil  of  the  world  from  the  horrors  of  this  war, 
joined  to  the  constructive  statesmanship  of  the  world,  will  doubt- 
less bring  about  some  kind  of  a  league  of  nations  to  restrain  a 
law-breaking  and  aggressive  nation  in  the  future.  Shall  not 
American  business  do  its  part  in  completing  the  structure  and 
broadening  the  function  of  such  a  league  so  that  it  may  remove 
the  causes  of,  as  well  as  deal  with  the  occasions  for  war.^ 


The  World-Wide  Trend  Toward  Cooper 't inn 

By  FRANaa  H.  Simon 
Vic«-IVe«dait  of  the  Gtiarmnty  IVwt  Campuij  ol  Nev  Yofk 


^^IfE  alone  of  all  tiu*  great  nationi  have  escaped  Uie  Uigbtinf 
^  ^  effecta  of  the  world  war;  we  alone  have  emcfged  {rom 
the  struggle  stronger  than  ever  induNtrially,  financially  and  rco- 
noniically.  All  mankind  needs  our  help — not  our  chanty,  but 
our  cottpcratioD. 

We  cannot  render  the  service  demanded  of  us,  however,  if  we 
fail  to  recognize  the  fact  that  whDe  it  is  neeenary  for  the  sake  of 
national  prosperity  to  remove  the  coerdve  lettridions  ol  govern- 
ment control  as  rapidly  as  practicable  it  is  equally  imperative  to 
retain  government  cooperation  wiUi  industry*,  and  to  pietcrve 
many  elements  in  the  coordination  of  our  varied  business  interests 
effected  by  the  exigencies  of  the  great  crisis  through  which  we 
have  just  passed. 

Tlie  spirit  of  coinl>ination,  in  fact,  is  manifest  throughout  the 
universe.  It  is  exeinplifii*d  in  its  larger  economic  and  i>olitic*al 
asjiects  in  the  movement  now  under  way  at  the  peace  conference 
to  e»tablish  a  league  of  nations. 

Significant  Signs  Abroad 

This  world-wide  tendency  is  nowhere  more  pronounced  than 
in  England,  France,  Belgium  and  Italy,  who  bore  tiie  brunt  of 
tlie  battle  for  world  democracy. 

'Hie  British  Government  is  striving  by  various  means  to  foster 
joint  action  and  codperation  among  its  industrial  elements,  as  a 
vital  reconstruction  measure.  For  instance,  the  committee  ap- 
pointed by  the  government  to  investigate  the  iron  and  steel  trades 
reported  that  "we  are  persuaded  that  only  solidarity  of  action 
will  enable  the  iron  and  steel  industries  of  tiie  United  Kingdom 
to  maintain  and  improve  their  position  in  tlie  nuirkets  of  the 
world.  The  Conmiittee  reconunends  also  that  cooperative  effort . 
backed  where  it  is  found  necessary  by  government  support,  should 
endeavor  to  deal  with  the  question  of  ore  supplies.**  Combina- 
tions are  suggested  for  the  purpose  of  standardising  productioo 
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and  reducing  cosU.  The  Committee  of  Engineering  Trades  pro- 
potes  that  English  manufacturers  work  in  large  units,  formed 
either  by  amalgamations  or  by  joint  operations,  for  the  pooling 
of  resources  and  the  specializing  of  production,  as  well  as  for 
the  purchasing  of  raw  materials.  The  Textile  Trades  Committee 
recommends  that,  in  view  of  the  modem  tendency  toward  larger 
units  of  production  and  the  elimination  of  economic  waste  and 
inefficiency,  there  should  be  combinations  or  working  agreements 
which  would  avoid  duplication  of  effort  and  materially  decrease 
buying,  producing  and  selling  expenses.  The  English  Shipping 
and  Shipbuilding  Committee  has  directed  attention  to  the  need 
for  effective  cooperation  and  coordination  among  shipbuilders 
and  marine  engineers. 

To  meet  the  new  conditions  presented  in  world  trade,  the  de- 
sirability of  concentrating  banking  credit  has  long  been  obvious 
to  the  bankers  of  England  and,  as  a  result  of  amalgamations,  the 
leading  Enghsh  banks  recently  showed  these  huge  deposits: 

London  City  and  Midland $1,570,000,000 

Lloyds 1,500,000,000 

London  County,  Westminster  &  Parr's 1,250,000,000 

Barclay's 1,100,000,000 

Union  of  England  and  Smith's 900,000.000 

English  bankers  and  business  men  believe  that,  in  order  for 
them  to  compete  effectively  for  the  world's  trade  with  other 
countries,  this  concentration  of  credit  and  the  extension  of  branch- 
banking  are  necessary  steps.  Without  banking  leadership  foreign 
trade  cannot  be  commanded.  The  effective  use  of  such  powers 
by  Germany  has  taught  this  lesson.  The  German  banks  trading 
abroad  not  only  were  useful  financial  institutions,  but  acted  as 
information  bureaus  for  their  countries,  and  their  work  in  this  field 
was  largely  responsible  for  the  remarkable  development  of  Ger- 
man overseas*  trade.  German  banks  not  only  established  subsidi- 
ary banks,  but  in  many  instances  obtained  controlling  interests 
in  native  institutions,  giving  them  a  large  measure  of  command 
of  foreign  banking  transactions. 

Even  while  fighting  with  "her  back  against  the  wall,"  in  the 
dark  days  of  the  war  when  Germany  was  hurling  its  hordes  against 
the  Channel  ports,  England  was  forming  amalgamations  for 
peace  business,  not  only  in  banking  but  also  in  various  trades 
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and  manufactures.  And  England  b  moving  toward  larger  in- 
(luiitrial,  commerical  and  financial  uniU  because  abe  u  impelled 
to  do  so  by  the  sheer  force  of  circtimstanoes,  and  has  had  foresifbt 
eiiou^  to  see  that  only  Uirough  sndi  means  can  ccooomies  be 
effected  which  will  prove  important  factors  m  foreign  trade  expan- 
sion, as  well  as  in  successfully  meeting  foreign  competition  in  the 
home  markets. 

The  French  Government  has  created  a  central  purchasing  and 
distributing  organization  to  facilitate  the  reconstruction  of  devas- 
tated provinces.  It  is  known  a.s  tiie  CVntral  Association  for  the 
Itestoraticm  of  Industrial  Activities  in  the  Invaded  Regions. 
Phis  association  has  formed  a  central  buying  agency  bearing  the 
title  of  Central  Bureau  for  Industrial  Purchases  for  the  Invaded 
Regions,  and  the  French  Chamber  of  Deputies  has  voted  the 
(usMx  iation  a  fund  of  $50,000,000. 

French  steel  men  believe  that  one  of  the  best  ways  for  America 
to  help  them  is  by  placing  at  their  disposal,  as  soon  as  practicable, 
^ome  trieil  forms  of  cooperative  selling.  The  Frendi  steel  makers 
do  not  wish  to  be  obliged  to  obtain  prices  from  several  hundred 
American  firms,  but  prefer  to  obtain  them  from  the  representatives 
of  groups  of  manufacturers  of  steel  equipment.  These  representa- 
tivrs  sliould  be  in  a  position  to  take  Uie  blue  prints  and  specifica- 
tions prepared  by  the  central  purchasing  office  of  the  French  steel 
industry  and  name  prices  and  dates  of  delivery  on  every  piece  of 
madiinery  and  every  pound  of  material  needed  to  enable  the 
FVench  makers  to  resume  the  manufacture  of  steel  on  the  sites  of 
tix  Ir  old  plants. 

I'he  Sod^t^  Mineraux  et  Metaux  has  sent  agents  to  this  country 
to  inquire  into  all  phages  of  the  mining  and  metallurgical  indus- 
tries and  to  gather  data  on  them,  for  the  purpose  of  assuming  a 
leading  r6le  in  the  buying  here  of  lead,  copper  and  zinc  for  use  in 
France.  This  society  has  a  capital  of  10,000,000  francs,  and 
represents  a  cooperative  organiication  of  metal  interests  for  the 
purpose  of  keeping  them  in  contact  with  the  producers  of  the 
world  and  fully  informed  as  to  statistical  data  of  the  mining  and 
metallurgical  industries.  Among  its  shareholders  are  twenty- 
^ix  mining  or  metallurgical  companies,  representing  interests  in 
I  Vance,  Spain,  Mexico,  Algeria,  Tunis,  Siberia,  Chile.  Bolivia, 

Italy  and  Russia. 
11 
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A  central  reconstruction  purchasing  committee,  similar  to  that 
fonuecJ  in  France,  has  been  organized  in  Belgium.  And  recently 
there  was  constituted  at  Milan  among  the  most  important  finiis 
in  Italy  carrying  on  an  import  trade  in  industrial  macliinery  and 
machine  tools  from  the  Allied  countries,  the  Italian  Association  of 
Importers  and  Merchants.  The  purpose  of  this  organization,  as 
outlined  in  the  statute  authorizing  it,  is  the  study,  protection  and 
promotion  of  all  those  interests  appertaining  to  the  importation 
of  the  articles  mentioned. 

America's  Need  For  Cooperation 

With  preparations  such  as  I  have  briefly  indicated  under  way 
in  the  leading  European  countries,  which  are  planning  to  reduce 
their  enormous  indebtedness  by  increased  exports  and  decreased 
imports,  the  American  manufacturer  and  exporter  can  readily 
appreciate  the  fact  that  they  will  face  the  keenest  competition 
they  have  ever  experienced,  particularly  in  those  markets  which 
tlie  war  has  opened  to  us.  And  it  should  be  remembered  that 
the  productive  capacity  of  the  United  States  has  been  greatly 
expanded  by  the  necessities  of  war.  One  authority  has  estimated 
that  tlie  income  of  the  people  of  the  United  States  for  1918  totaled 
$73,400,000,000,  as  compared  with  $68,800,000,000  for  1917,  and 
$84,800,000,000  for  1913.  Unless  we  are  able  to  maintain  the 
trade  advantages  gained  abroad  during  the  last  four  years,  it  is 
obvious  that  w^e  will  be  confronted  with  the  serious  necessity  of 
adjusting  our  productive  capacity  to  a  shrinking  market.  And 
we  cannot  hope  effectively  to  meet  foreign  competition  unless  we 
cooperate  as  our  foreign  competitors  are  doing. 

But  we  cannot  adequately  cooperate  outside  of  the  United 
States  if  we  are  compelled  to  indulge  in  costly  and  wasteful  compe- 
tition within  our  own  borders.  Our  existing  anti-combination 
legislation,  in  fact,  is  not  only  out-of-date  but  is  a  positive  menace 
to  our  industrial  and  conmierical  future.  We  shall  deny  ourselves 
the  full  advantages  of  the  Webb  Law  unless  we  repeal  the  Sher- 
man Anti-Trust  Law. 

Combination  in  itself  does  not,  and  never  has,  constituted  a 
danger  to  this  nation  or  to  any  other  nation,  but  tlirough 
ignorant  and  scheming  demagogues,  inspired  chiefly  by  political 
ambitions,  the  American  public  has  come  to  view  any  combina- 
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f  bimincss  inlcretU  at  an  incubuft,  regardlcM  of  wiiellMr 
>l»matioii  maket  for  the  gencrai  weal  by  diminaf  inn 
waste;  and  Uit*  public:  ap|mrt*ntly  has  lost  iif(ht  of  tlie  fa<*t  that  all 
combinations  should  be  judged  by  ikeur  ojwroltoiM  and  jmrpoeee.  1 
am  u  iiriu  In^lifvcr  in  the  refculatory  efficacy  of  baaic  economic  kwa, 
aiid  I  Imve  confidence  not  only  in  the  int(*fn'>ty  of  the  majority  of 
our  business  men,  but  abto  credit  theni  with  the  ability  to  realiae 
that  then*  prosperity  is  contingent  ufion  the  prosperity  of  the 
^riit'ral  public. 

lict  U5  not  forgt*t  that  England  will  nuike  heroic  efforts  to  regain 

hiT  former  trade  and  also  to  capture  a  hu-ge  part  of  that  oontroUed 

by  Germany.    Her  people  are  united  in  that  ambition,  they  are 

willing  to  make  the  necessary  sacrifices  to  reaUae  it,  and,  therefore* 

they  are  in  a  far  better  position  Uian  we  to  compete  for  the  trade 

of  the  world.     They  have  the  tremendous  advantage  of  lower 

costfl,  and  Uiat  applii*8  to  all  un|K>rtant  factors  in  obtaining  and 

holding  foreign  trade,  namely,  banking,  manufacturing,  exporting, 

shipping,  and  seamen's  interests.     All   thost  engaged  in  such 

'-   'ties  are  willing  to  take  a  smaller  margin  of  profit  than  their 

ican   comiK'titors.     They   are   willing   "to   play   the   long 

iioe,"  so  to  speak,  and  it  would  be  difficult  to  exaggerate  the 

uuportance  of  this  advantage  to  England. 

Comparisons  made  recently  between  costs  of  production  in 

this  country  and  its  chief  competitors  are  not  encouraging.    It 

asserted,  in  fact,  by  some  of  our  larger  exporters  that  unless 

■    -an  materially  lowcu:  their  c^ost^  of  producrtion  and  delivery 

<  annot  hold  Uieir  own  in  competition  witli  foreign  manu- 

turers.     Britisli  dealers  already  have  regained  a  lead  in  some 

"     more  important  markets,  due  to  their  better  preparations 

...Icr-war  cx>nditions;   l)etter  shipping  facilities,  lower  freight 

ti^  especially  to  the  more  distant  markets — such  as  South 

lerica  and  the  East,  and  to  the  maintenance  of  Wtter  selHng  or- 

uizations,  even  under  the  duress  of  war.     And  yet  the  British 

•vemment  believes  that  it  is  imperative  to  reduce  costs  still 

ilwT,  through  obtaining  greater  multiple  production  in  England 

'ouraging  amalgamations  and  combinations  among  manu- 

iiig,  financial  and  sliipping  interests. 

'      UT  our  present  laws  it  is  impossible  for  an  American  ship  to 

rry  cargo  as  cheaply  as  a  British  or  Japaaeae  vessel,  due  to  the 
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high  cxwt  of  operation.  Whether  our  government  will  enact 
law8  that  will  enable  our  ships  to  meet  this  situation  remains  to 
be  seen.  It  is  certain  that  oiu*  maritime  interests  will  not  atte]n])t 
to  operate  any  of  the  new  vessels  for  their  own  account  under  ihv 
present  laws,  for  British  and  Japanese  owners  can  under-bid 
them  every  time  because  the  British  and  Japanese  laws  are  not 
80  drastic  as  our  own.  Meanwhile  we  shall  continue  to  pay 
heavy  tribute  to  England  in  tlie  form  of  ocean-freight  tariffs. 

Need  for  Government  Co5peration 

It  would  appear  to  be  clear,  even  from  a  cursory  consideration 
of  the  subject  such  as  this,  that  we  are  urgently  in  need  of  coopera- 
tion, not  only  among  our  industrial,  commercial,  transportation 
and  financial  interests,  but  also  between  the  government  and 
these  important  elements  in  our  economic  life.  The  most  vital 
problem  confronting  business,  indeed,  is  that  regarding  the  rela- 
tions which  shall  be  established  in  the  immediate  future  between 
the  government  and  industry. 

Stringent  government  control  in  peace  times  would  certain)  >• 
constitute  a  deadly  menace  to  commercial  and  industrial  interest^ 
It  would  stifle  competition,  undermine  ambition,  and  discourage 
initiative.  It  would  offer  no  incentive  to  high  endeavor.  A  rea- 
sonable protection  of  the  public  welfare  by  the  exercise  of  a  proper 
co5peration  on  the  part  of  the  government  is  quite  another  matter. 
That  would  not  result  in  a  repression  of  business,  but  rather  in 
a  relationship  under  which  industrial  concerns  would  remain  in 
private  hands;  competition  that  causes  economic  waste  would  be 
eliminated;  and  capital  and  labor  would  each  prosper  in  propor- 
tion to  its  respective  contribution  to  national  production,'and  in 
proportion  to  the  public  interest  served. 

Under  such  a  system  we  should,  indeed,  have  national  recon- 
struction— reconstruction  which  would  create  understanding  and 
recognition  of  soimd  principles  and  methods,  a  high  sense  of 
justice  and  fairness,  and  a  general  cooperation  for  the  best  results 
attainable  for  all  concerned  and  for  the  nation,  which  has  a  new 
and  great  part  to  play  in  world  affairs.  It  would  dispel  the  over- 
hanging menace  of  impractical  idealism  which  exists  at  Washing- 
ton, and  to  some  extent  elsewhere,  and  of  which  business  men 
must  take  cognizance.    The  obvious  intention  on  the  part  of 
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(line  to  force  Kovfrnment  ownmhip  of  tnmtporUtion  and  wirett 

if  iMMMible,  and  the  announcemi^tit  uf  a  |K>Ucy  of  phiUntliropic 

restraint  in  foreign  trade,  are  but  straws  indicating  the  direction 

f  the  Hind.     In  puntuit  of  iiurh  economic  will-o'-the-wispa,  tome 

iiinds  are  led  astray  and  would  lure  us  into  tiie  bogs  of  Bd- 

lievinn.    The  factii  of  human  experience  and  human  nature 

have  always  proved  a  safer  basis  for  human  relations  than  the 

tissue  of  dreams  or  the  \nsionJi  of  what  ought  to  be.    Jiixtice  and 

fair  dealing  are  not  imi)ossible  in  u  world  of  sound  ec^oncniiicM,  and 

these  standards  furnish  us  a  sounder  platform  than  parlor  social- 

sm  or  political  expediency.     If  the  spirit  of  common  i*quity  and 

reason  can  pervade  government  bureau  and  legislative  hall,  as 

weD  as  busmess  office  and  bank»  we  may  hope  for  a  readjustment 

to  the  conditions  of  peace  which  will  bring  prosperity  to  our  own 

people  of  all  classes,  and  render  useful  service  to  the  entire  worid. 


Combinations  for  Export  Under  the  Webb  Act 

By  Joseph  E.  Davies 
Attorney-at-L<aw,  and  former  Chairman  of  the  Federal  Trade  CommisKm 

^I^IIE  report  of  tlie  Federal  Trade  Comnussion  on  Cooperation 
^  in  Foreign  Trade  was  issued  on  the  tliirtietli  day  of  June, 
nineteen  hundred  and  sixteen.  The  commission  recommended 
that  legislation  be  enacted  to  permit  combinations  solely  for  ex- 
port trade,  in  order  to  remove  existing  doubt  as  to  tlie  legality  of 
such  organizations  under  the  Sherman  Law. 

Provisions  of  the  Webb  Act 

Largely  as  a  result  of  this  reconmiendation,  the  Webb  Bill 
passed  the  House  of  Representatives  on  September  2,  1916. 
The  original  House  bill  contained  two  clauses  that  negatived  the 
purposes  of  the  bill.  It  was  provided  that  export  trade  should  not 
**be  deemed  to  include  the  production,  manufacture,  trading  in  or 
marketing  within  the  United  States  or  any  territory  thereof,  of  such 
goods,  wares  or  merchandise  or  any  act  in  the  course  of  such 
production  or  manufacture.'*  Again  it  was  provided  that  such 
action  should  be  confined  to  such  as  "does  not  restrain  the  ex- 
port trade  of  the  United  States."  It  would  be  manifestly  im- 
possible to  obtain  goods  for  export  in  the  United  States  unless  the 
organization  were  to  trade  or  market  in  the  United  States.  Fur- 
ther, it  would  appear  that  such  a  combination  to  be  effective 
must  "restrain  export  trade."  The  bill  did  not  pass  the  64th 
Congress. 

The  bill  was,  however,  passed  by  the  65th  Congress  and  ap- 
proved April  10,  1918,  with  the  objectionable  features  eliminated. 
In  general  terms,  the  act  as  finally  adopted  declared  that  nothing 
contained  in  the  Sherman  Law  should  be  construed  as  making 
illegal  a  combination  entered  into  for  the  sole  purpose  of  engaging 
in  export  trade  or  acts  in  furtherance  thereof  providing  there  were 
no  resulting  restraints  of  domestic  trade,  or  of  the  export  trade  of 
a  domestic  competitor,  nor  any  act  of  any  kind  whatsoever  which 
artificially  or  intentionally  enhanced  or  depressed  prices,  sub- 
stantially lessened  competition  or  otherwise  restrained  trade  in 
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the  United  SUtei.  The  prohiljitiou  of  SeeCioo  7  of  Uie  CbyUm 
Vet,  prohibiting  certain  intercorporate  ttock  hoMtngi,  was  Kfied 
so  far  as  the  acquudtton  of  stock  in  such  an  export  combinatkm 
was  concerned,  tf  no  domestic  restraint  of  trade  resullML  The 
prevention  of  unfair  methods  of  competition  in  expoK  trade 
against  competitors  engaged  in  cxfrnrt  trade  was  vested  in  the 
Federal  Trade  Commission,  even  though  such  methods  were  em- 

IovihI  without  the  territorial  juriikliction  of  the  United  States, 
as  was  also  the  general  administrative  supervisioo  of  the  pro> 
visions  of  the  act  The  pubUe  records  of  the  commission,  con- 
sisting  of  the  articles  of  incorporation  and  by-Uws  of  the 

omhinations,  show  that  American   business  men   have 
prompt  to  avail  themselves  of  the  provisions  of  the  law. 


Up  to  this  date  of  writing,  the  state- 
ments required  by  this  law  have  been 
t     Sled  by  the  following  organisations: 

Vllicd  Gmstmction  Biachinery  Cor- 
j        poratioo 
I     Allied  BCachtncry  Co.  of  America 

I     Allied  Mfgrs.  Export  Corp. 
Allied  Sugar  Machineiy  Corporation 
American  International  Steel  Corpora- 


Vinerican  Paper  Exports,  Inc. 
Vinrrican  Parchment  Export  Co. 
American  Steel  Export  Co. 
American  Steel  EziMrt  Co.'s  Braxilian 

Corporatioo 
Vmcrican    Webbing    Manufacturing 

Export  Corp. 
\msinck  Ic  Co.,  G.  of  Mexico,  Inc. 
Vutomotive  Products  Corporation 

tipper  Export  Assn.,  Inc. 

<«nio  Trading  Co. 

raas  (Inc.)  P. 
<  Vans  Importing  Co.,  P.  E. 
I>#v^  Co. 

I'        r  Miams  Supply  Co. 
IKIima.  Correa  9t  Cortissoa,  Inc. 
Dodge  &  Seymour  and 
Dodge  k  Seymour  (China*  Lid.)  a 

subsidiary  company 


IXn^Us  Fir  Exploitation  k  Export 

Company 
DunneDoQ  Phosphate  Co.  (The) 
European  It  Par-Eastrm  Sales  Co. 

(Inc.) 
Export  Trade  AssodatioB  (Inc.) 
Factory  Products  Export  Corporatioa 
Fajardo  Bras,  k  Co.  (Inc.) 
Franklin  International  Corp. 
Galban  Noedcer  k  Co.  (Inc.) 
Galena  Signal  OU  Co.  of  Brasil 
Harper  Ic  Co.,  Locke  T. 
Uerxberg  Ic  Son,  B. 
Holsam  Co.  (Inc.) 
International  Clearing  House  of  New 

Yoric  (Inc.) 
Levy  Co.  Inc.,  A.  A. 
BCanufacturert  Agents  Ca  (Inc.) 
Markt  ft  Hammacber  Co. 
MarictftScbaeferCo. 
Maxim  Munitions  Corporation 
Mexkan  Importing  Ic  Exporting  Coiw 

poratioo 
M.  P.  Trading  Co.  Inc. 
MttUer,  Madeao  k  Co.  (Inc.) 
PtoKAttwtean  Exporters.  Inc. 
Partoos  Ic  Whitteasore  (Inc.) 
Redwood  Export  Co. 
8emtec(Ltd.) 

Ca.,ThoMaaW. 
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SootlMni  Products  Co.  United  States  Handle  Export  Co. 

k  Co.,  W.  J.  U.  S.  Office  Equipment  Export  Assn. 


Strong  It  Trowbridge  Co.  United  States  Paper  Export  Associa- 

QydMmy  Boa  Co.  tion 

Tent   Co.    (South   America)  (Ltd.)      Zaldo  k  Martinez  Export  Co.  Inc. 
The  Zoccola  Co.  (Inc.) 

An  examination  of  the  chartc^rs  filed  would  indicate  that  a  great 
many,  perhaps  a  majority  of  the  combinations  covered  by  them, 
have  not  complied  with  the  act  inasmuch  as  they  are  not  solely 
engaged  in  exporting  from  the  United  States  to  foreign  nations  as 
the  act  requires. 

It  appears  that  export  houses  engaged  in  import  as  well  as  ex- 
port trade  seem  to  have  found  difficulty  with  the  provision  of  the 
law  which  makes  it  apply  solely  to  combinations  for  exp)ort. 
Many  export  houses,  it  would  also  appear,  have  filed  reports  out  of 
an  excess  of  caution  in  the  fear  of  the  penalty  imposed  by  Section 
5  of  the  act. 

Since  the  passage  of  the  act,  the  associations  which  have  at- 
tempted to  qualify  under  its  terms  for  the  most  part  have  been 
in  the  corporate  form.  There  are  some  few  instances,  however, 
of  those  who  have  merely  combined,  by  contract  or  otherwise, 
under  the  terms  of  the  law  as  "two  or  more  persons,  partnerships 
or  corporations."  While  statements  filed,  generally  speaking, 
have  been  designed  to  comply  with  the  act,  it  is  an  interesting 
fact  that  by  far  the  majority  have  failed  to  get  completely  within 
the  terms  of  the  act  in  that  they  have  been  organized  for  purposes 
in  business  other  than  that  of  solely  engaging  in  exporting  from 
the  United  States.*  This  is  particularly  significant,  for  unless 
they  are  formed  under  the  express  provision  of  the  law,  solely 
for  export  trade,  they  acquire  no  protection  and  are  amenable  to 
the  provision  of  both  the  Sherman  Law  as  to  restraints  of  trade, 
or  conspiracies  to  monopolize,  and  as  well  to  Section  7  of  tlie 
Gayton  Law,  forbidding  interlocking  stock  ownership,  as  pro- 
vided therein. 

Sauent  Features  of  Typical  Organizations 

It  may  be  of  interest  to  note  some  of  the  salient  features  of  some 
of  these  typical  associations.    The  capital  authorizations  vary  as 

» 8e$  Afmnal  RepoH  FmUral  Trade  Communon  1918.  p.  40. 
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^Bb  abo  the  requiremenU  aa  to  the  amounU  to  be  |>aid  in  under 
^■be  charter  aa  a  prerequiHite  to  doing  butineii.    The  following 
Vire  typical: 
^  Aulkanmd  Tdal  AwA.  WUk  Wkitk 


Vllied  8uiw  Machiiiary  Corporatioo HOO.OOO  it.700 

VoBflriotn  SImI  Biporto 400.000  t.000 

DougUi  Fir  KiploiUticm  k  Eiport  Co.. . .  tOO.OOO  lUibMoio 

werm 
MAoufActurert  AgenU  Co.  Ixie  ^,000,000  ouudmum 

fOO.OOO  wtr^f  ^ff 

AoMricMi  Paper  Exports 1,500.000  iOOjOOO 

Vutomotive  ProducU  Corp. .  500.000 

American  Intemational  Steel  CorporaUon.  1,000.000  <.000 

Sioek  and  Voting  Power,  The  voting  power  of  Uie  stock  of 
these  organizations  varies.  Some  give  to  each  share  of  stock  one 
\  etc.  Others  provide  that  voting  power  shall  accrue  alike  to  e«di 
stockholder  regardless  of  the  amount  of  stock  owned.  Still  others 
base  the  control  and  voting  power  upon  the  proportion  of  produc- 
tion of  each  member  the  preceding  year,  or  on  combined  considera- 
tions of  proportionate  production  and  stock  ownership. 

LimiiationM  on  Membership,  There  are  also  varying  provisiaos 
witli  reference  to  eligibility  for  membership.  Some  of  the  or- 
ganizations, such  as  the  Copper  Export  Association,  Inc.,  open 
tht'ir  nieml>ership  to  all  producers.  Others  limit  membership 
*^  *-anufactur(*r8  or  distributors  of  a  certain  class  or  of  a  certain 
tory;  while  still  others  prescribe  that  no  other  members  shall 
l>e  admitted  except  upon  consent  of  the  original  signatories,  who 
nrescribe  the  terms  of  admission. 

LimUation  to  Preveni  Single  Control,  In  order  to  prevent 
untrol  of  the  association  throu|^  the  acquisition  of  stock  by  any 
•no  member,  one  lumber  export  association  has  made  the  following 
jirovision: 

All  of  the  stock  owned  by  tbe  itockliolden  in  thU  corporatioQ  other  ihao  oae 
hare  c«ch.  to  be  held  by  the  itock  trustees  of  this  eorpormtaon.  ahaO  ba  aaipMd 
to  and  held  in  trust  by  the  stock  trwtee  or  truitBei  whose  power  to  aeO  aftd  di^ 
poee  of  soch  capital  stock  ao  held  in  trust  shall  be  liniited  to  sales  thereof  to  Hfili- 
mate  manufacturers  of  lumber  on  the  Pacific  Giast  ooly.  and 
be  further  restricted  so  that  no  one  manufacturer  individually  or 
•led  interests  shall  ever  become  a  majority  owner  or  holder  or  be  afakr  to  < 
a  dominating  control  of  the  capital  stock  of  thia  corporation.    Whenever  aay 
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firm  or  ocMpontion  shall  make  application  to  become  a  stockliolder  in 
tbit  oorpocmtion  and  to  purchase  one  or  more  shares  of  its  capital  stock  and  such 
appUcatioD  is  approved  by  the  Board  of  Trustees  or  such  committee  or  officer  as 
it  shall  thereunto  authorise,  a  share  or  shares  of  the  stock  so  held  by  such  trustee 
or  tnisieet  shall  be  cancelled  and  a  like  number  of  shares  in  lieu  thereof  issued  to 
such  purchaser  who  shall  forthwith  endorse  and  deliver  the  same  to  said  stock 
trustee  or  trustc«j  to  be  held  with  like  stock  by  such  stock  trustee  or  trustees. 
No  sales  or  transfers  of  the  capital  stock  of  this  corporation  to  any  other  than  an 
actual  manufacturer  of  lumber  on  the  Pacific  Coast  shall  be  valid  and  in  case  of 
the  death  of  any  stockholder  or  the  dissolution  of  any  corporate  stockholders  or 
the  insolvency  or  bankruptcy  of  any  such  stockholders  or  in  case  any  stockholder 
voluntarily  for  a  period  of  one  year  cease  to  continue  in  the  manufacture  of 
lumber,  then  and  in  that  event  this  corporation  shall  have  the  right  to  call  in, 
retire  and  cancel  the  capital  stock  so  held  by  such  stockholder  upon  payment 
to  the  heirs,  executors,  trustees  or  successors  in  interest  of  such  person  or  cor- 
poration to  an  amount  equal  to  the  par  value  but  not  exceeding  the  par  value  of 
such  stock. 

Manner  of  Making  Sales,  Differing  methods  of  making  sales 
have  been  atiopted,  usually  depending  upon  the  intent  of  the  or- 
ganization as  to  whether  it  shall  be  purely  cooperative  on  an  ex- 
pense basis  only  or  whether  it  is  designed  to  produce  profit  for  the 
exporting  corporation.  One  organization  provides  that  all  the 
foreign  business  of  its  members  shall  go  through  the  association, 
invoices  to  be  charged  to  the  association  and  by  it  charged  to  the 
foreign  purchasers,  collected  from  them  and  when  collected  paid 
back  to  the  proper  party,  minus  a  fixed  percentage  to  be  agreed 
upon  from  time  to  time  sufficient  to  approximately  cover  the  cost 
of  carrying  on  the  association.  The  cost  of  carrying  on  the  asso- 
ciation is  to  be  prorated  among  members  on  the  volume  of  sales 
of  each  party  through  the  association,  bad  debts  being  treated  as 
joint  expenses.  Funds  are  advanced  by  each  member  on  which 
they  are  entitled  to  charge  interest  at  6  per  cent  until  the  proper 
adjustment  can  be  made,  this  interest  being  recognized  as  part  of 
the  expense  of  the  association. 

Another  association  provides  that  its  board  of  directors  shall 
fix  a  minimum  price  for  export  sales.  The  executive  conunittee 
then  makes  quotations  within  its  discretion  but  not  below  this 
minimum  price.  The  association  receives  3  per  cent  on  the 
lunount  of  the  sale  from  the  mill  accepting  the  order,  such  com- 
mission being  known  as  a  "flat  brokerage*'  and  is  entitled  to  a 
further  **overage  brokerage"  of  one-half  of  the  difference  between 
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^■ttie  price  quoi«d  by  Uie  meinlxY  mill  and  the  price  at  which  the 
^nroduct  is  aold  to  the  customer.    The  flat  brakcrafe  ii  to  be 

■  j>n?fl  T!?T^»»ty  days  after  the  ahipping  date  of  the  older  whether  or 
no!     .  ,  i     i.  and  Uie  overage  brokerage  fifteen  chiyi  aftrr  tlic  due 

■  date  of  the  invoice.     Each  inetnber  quoting  indudm  the  flat 
brokerage  in  his  quotation. 

Still  another  export  association  gunrantees  pa3mient  of  all  ac- 

rountK  sold  by  it  and  agrees  to  pay  the  manufacturer  upon  receipt 

•»f  sotUoinrnt  from  the  custonuT.  in  any  event  not  Utcr  than  ten 

(layn  from  the  datt*  of  receipt  by  the  company  at  its  office  of 

plete  sliipping  documents,  Uie  company  deducting  its 

which  is  2}  per  cent  of  the  F.  A.  S.  mill  value.    A  portion  of  this 

-ion  is  to  be  spent  in  developing  and  increasing  export 

Otliers  are  to  be  assigned  on  the  basis  of  quotas  deter- 

i  *y  the  board  of  trustees.    All  export  sales  are  to  be  made 

iiisively  through  the  company.    Orders  assigned  to  a  manu- 

uicturer  are  to  be  considered  accepted  unless  objection  is  filed 

within  five  days  from  date  of  order.    Contracts  containing  the 

above  provisions  are  made  for  one  year  continuing  in  force  theie- 

ifter  unless  terminated  by  ninety  days*  notice.     Disagreements 

:ire  to  be  decided  by  a  two-thirds  vote  of  the  board,  of  trustees. 

PenaUies  and  SetiUmenU  of  DupuUs,  Provision  is  made  quite 
t»ommonly  that  failure  to  perform  on  the  part  of  members  shall  be 
subject  to  penalty  and  tiiat  disputes  shall  be  determined  by  the 
iNMurd  of  directors.  Thus  one  association  makes  provision  that 
l{  in  the  event  of  the  failure  of  a  stockholder  to  observe  and  comply 
witli  Uu*  requirements  and  the  conditions  of  the  by-laws  of  any 
r«Hjuireiiu»nts  of  tlie  board  of  trustees  adopted  in  pursuance  thereof 
or  to  carry  out  any  provision  or  agreements  of  the  contracts  or  to 
'lisc'Juirge  any  obligation  to  it,  the  board  of  tnistees  may  repay  or 
ti'iuitT  the  st<K*kh(>l(Ier  the  book  value  not  exeee<ling  the  par 
vahie  of  said  capital  stock,  less  any  indebtedness  owing  to  the 
('orf>oration  by  said  stockholders,  and  may  thereupon  cancel  said 
t  <  k  and  re-issue  said  shares  of  stock  either  to  the  stock  trustee  or 
tt  ;>tees  held  by  said  trustee  of  stock  or  to  some  person*  firm  or 
*  Ml  iK)raUon  who  may  become  a  stoddiolder  in  the  corporatioo. 
In  the  event  of  the  cancellation  of  the  shares  of  stock  it  is  provided 
that  all  right  and  interest  of  the  original  holder  in  ami  to  the 
shares  of  stock  shall  iimnediately  cease  and  determine  and  the 
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same  shall  be  forfeited  to  the  corporation.  Another  provides  that 
if  a  member  is  unable  to  make  delivery  as  agreed  and  an  extension 
of  delivery  is  not  satisfactory  to  the  vendee,  the  corjioration  may 
canoel  the  purchase  and  place  the  order  with  another  member  mill 
at  prices,  terms,  etc.,  not  exceeding  those  of  the  original  sale. 
The  original  mill  must  under  such  circumstances  pay  one-half  of 
the  flat  brokerage,  the  new  mill  paying  the  regular  brokerages  the 
same  as  if  the  order  were  received  originally  by  it.  In  case  of  im- 
reasonable  default  in  delivery,  a  member  is  not  entitled  to  further 
orders  until  the  delinquency  is  made  good. 

Dinsion  of  Profits.  Provisions  with  reference  to  the  payment 
of  dividends  ui>on  the  stock  vary,  dependent  upon  whether  the 
purpose  of  the  association's  activities  are  to  bring  profits  to  its 
membership  apart  from  the  organization  or  to  declare  the  same  in 
dividends  to  stockholders. 

The  Douglas  Fir  Exploitation  &  'Export  Company  provides  that 
the  board  of  trustees  may  declare  dividends  out  of  the  surplus 
profits  whenever  deemed  advisable  but  such  dividends  shall  be 
limited  to  7  per  cent  per  annum  upon  the  capital  stock  actually 
paid  in.  All  surplus  earnings  after  payment  of  operating  expenses 
and  the  creation  of  a  fund  to  meet  estimated  business  losses  and 
the  pa3rment  of  the  7  p>er  cent  dividend,  are  to  be  devoted  to  ways 
and  means  of  increasing  and  extending  foreign  trade  in  Pacific 
Coast  forest  products  provided,  however,  that  the  board  of  trustees 
may  in  their  judgment  create  a  fund  for  repaying  the  principal  of 
the  capital  stock  subscribed  for  in  the  corporation  to  the  company 
•o  aubscribing  and  paying  to  the  said  subscribers  and  their  suc- 
cessors in  interest. 

The  Manufacturers  Agents  Company,  Inc.,  provides  that  the 
board  of  directors  may  fix  the  sum  reserved  as  working  capital 
and  determine  what  part  of  the  accumulated  profits  shall  be  de- 
clared in  dividends  to  the  stockholders  and  also  determine  the 
use  of  any  surplus  or  net  profits  over  and  above  the  capital  stock 
paid  in. 

The  American  International  Steel  Corporation  provides  that  the 
board  of  directors  may  declare  dividends  out  of  the  surplus  or  net 
profits  at  such  times  as  they  may  determine  and  before  payment  of 
any  dividends  they  may  set  aside  out  of  the  surplus  or  net  profits 
such  amounts  as  they  think  proper  as  a  reserve  to  meet  contin- 
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gencies  or  for  equalizing  dividends  or  for  any  other  purpow* 
deemed  bencAdal  to  the  intef^t  of  the  eorporatioii. 

The  Copper  ExporU  Attociation.  Inc..  provides  that  citmiila- 
tive  dividends  at  tlie  rate  of  7  per  cent  per  annum  and  no  more 
>\\a\\  be  paid  on  the  preferred  stock  but  none  on  the  common 
having  no  par  vahie  of  which  each  nu-mhrr  is  to  have  one  share. 
Before  declaring  any  dividends,  the*  (iirrctom  may  reaeiif^  out  of 
sorunuilated  profits  sudi  sum  or  sums  as  they  dean  proper  for  n 
rcaer\'e  fund  to  meet  oontingonoies  or  tar  other  purposes  they 
think  conducive  to  the  interests  of  the  association. 

The  Future  of  Combinations  ior  Expobt 

\Miat  the  actual  results  from  these  organizations  may  be,  it  is 
too  early  to  predict.    The  intensity  of  tiie  nation's  effort  in  the 
winning  of  the  war,  the  scarcity  of  shipping  tonnage  for  commer- 
cial use,  the  disruption  of  channels  of  international  commcroe» 
are  all  still  felt;  and  operations  planned  are  scarody  under  way. 
The  limitations  in  the  law  itself  in  tiie  provision  that  makes  these 
associations  apply  solely  to  export  trade  also  tend  to  impede  the 
most  rapid  progress,  as  most  enterprises  can  be  most  effectively 
conducted  by  the  integration  of  import  with  expcul.    The  pro- 
visions of  the  act  in  the  public  interest  looking  to  the  protection  of 
the  domestic  consumer  within  our  own  territorial  limits  from  the 
fTect  of  these  associations  must  also  be  closely  scrutinised  in  the 
lanning  for  foreign  markets.    Unfair  methods  of  competition  are 
inveighed  against  by  the  law  in  foreign  commerce  e\'en  though 
projected  beyond  our  territorial  boundaries,  if  inimical  to  donies- 
'  ic  producers  in  the  same  manner  as  they  are  prohibited  by  the 
i  ederal  Trade  Commission  Act,  in  interstate  commerce.    These 
provisions  all  call  for  careful  scrutiny  and  judgment  in  the  plan- 
ning as  well  as  in  tlie  proji^^tion  of  these  entcrftrises. 
An  export  agreement  among  western  fir  producers  prior  to  the 
assage  of  the  Webb  Act  proved  highly  profitable  in  increasing 
it  and  receipts,  and  it  may  be  expected  that  similar  results 
ill  accrue  under  these  more  favorable  conditions.     Conditions, 
•btaining  in  foreign  parts,  which  brought  about  combined  pur- 
}iases  there  as  against  competitive  sellers  from  the  United  States 
may  perhaps  be  fairly  expected  to  be  offset  by  these 
of  sellers. 


IM 
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One  of  the  distinctive  features  of  international  commercial 
rivalry  prior  to  the  war  was  the  existence  of  the  cartel,  the  comp- 
toir  and  the  "ring'* — whicJi  gave  great  advantages  to  our  com- 
petitors in  the  world's  markets,  certainly  as  against  the  smaller 
manufacturers  who  could  not  afford  the  hazard  of  foreign  mar- 
kets, with  attendant  overhead  expense,  credit  risk  and  extended 
organizations.  It  may  be  that  these  organizations  in  modified 
form  will  be  supplemented  in  some  fields  by  government  monop- 
oliei*.  If  that  be  the  development,  it  will  probably  be  through 
still  further  extension  of  the  principle  of  the  Webb  Act  tliul  w« 
will  be  enabled  to  hold  our  own  in  the  markets  of  the  world. 


Tilt*  Trade  Association  as  a  Factor  in 

Reconstruction 

By  Frankun  D.  Jomn 

Coumellor  at  Law.  Waahinfion.  D.  C. 

N£  of  the  banic  changes  aming  out  of  the  war  the  world 
over  hat  been  the  far-reaching  control  of  industry  by 
ent    In  our  own  country,  the  l>iiHin«\vi  man  during  the 
war  has  in  a  Urge  measiure  had  the  conduct  of  his  business  taken 
from  him  through  government  control  of  raw  materials,  fuel* 
transportation,  distribution,  prices  and  capital.    The  heavy  and 
""^times  chmisy  hand  of  federal  regulation  lias  lieen  feK  by 
;   maimfacturer  and  tradesman.    Competition  in  many  in- 
dustries has  been  paralysed. 

The  first  step  in  reconstruction  Ls  tlie  restoratiun  of  o|M*n  and 

wholesome  competitive  conditions.     In  our  own  country,  happily, 

economic  and  |x>litical  thought  in  the  nuiin  favors  it  and  govcm- 

tion  is  already  directed  to  that  end.     Industrial  dcmoo- 

iMug  to  every  man  the  opportunity  to  win  business  siiooe» 

rrit  and  efficiency  is  still  to  be  Uie  purpose  ol  government 

trulation.     Monopoly  and  combinations  in  restraint  of  trade 

.>r<  -till  tal>oo,  not  only  for  their  inherent  viciousness  but  because 

Miiir  inevitable  effect  when  consciousness  of  power  is  increasing 

1  the  great  groups  of  our  citizenry  is  to  lead  to  socialism.     If 

industrial  power  becomes  too  greatly  centralised,  the  people  as 

tiie  possessors  of  sovereignty, — as  the  last  and  ultimate  autliority, 

I  — will  either  exercise  a  control  as  heavy  as  that  felt  during  the 

11  war  or  take  possession  for  themselves.    It  is  vitally  to  the  intor- 

t  of  industT}',  therefore,  that  competition  free,  fair  and  unre- 

t  ricted  be  reibtablished.     Just  as  the  trade  associations*  through 

Uieir  war  service  c^ommittees,  rendered  invaluable  service  to  the 

•  (vemment  and  their  industries  during  the  period  of  government 

aitrol,  so  now  they  can  become  a  great  and  constructive  factor 

'\  Uie  maintenance  of  competition. 

Unfortunately  the  trade  association  of  the  past  has  eonoened 
Itself  Urgely  vnih  such  matters  as  control  of  prices,  curtailment  of 
production,  or  division  of  territory,  and  in  so  doing  has  run 
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afoul  of  the  law.  Yet  its  action  only  too  often  arose  from  the 
sheer  desperation  of  its  members  over  conditions  which  threatened 
the  ruin  of  the  industry.  Competition  was  blind.  Manufac- 
turers were  selling  by  guess  work.  Secrecy  and  bitter  trade 
enmities  were  the  rule.  As  a  result,  some  industries  were  in  a 
state  of  chronic  and  chaotic  disorganization.  Manufacturers 
inveighed  against  such  conditions  as  the  result  of  a  competitive 
flfystem  forced  upon  them  by  the  law.  Such  conditions,  on  the 
contrary,  were  wellnigh  as  foreign  to  a  status  of  fair,  wholesome 
comix'tition  which  the  law  seeks  to  preserve,  as  the  monopoly 
which  it  endeavors  to  prevent.  The  government  was  partly  to 
blame  for  this  situation,  as  it  devoted  its  efforts  largely  to  the 
prevention  of  monopoly  without  seeking  to  strike  at  all  its  causes.  | 
The  Federal  Trade  Commission,  however,  promises  to  become  a 
great  factor  not  only  in  the  prevention  of  improper  restraints 
upon  competition  but  also  in  the  elimination  of  the  unhealthy 
and  unsound  conditions  of  competition  which  breed  the  restraints. 
But  great  changes  are  seldom  sup>erimposed.  The  democratic, 
individualistic  spirit  of  the  bulk  of  American  business  men,  find- 
ing its  expression  through  the  working  organizations  of  their 
industries,  the  trade  associations,  can  and  ought  to  demand  that 
American  industry  be  placed  upon  an  efficient,  healthy,  compet- 
itive basis  in  the  period  of  readjustment  ahead.  In  so  doing,  they 
will  fight  for  individual  opportunity  and  against  socialism  which 
is  the  sure  offspring  of  centralized  industrial  power.  The  trade 
association  can  become  a  great  force  working  for  industrial^ 
democracy,  yet  bringing  to  the  manufacturer  enduring  financial' 
benefits  which  in  the  long  run  outweigh  the  danger  and  uncertain- 
ties of  the  use  of  practices  counter  to  the  spirit,  if  not  in  violation; 
of  the  law. 

Elimination  of  Secrecy 

Secrecy  in  competition  has  always  fostered  unhealthy  condi- 
tions. It  has  denied  to  every  business  man  the  facts  upon  which 
he  can  guide  his  business  eflSciently.  Without  the  facts  as  to 
prices  and  production  conditions,  he  has  been  forced  to  carry  on 
blindly,  the  easy  prey  of  buyers  who  desired  to  play  the  jealousies 
and  suspicions  of  competitors  against  each  other.  Instead  of 
facts,  he  has  had  a  tangled  mass  of  rumors,  hearsay  statements 
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and  partial  data  from  which  to  attempt  to  draw  the  truth. 
Price  discriminations  b  violatioD  of  Uie  Uw  are  afanoft  inevitable 
under  such  conditions.  Ill-will  between  buyer  and  seller  are  a  sure 
Tv^xilt  As  a  result  prices  in  more  than  one  mdustry  have  gone 
to  ruinous  levels,  and  competitors  have  adopted  such  trouble- 
making  and  perilous  expedients  as  gentlemen's  agreements.  Yet 
much  of  this  could  have  been  avoided  by  a  frank,  open  esdiange 
of  iufomuition. 

It  would  be  the  ideal  plan  were  the  government  to  collect  and 
(iisseminate  figures  as  to  prices  and  production  both  because  the 
luthenticity  of  the  data  would  be  more  certain  and  the  possibility 
of  its  misuse  eliminated.  Such  a  sjrstem  was  at  one  time  ooo- 
teinplated  by  the  Federal  Trade  Conunission.  The  Department 
of  Agriculture  already  furnishes  such  a  service  to  growers.  But 
in  the  absence  of  governmental  action,  the  trade  association  can 
)>e  the  vehicle  by  which  the  same  result  can  be  accomplished. 
The  history  of  some  twenty,  or  more  trade  associations  within 
the  past  few  years  has  clearly  demonstrated  that  manufacturers 
Uirough  their  association  organization  can  exchange  information 
as  to  their  prices  and  their  production  so  that  every  manufacturer 
can  have  facts  instead  of  suspicions  u}X)n  which  to  base  his  in- 
dependent competitive  policy  absolutely  free  from  any  concert 
of  action  within  the  condenmation  of  the  law. 

During  the  next  year  or  two  of  readjustment  invoh-ing  sudden 
and  radical  changes,  a  knowledge  of  facts  will  he  vital.  Figures 
on  production,  sales,  prices,  and  demand  conditions  can  be  and 
have  been  compiled  in  weekly  or  monthly  ^reports  to  membeis 
and  basic  facts  prevailing  in  the  industry'  sununarised  for  the 
benefit  of  the  business  man.  The  ine>n table  effects  of  such  a 
system  is  to  tend  to  create  more  stability  in  price  and  more 
normal  conditions  generally  in  the  industry.  It  eliminates  the 
disastrous  coni]X'tition  arising  from  distrust  or  guesswork  and 
supplants  it  ^itli  strai^t  busmess  competition  based  on  facts. 
It  creates  the  status  of  competition  the  law  is  designed  to  protect 
inl  removes  in  large  measure  the  danger  of  monopoly.  I'nfor- 
t  u  I  lately  the  business  man  who  makes  a  fetish  of  so-called  business 
>t  t  rots,  fails  to  appreciate  the  advantages  following  from  such  a 
l>olicy  and  by  his  refusal  to  co^ipcrate  creates  the  conditions  he 
is  first  to  denounce. 

12 
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Cost  Accountino  and  Unfair  Practice 

Not  all  ruinous  competition,  however,  is  the  result  of  secrecy 
in  trade.  A  good  part  of  it  springs  from  ignorance.  The  manu- 
facturer who  does  not  know  his  costs  and  who  sells  by  guess  work 
18  a  dangerous  element  in  his  industry  because  his  sales  policy 
can  sometimes  force  an  entire  industry  into  selling  its  output  at 
ruinous  levels.  Selling  below  cost  is  recognized  as  an  unfair 
method  of  competition.  Trade  associations  in  co5peration  with 
the  Federal  Trade  Commission  have  already  made  tremendous 
strides  in  impressing  on  their  members  the  necessity  of  knowing 
their  costs.  But  it  is  a  work  which  must  constantly  be  kept  up 
if  competition  is  not  to  sink  back  into  the  old  ways. 

The  trade  association,  by  persuading  each  of  its  members  to 
install  methods  whereby  he  may  know  what  he  can,  from  a  sound 
business  standpoint,  do  to  meet  comi>etition,  will  have  gone  a 
long  way  toward  maintaining  that  status  of  competition  which  the 
law  encourages.  The  action  of  the  Reconstruction  Congress  of 
American  Industries  at  Atlantic  City  in  December  of  last  year, 
in  adopting  resolutions  favoring  the  adoption  of  uniform  cost 
accounting  in  every  industry  in  the  country,  emphasizes  the  great 
importance  of  cost  accounting  as  a  factor  in  stabilizing  industry. 
But  uniform  cost  accounting  should  be  very  carefully  distinguished 
from  uniform  costs.  The  association  which  engages  in  the  latter 
18  restricting  competition  and  will  inevitably  come  into  collision 
with  the  law. 

Unfair  methods  of  competition  have  long  been  recognized  as 
the  favorite  weap<fn  of  those  aspiring  to  monopoly.  Such 
methods  are  now  expressly  prohibited  by  the  Federal  Trade 
Commission  Act.  In  many  industries  today  there  are  question- 
able practices  in  use,  some  of  them  carried  down  through  the 
years  and  often  forced  upon  the  industry  by  the  action  of  the 
minority  of  its  members.  Such  practices  can  be  eliminated  only 
by  the  united  action  of  an  assodation  acting  if  necessary  in  coop- 
eration with  the  Federal  Trade  Commission. 

Secret  commissions,  misbranding,  bribery  and  the  like  are 
typical.  In  one  industry,  secret  commissions  to  buyers  have  in 
some  instances  within  the  past  few  months  been  given  to  an 
amount  equaling  20  per  cent  of  the  value  of  the  sale.  Obviously 
such  a  practice  forces  high  prices  or  inferior  goods  on  the  public, 
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>  the  trade  and  prejudices  the  beat  mtercata  d  the 
iuduhtry  and  of  the  public.  The  trade  awwciation  offera  the 
iiiac')iin<*ry  for  Uh*  I'limipatioo  ol  auch  practioea.  And  ia  it  not 
far  bf  it(T  for  an  industiy  to  do  tUa  itaelf  than  to  be  forced  to  do 
so  through  hoatile  actiooa  by  the  govenunoitF  All  it  takea  la  a 
little  give  and  take,  a  little  belief  in  eadi  other  and  an  eloniiiatiott 
of  the  old  spirit  of  aecret,  unfair  oompetitioa.  The  Natknal 
Vamiah  Manufacturera  Aaaodation  and  the  Paint  Blanufacttiraa 
Aaaodation  of  the  United  Statea  acting  together,  for  eaampla^ 
have  eatabliahed  an  unfair  competition  bureau  which  within  a 
year  haa  done  really  remarkable  work  in  ridding  the  induitry  ol 
the  practice  of  paying  aecret  conunisaiona  to  buycra,  a  practioe 
which  had  been  forced  on  the  entire  induatry  by  the  action  of 
Bome  of  the  trade.  The  National  Aaaodation  of  IVinting  Ink 
Makers  haa  maintained  a  similar  bureau.  The  Silk  Aaaodation 
of  America  haa  done  much  in  eliminating  miabranding  in  the  ailk 
trade. 

EmaENCT  IN  Production 

\  <  from  any  question  of  the  perpetuation  of  competitive 
cut  111  a  ions  in  trade,  it  is  beyond  dispute  that  American  induatry 
must  direct  its  efforts  towards  securing  the  greateat  poaaible 
effidency  in  production  and  distribution.  Conaiderationa  of 
world  com|K*tition  as  well  as  domestic  conditions  demand  it.  In 
aome  industries,  the  small  manufacturer  haa  not  the  capital  to 
maintain  the  moat  e£Bcient  atandarda  of  production.  To  him  in 
particular  there  is  an  increasing  need  for  the  cooperative  action 
which  the  trade  aaaodation  can  furnish. 

Probably  no  one  factor  enters  so  directly  into  a  determination 

of  efficiency  in  production  as  labor  coats.    Labor  with  a  growing 

class  consciousneaa  ia  demanding  new  rights  or  pri\al«gea.    The 

rising  standards  ol  wagea  and  living  in  the  old  world  remove  the 

nlistade  to  broad  spirited  constructive  action  on  the  part  of 

capital.    The  new  republic,  Caecho-Slovakia,  haa  already  adopted 

'       n  eight-hour  day  and  insurance  againat  unemplo>'ment. 

i  ^    scales  in  England  and  France  have  increased  trenien* 

dously.    Strikes  are  occurring  the  world  over  for  an  eight-hour 

To  American  industr>',  the  situation  is  at  once  a 

.  ...i  opportunity.    Without  the  fear  ol  low  priced  foreign 
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petition,  the  American  manufacturer  can  better  the  working 
and  living  conditions  of  his  employes,  and  from  satisfied  workers 
secure  a  maximimi  production. 

The  seriousness  of  the  labor  problem  demands  the  imited  con- 
sideration of  leaders  of  American  industry.  The  trade  association 
can  be  the  agency  through  which  tlie  problem  is  worked  out  con- 
structively in  each  industry.  It  is  the  organization  of  an  indus- 
try. The  experience  of  its  members  with  successful  profit-sharing 
plans,  bonus  systems,  housing  plans,  and  other  measures  to  im- 
prove the  living  and  working  conditions  of  labor,  can  be  made 
mutually  available,  and  problems  peculiar  to  the  industry  can  be 
given  scientific  study. 

The  trade  association  could  perform  no  greater  service  than  in 
dispeUing  the  old  feeling  of  hostility  and  replacing  it  with  a  feeling 
of  trust  and  cooperation  between  labor  and  capital,  which  alone 
will  make  for  the  most  eflScient  production.  It  will  require  the 
diplomacy,  the  powers  of  head  and  heart  of  the  leaders  of  the 
industries  whose  united  judgment  should  be  placed  at  the  dis- 
posal of  their  industries  through  their  organization,  the  trade 
association. 

SaENTiFic  Research 

In  America,  only  the  great  corporations  have  been  able  to 
indulge  in  the  expense  of  laboratories  and  research.  The  small 
manufacturer  by  reason  of  this  fact  has  been  greatly  handicapped 
in  competition.  In  Prance,  the  trade  associations  (Syndicate 
Patronaux)  support  lecture  courses  and  professional  schools, 
maintain  laboratories  and  issue  prizes  for  valuable  researc*h  work 
done.  Among  trade  associations  in  this  country,  particularly 
those  containing  the  small  independent  manufacturers  in  their 
membership,  similar  action  would  be  of  tremendous  value.  Scien- 
tific research  has  not  only  aided,  it  has  created  new  industries 
during  the  war. 

A  very  few  associations,  among  which  may  be  mentioned  the 
National  Canners  Association,  the  Paint  Manufacturers  Associa- 
tkm  of  the  United  States  and  the  National  Association  of  Tanners, 
have  each  established  cooperative  laboratories  to  their  great 
benefit.  If  such  an  institution  is  impracticable  in  a  particular 
industry,  at  least  fellowships  can  be  established  in  the  universi- 
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ties  for  special  research  in  tlie  probletiu  of  the  particular  induitrj. 
The  University  of  Pittsburgh  has  a  special  organiaatioo  forfcoo- 
ducting  research  work  for  trade  assodatioos.  Aasodatiooa  ma^ 
also  utiUae  the  existing  laboratories  of  the  fofernmeat  such  as 
the  Bureau  of  Standards  and  the  Bureau  of  Mines,  and  by  their 
action  endeavor  to  secure  legislation  looking  to  the  estab- 
lent  of  a  great  national  laboratory  such  as  that  for  which  the 
lent  of  England  is  making  provisioQ. 
Such  a  laboratory  would  bo  of  inestimable  service  to  the  smaD 
manufacturer.  One  of  Uie  foremost  activities  of  Germany  lead- 
to  her  great  industrial  development  was  her  intense  interest 
industrial  research.  American  industry,  if  it  is  to  do  more  than 
follow  other  nations,  must  develop  vigorously  this  phase  of  its 
activities.  In  this  movement,  the  trade  association  can  lead  by 
unifying  and  organizing  trade  sentiment  in  each  industry. 

Elimination  of  Wabte 

We  have  now  reached  the  state  in  national  development  where 
we  should  carefully  husband  our  resources.  Some  trade  assoda- 
^  have  already  taken  important  action  in  this  direction.  Just 
U-iure  the  war,  an  association  of  steel  manufacturers  employed 
an  expert  to  devote  his  whole  time  to  searching  out  and  elbiinat- 
ing  waste  in  their  respective  plants.  In  every  industry,  there  are 
methods  costly  and  wasteful  in  operation.  In  one  it  may  be  an 
over-extension  of  the  idea  of  service;  in  another  the  use  of  an 
excessive  number  of  grades  and  sises;  in  another  a  lade  of  codr- 
•  linated  information  on  credits;  in  another  an  extravagcnt  use  of 
rumples. 

The  work  done  by  the  Commercial  Economy  Board  under  the 
(Council  of  National  Defense  during  the  war  shows  the  possibili- 
ties of  standardization  and  economy.  It  has  been  estimated 
that  this  board,  cooperating  with  the  clothing  trade*  has  saved 
nearly  two  million  yards  of  doth  by  the  reduction  of  siie  of  sam- 
ples alone.    The  implement  industry  and  the  wagon  industry 

ve  made  great  savings  through  the  adoption  of  standard  types. 
sure  effect  of  the  suooeasful  adoption  of  sudi  methods  is  to 
uce  the  capital  investment  in  raw  materials  and  finished  prod- 
Wts  and  to  free  the  manufacturer's  capital  for  productive  pur- 
poses.   The  mutual  exchange  of  information  as  to  wastes,  methods 
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of  correcting  them  and  their  study  by  experts  can  be  accomplished 
by  an  association  at  little  expense  and  with  lasting  benefits  to  its 
members. 

Educational  Work  and  Legislation 

Education  of  the  public  and  of  the  trade  reacts  most  favor- 
ably on  an  industry.  In  recent  years,  trade  associations  have 
just  begun  to  appreciate  the  benefit  of  publicity.  The  growers  of 
California  and  Florida,  the  Portland  Cement  Association  and 
several  of  the  lumber  associations  have  spent  many  valuable  page 
advertisements  in  introducing  the  public  to  the  associations  and 
the  uses,  old  and  new,  for  their  products.  Here  is  a  great  fiel 
for  the  trade  association,  scarcely  touched  as  yet,  for  increasing 
demand  and  securing  the  volume  which  makes  for  lower  prices 
and  tlie  development  of  the  industry.  There  is  a  competition 
between  industries  just  as  vigorous  as  competition  between  indi- 
viduals in  which  cooperative  advertising  can  become  a  great  force. 

At  least  one  association,  the  National  Wholesale  Grocers  Asso- 
ciation, has  also  adopted  the  long-sighted  policy  of  educating  the 
customers  of  its  members  on  the  use  of  more  eflScient  trade  methods. 
It  has  distributed  thousands  of  pamphlets  among  retailers  dealing 
with  such  subjects  as,  for  example,  the  care  of  p>erishable  foods. 
Increase  in  efficiency  of  any  of  the  factors  of  distribution  will 
inevitably  redound  to  the  benefit  of  the  entire  industry,  and  it  is 
a  work  the  trade  association  can  well  undertake. 

The  next  few  years  will  see  legislation  of  the  utmost  importance 
under  consideration.  The  business  man  has  been  prone  to  cen- 
sure Congress  for  passing  laws  affecting  him,  but  often  he  has 
made  no  effort  to  present  facts  as  to  the  proposed  legislation  to 
the  proper  authorities  in  an  effective  way.  Legislation  yearly  is 
being  enacted  on  such  subjects  as  taxation,  tariffs,  workmens* 
compensation  and  the  Uke.  With  the  whole  world  in  readjust- 
ment and  reconstruction  it  becomes  vitally  necessary  to  the 
business  man  to  be  organized  to  protect  his  interests  in  no 
haphazard  way.  The  trade  association  representing  the  inter- 
esta  of  a  single  entire  industry  is  the  ideal  agency  through  which 
the  business  man  may  make  his  influence  felt  on  legislation.  The 
trade  association  need  not  be,  and  it  is  far  better  that  it  should 
not  be  a  lobbying  agency.    The  day  of  the  lobbyist  is  gone  for- 
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ever.  An  Msodatioii  cm  with  much  man  glfnittmni  be  the 
means  through  which  facts  can  be  compiled,  organiied  m  a 
prehenaive  way  and  pietented  to  the  authoritsea  in  fucfa  a 
as  to  compel  interest  and  attention.  Such  a  oourae  will  make 
certain  a  consideration  of  the  interests  of  the  industry  as  thejr 
rt'late  to  pending  legislation. 

Foreign  Tradb 

The  great  increase  of  productive  capacity  in  this  country  has 
niade  essential  a  permanent  substantial  addition  to  our  foreigD 
trade.  Heretofore,  the  products  of  American  industry  in  the 
main  did  not  greatly  exceed  domestic  demandu  but  in  many  indus- 
tries at  present,  war  demands  have  resulted  in  the  development 
'  irtion  which  America  cannot  possibly  absorb.  In  such  a 
.u.....ua,  an  increased  foreign  trade  is  vitaL 

As  soon  as  the  American  leaves  his  country's  borders  to  engage 
in  world  trade,  a  new  condition  of  things  confronts  him.  He 
faces  mass  competition* — the  fi^t  of  industrial  interests  of  one 
nation  against  another.  The  industries  of  Germany  have  for  a 
number  of  years  been  imited  into  effective  organisatioiis  called 
cartels,  controlling  production  and  prices.  France  has  comptoirs, 
or  great  central  selling  agencies  for  her  industries.  Japan,  during 
the  war,  has  been  forming  similar  export  combinations  and  the 
Board  of  Trade  of  England  has  for  two  years  or  more  been  urging 
the  formation  by  British  iiianiifaoturers  of  the  same  tsrpe  of  organ- 
isation for  Britisli  foreign  trade.  In  some  industries  before  the 
war,  great  international  combinations  dividing  territories  and 
'rolling  prices  had  been  formed.  Competition  in  foreigii 
i«  Ilia  is  truly  international  and  due  to  the  absence  of  any  effective 
regulation  by  an  international  body,  it  is  apt  to  be  hanl  hitting 
(nd  not  always  honorable  and  fair. 

Against  such  competition  every  American  industry  should  pre- 
N<nit  a  united  front.  The  trade  association  offers  the  organisation 
titrough  which  this  can  be  largely  accomplished,  provided  Amcri* 
an  exporters  can  submerge  their  indi\'idualism  and  appreciate 
ihr  importance  of  co5perative  action  in  furthering  the  national 
interests  of  their  industry.  The  government  has  given  its  ooOp- 
ration  by  the  passage  <^  the  Webb  Act  which  permits  with  few 
restrictions  the  formation  of  associations  or  combiaatioaa  aoleijr 
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for  export  trade.  Every  trade  association  should  study  condi- 
tions to  determine  whether  an  organization  of  such  an  export  com- 
bination among  its  members  is  j)racticable.  Great  American 
corporations  do  not  need  the  help  afforded  by  it  but  to  the  small 
manufacturer  it  gives  an  opportimity  to  enter  effectively  into 
foreign  trade  and  thereby  to  secure  the  stabilizing  effect  of  diver- 
sified demand  with  the  utmost  economy  of  operation.  Already 
a  considerable  number  of  such  export  associations  have  been 
formed.  The  copper,  lumber,  pai>er  and  steel  industries  have 
already  been  organized.  The  privileges  to  combine  for  export 
trade  permitted  by  the  act  are  not  limited  to  manufacturers,  and 
other  agencies  are  taking  advantage  of  them.  In  the  lumber 
industry,  the  wholesale  distributors  are  forming  an  export  cor- 
poration. 

Aside  from  assisting  in  the  creation  of  strong  organizations  for 
foreign  trade,  the  association  can  assist  in  many  other  ways.  It 
has  the  working  machinery  for  cooperating  with  govermnent 
departments  in  disseminating  literature  of  the  departments  rela- 
tive to  foreign  trade  problems.  It  can  aid,  through  publicity,  in 
the  elimination  of  trade  abuses  or  faulty  methods  which  hamper 
American  trade  abroad.  It  can  help  in  bringing  about  the  fixing 
of  standards  of  quality  for  articles  for  export  trade,  just  as  the 
various  trade  organizations  of  Japan  are  now  cooperating  with 
the  government  in  the  maintenance  of  definite  export  standards 
in  some  of  her  industries.  Associations,  too,  can  establish  direct 
personal  relationship  with  the  business  men  of  foreign  countries. 
The  Illinois  Manufacturers  Association  did  a  great  deal  to  estab- 
lish cordial  relations  between  South  and  North  American  busi- 
ness men  by  a  tour  made  by  the  members  of  the  association 
through  South  America  several  years  ago,  duplicating  on  a  large 
scale  the  conmion  practice  of  chambers  of  commerce  in  this  coun- 
try who  visit  communities  in  territory  their  members  serve. 

Association  of  Associations 

With  American  industries  entering  as  they  are  in  a  large  way 
into  world  competition,  the  need  for  unity  of  purpose  and  action 
necessitates  a  co5rdinated  organization  which  will  represent  them 
as  a  whole.  Great  governmental  problems  relating  to  shipping 
tariffs,  commercial  treaties  and  the  like,  which  directly  affect  all 
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branches  ol  American  induitry,  will  be  m  proccat 
within  the  next  few  years.  What  an  effective  aid  m  tbetr  sohitioo 
would  be  a  great  organiiation  so  bidUed  that  it  could  speak  for 
separate  industries  or  for  American  industry  as  a  whole*  And 
what  a  controlling  factor  it  might  become  in  shapbg  the  foreipi 
trade  policy  of  American  exporters  along  constructive  lines,  aiding 
in  the  elimination  of  abuses,  arbitrating  differences,  and  buildtng 
up  an  international  good  will  for  all  the  products  of  Amcrtcaa 
industry.  The  trade  association — representing  as  it  does  the 
united  interests  of  an  entire  bdustry.  Ls  the  ideal  unit  upon  which 
to  base  a  great  and  efiSdent  organization  of  this  character.  The 
Reconstruction  Congress  of  American  Industries  was  to  a  large 
degree  made  up  of  official  representatives  of  trade  assodatioos. 
The  possibilities  of  such  an  organization  in  domestic  aflSairs  ahme 
are  ^own  by  the  importance  attained  by  the  dehlieratioiis  of 
this  meeting.  In  Germany,  trade  associations  and  other  mtcrests 
have  for  years  been  organised  into  a  great  association  known  as 
the  Hansabund.  In  France,  great  unions  of  trade  assodatioos  or 
s3mdicates  have  been  permitted  since  1884  and  several  sudi  as 
the  Union  of  the  Metallurgical  and  Mining  Industries  are  of  an 
importance  that  can  scarcely  be  exaggerated.  A  similar  organ- 
ization in  America  foimded  on  right  principles  and  having  bdbind 
it  the  unlimited  resources  and  resourcefuliMSS  of  American  mdus- 
try  could  become  a  great  constructive  force  in  national  and  inter- 
national affairs.  In  the  absence  of  international  regulation  of 
iutt-mational  trade,  it  is  a  national  necessity. 


The  Federal  Trade  Commission  and  the  Meat- 
packing Industry 

By  William  B.  Colver 

Chairman,  Federal  Trade  Commission 

ON  July  1,  1917,  there  became  available,  by  act  of  Congress, 
an  appropriation  of  $250,000  to  the  Federal  Trade  Com- 
mission and  another  of  $50,000  to  the  Department  of  Agricul- 
ture to  be  devoted  to  a  study  of  the  advancing  costs  of  food- 
stuffs and  especially  to  an  inquiry  as  to  whether  there  was  reason 
to  believe  that  the  production,  preparation,  storage  distribution 
and  sale  of  foodstuffs  were  subject  to  control  or  manipulation. 

The  general  subject  was  subdivided,  and  wheat,  flour  and 
breadstuffs,  meat,  canned  fish,  canned  vegetables  and  other  kinds 
of  food  were  treated  separately  and  the  department  and  the  com- 
mission arranged  a  division  of  the  tasks.  As  to  meat,  the  Depart- 
ment of  Agriculture  imdertook  the  study  of  the  cost  of  production 
of  meat  animals,  their  transportation  and  sale,  feeding  in  stock- 
yards and  certain  economic  questions.  The  Federal  Trade  Com- 
mission undertook  to  follow  the  animals  from  the  stockyards 
through  the  processes  of  slaughter  to  the  preparation  of  the  various 
products;  and  the  Department  of  Agriculture  undertook  the  study 
of  the  disposition  or  marketing  of  the  products  and  by-products. 

The  Federal  Trade  Commission  w^ent  back  about  thirty  years 
and  began  its  inquiry  as  of  a  time  when  the  meat-packing  industry 
was  just  beginning  to  evolve  its  present  form. 

The  oommission  found  and  reported  its  belief  that  beginning 
with  the  "dressed-meat"  or  "Allerton"  pool  in  1885,  there  has 
existed,  through  one  device  or  another,  up  to  the  present  time, 
combination  and  agreements  between  the  principal  packing  con- 
cerns of  the  country,  and  that  at  present  this  agreeing  group 
consists  of  Swift  &  Company,  Armour  &  Company,  Morris  & 
Company,  Wilson  &  Co.  (Inc.)  and  The  Cudahy  Packing  Co. 

The  commission  reported  that  the  control  of  markets  and  mar- 
ket conditions  now  rests  largely  upon  an  agreed  division  of  pur- 
chases of  live  stock  in  definite  and  fixed  percentages.  The  five 
packers  deny  this  and  assert  that,  in  fact,  they  are  in  real  competi- 
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lion  one  with  the  othiT  and  that  any  a|>parent  uniformhy  of  pur- 
diaae  pttcmiMgm  arises  from  **plant  capacity'*;  each  toor^rn 
buying  enou^  live  stock  to  meet  tba  needs  of  its  pUmt. 

This  claim  is  contrasted  by  the  comnussion  with  the  fart  that« 
during  a  iHiole  year,  the  five  packers,  buying  in  tlx*  t wrivr  greatcat 
live  stock  markets,  varied  lets  than  one  per  cent  from  a  fixed  pcr> 
oentage  of  cattle  purdiase,  though  the  variations  in  the  various 
markets  were  often  very  wide  and  though  during  one  week  so  few 
as  60,006  cattle  were  sold  on  the  twelve  markets  as  againitt  100.686 
iiold  during  another  week. 

The  commission  reported  its  belk-f  Uiat,  throuf^h  ownenhip  or 
control  of  stock  yards  and  niediuins  of  market  information; 
through  "split  purchases,"  "part  purchases'*  and  ** wiring  on,** 
togctiier  with  agreed  division  of  purchases,  the  market  and  market 
cx>ndi  lions  were  controlled  both  as  to  the  sale  of  live  stock  by  the 
product^rs  and  the  purchase  of  meat  ])roducts  by  the  consumer. 

The  details  of  all  this — the  effect  on  competitors,  the  financial 
ramifications,  the  relations  with  railroads  and  the  operations  of 
the  packers  in  foreign  countries — are  too  complex  to  be  set  out 
within  the  limits  of  this  article.  They  have  been  published  as  a 
public  document  by  the  commission. 

The  commission  called  attention  to  the  fact  that  the  huge 
surpluses  arising  from  the  operations  in  meat  packing  were  being 
invested  in  other  related  and  unrelated  enterprises  to  such  an 
extent  and  to  such  a  progressively  increasing  extent  that  actual 
cx)ntrol  of  the  nation's  food  supply  in  the  hands  of  the  five  packers 
—or  three  of  them — ^is  entirely  probable.  These  enterprises  are 
quite  aside  from  the  "by-product"  articles  and  relate  Urgely  to 
substitutes  for  meat. 

The  commisBion  concluded  that,  as  to  meat,  the  unfair  advan- 
tage of  the  five  packers  over  producer,  consumer  and  competitor, 
lay  largely  in  the  control  of  means  of  transportatioa,  marketing 
and  storage,  i.e.,  through  the  control  of  stock  cars,  refrigerator 
cars,  stock  yards,  cold  storage  houses  and  nuurket  informatioii. 
It  concluded  further,  that  the  integration  with  the  meat-packing 
business  of  scores  of  unrelated  food  cotcrprises  was  not  in  tbm 
public  interest. 

The  oonmiission  did  not,  however,  recommend  the  public  owner- 
ship nor  operation  of  the  packing  hoosei.    In  odc  of  the  pending 
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billfl  it  ifl  proposed  that  both  meat  packers  and  the  facilities  for 
transportation,  storage  and  marketing  be  placed  under  federal 
license*  much  as  was  advocated  as  long  ago  as  in  1904  by  Presi- 
dent Roosevelt  and  his  then  Commissioner  of  Corporations, 
James  R,  Garfield,  with  respect  to  interstate  corporations. 

The  commission  reconmiends  further  that  Congress  show  its 
determination  to  go  to  any  lawful  extent  necessary  to  reestablish 
competitive  market  conditions,  by  "authorizing  an  appropria- 
tion" by  which  the  facilities  for  transportation,  marketing  and 
storage  might  be  acquired  by  the  government  by  lease  or  pur- 
chase and  operated  either  by  lessees  or  licensees  of  the  govern- 
ment or  by  the  government  itself. 

However  it  should  be  noted  that  the  pending  legislation  carries 
no  appropriation  whatever  and  therefore  no  step  further  than  the 
licensing  of  the  conduct  of  packers  and  the  use  of  the  facilities  is 
properly  imder  discussion.  This  is  rather  an  anti-climax  in  view 
o£  the  uproar  that  has  been  raised  about  "government  ownership** 
but  it  is  the  simple  and  unsensational  fact. 

It  has  been  charged  that  the  Federal  Trade  Commission  was 
prejudiced  and  unfair  in  its  investigation  and  especially  that  it 
refused  to  receive  witnesses  offered  by  the  packers  or  to  permit 
packers*  attorneys  to  cross-examine.  Chief  among  these  com- 
plainants is  Swift  &  Company. 

The  fact  is,  as  to  Swift  &  Company,  it  never  offered  a  witness 
and  never  requested  that  its  attorneys  examine  or  cross-examine. 
It  addressed  one  telegram  to  the  commission  long  before  the 
investigation  was  authorized  by  congress  offering  access  to  its 
books  (already  provided  for  by  law)  and  couched  in  language 
suggested  in  writing  by  its  attorney.  The  purpose  of  this  tele- 
gram, as  stated  by  the  attorney  in  his  memorandum,  was  to 
abort  the  investigation.  The  only  other  communication  from 
Swift  &  Company  was  another  telegram  months  after  the  investiga- 
tion had  closed  and  a  summary  of  the  report  had  been  made  public. 

The  conmiission  has  made  no  suggestion  of  limitation  of  profits 
or  invasion  of  property  rights.  It  does  believe  that  a  restoration 
of  free  market  conditions  and  the  disentanglement  of  the  meat- 
packing business  from  substitute  food  and  other  business  enter- 
priaes  would  be  in  the  public  interest  and  that  such  reasonable 
and  conservative  remedies  applied  now  will  avoid  the  necessity  for 
more  drastic  measures  later. 
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It  is  daimed  that  their  profits  reflect  only  a  greatly 
volume  of  business  and  a  unit-profit,  figured  on  a  daimed  per- 
]>ound  basis,  is  so  small  (a  fraction  of  a  cent  a  pound)  that  ooly 
enonnous  volume  of  business,  utilisation  of  by-products,  bitMd 
s]>rrnd  of  comparatively  low  oveiliead  and  economical  opcratioii 
make  any  return  on  investment  possible. 
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Small  indq>endeDt  competitors,  however,  without  great  volume 
of  business;  with  higher  unit  overhead;  buying  livestock  in  the 
same  markets  at  the  same  prices  and  selling  meat  in  the  same  mar- 
kets and  at  tlie  same  prices;  with  handicap  instead  of  advantage 
and  without  the  economies  claimed  for  minute  integration  are 
found  to  make  satisfactory  return  on  net  worth. 

If  1917  represents  the  claimed  delicate  balance  between  profit 
and  loss,  then  how  can  these  five  packers  have  run  up  from  small 
investment  to  enormous  net  worth  without  the  investment  of 
new  capital  but  by  the  "ploughing  under**  of  undivided  profits? 
For  example  the  original  Armour  investment  in  1868  was  $160,000 
and  by  October  27,  1917  the  net  worth  of  the  concern  was  shown 
as  $156,126,680  while  during  that  time  some  $27,828,000  had  been 
withdrawn  as  dividends. 


The  Government  and  the  Packers 

By  L.  D.  H.  Wbld 

Swift  k  Conpuiy.  ChSenfo,  OL 

/^NH  of  the  principal  recoiiBtruction  problems  it  the  quctUoo 
^^  u«  to  how  far  the  goveniincnt  it  going  to  oootinue  the  regula- 
tion that  it  has  assumed  over  the  industries  of  the  country  during 
war  times.  The  most  vital  problem  is  perhaps  in  connection  with 
the  railroads,  but  the  government  has  extended  its  functions  dur- 
ing the  war  emergency  to  a  surprising  degree  in  the  regulation  of 
prices,  the  limitation  of  profits,  and  the  control  of  industry  in 
general.  Many  of  these  restrictions  have*  of  course,  disappeared, 
and  the  remainder,  which  were  assumed  under  war  powers,  will 
automatically  disappear  when  peace  is  finally  signed;  but  the  ex- 
perience during  the  war  has  accelerated  the  general  tendency* 
towards  government  supervision  of  industry  which  has  been 
developing  during  the  past  generation. 

The  demand  for  a  permanent  policy  of  regulation  of  industry  is 
especially  evident  in  connection  with  the  packing  industry.  Sbioe 
the  signing  of  the  armistice  there  have  already  been  introduced 
into  both  Houses  of  Omgress  bills  providing  for  the  regulation  of 
this  industry.  These  bills  confer  upon  the  government  the  most 
radical  powers  of  control  and  even  profit  and  price  regulation, 
and  have  been  receiving  serious  consideration  in  the  form  of 
hearings  before  the  House  Committee  on  Interstate  and  Foreign 
Commerce  and  a  Sub-Committee  of  the  Senate  Committee  on 
Agriculture  and  Forestry. 

Although  these  bills  apply  to  the  packing  industry,  they  are  of 
interest  to  every  business  man  in  America,  because  if  Congress 
should  adopt  the  principles  involved  with  respect  to  the  parking 
industry,  there  is  no  reason  why  they  should  not  be  extended  to 
cover  any  other  industry  and  trade  in  Uie  country*.  Although  the 
proposed  legislation  can  never  pass  in  its  prcsi*nt  form,  it  is  worth 
while  for  us  to  consider  what  these  bills  mean,  because  there  are^ 
many  people  in  the  country  who  believe  that  this  kgislation 
should  be  passed. 

ITS 
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Investigation  and  Report  of  the  Federal  Trade  Commission 

During  the  spring  of  1917  the  President  ordered  the  Federal 
Trade  Commission  to  make  an  investigation  of  the  production  and 
distribution  of  foodstuflfs,  and  during  the  early  summer  of  that 
year  the  commission  began  its  investigation  of  the  packing  in- 
dustry. This  investigation  has  been  going  on  practically  all  the 
time  that  the  United  States  has  been  in  the  war,  while  the  packing 
industry  was  making  an  enviable  record  of  war  achievement. 
Swift  &  Company,  at  least,  promised  hearty  cooperation  with  the 
Federal  Trade  Commission  and  promised  to  throw  open  its  books 
and  accounts  for  examination. 

Public  hearings  were  held  under  the  direction  of  a  special  attor- 
ney, who  practically  placed  himself  in  the  position  of  a  prosecut- 
ing attorney.  Although  the  packers  were  at  liberty  to  appear  at 
these  hearings,  subject  to  the  cross-examination  of  this  attorney, 
it  was  definitely  announced  that  the  packers  would  not  have  the 
right  to  cross-examine  the  witnesses  produced  by  the  Federal 
Trade  Commission;  that  they  would  not  be  permitted  to  cross- 
examine  their  own  witnesses,  nor  to  produce  witnesses  to  con- 
trovert, through  cross-examination,  the  statements  made  by 
witnesses  produced  by  the  Federal  Trade  Commission. 

The  examiners  took  from  the  private  files  in  the  oflSces  of  the 
packing  companies,  only  such  scraps  of  correspondence  as  would 
appear  to  make  out  a  case  against  the  packers.  Oftentimes  a 
single  letter  would  be  extracted  from  a  file,  whereas  other  letters 
and  documents  in  the  same  file  would  give  an  entirely  different 
meaning.  Even  among  the  letters  taken  there  were  many  which 
would  controvert  the  contentions  of  the  commission. 

For  example,  in  Part  Two  of  its  report  on  the  packing  industry, 
page  89,  the  Federal  Trade  Commission  describes  the  practice 
knoiKH  as  "  ^^-iring  on  " ;  it  is  said  that,  when  a  shipper  is  dissatisfied 
with  the  prices  offered  him  in  one  market,  and  ships  to  another, 
the  packer's  buyer  in  the  first  market  wires  ahead  to  the  same 
packer's  buyer  in  the  second  market,  stating  the  price  bid  at  the 
first  market.  The  Trade  Commission  says  that,  "The  packer 
buyers  at  the  second  market  bid  at  prices  no  greater,  and  often 
less,  than  those  offered  the  shipper  at  the  first  market,  thus  causing 
him  to  lose  the  freight  and  the  shrinkage  in  the  weight  of  his 
stock.*'     It  is,  of  course,  perfectly  legitimate  for  the  buyer  in  the 
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first  market  to  wire  the  buyer  of  the  mbm  conpanj  in  the  feoood 
market  this  informatioii.  just  a«  ii  commonly  done  m  aO  tnduftriee, 
but  the  Federal  Trade  Commisiioii  triei  to  make  out  that  it 
is  an  illvgitiinate  practice  in  tlie  live  stock  trade.  The  statoaeBt 
that  *'The  packer  buyers  at  the  second  market  bid  at  prices  no 
greater,  and  often  less,*'  is  false.  The  Trade  Conunission  mtio- 
duced  in  its  report  copies  of  letters  taken  from  Swift  k  Com- 
I>any*8  files  which  apparently  suppoK  this  statement;  Swift  k 

<  niiipany  has  copies  of  letters  which  were  also  taken  by  the  Trade 
Commission's  examiners*  which  show  instances  of  higher  prices 
paid  for  animals  in  the  second  market  than  were  paid  for  them  in 
the  first  market.  These  the  Federal  Trade  Commission  did  not 
publish  in  its  report. 

In  pages  1S2-1SS-134  of  Part  II  of  the  report,  the  Trade  Com- 
mission charges  that  the  large  packers  had  an  agreement  fixing  the 
price  of  Urd  oompoimd,  so  that  identical  prices  were  charged  by  all 
competitors.    The  inference  is,  of  course,  that  there  was  an  iDiQgal 
agreement    The  truth  of  this  matter  was  brou^t  out  by  Mr.  J. 
<)gden  Armour  in  his  testimony  before  the  House  Committee  on 
Interstate  Commerce  in  which  he  explained  that  the  price  of  lard 
'  TK>und  at  the  time  under  discussion  had  been  fixed  at  the  re- 
>  t  of  and  in  co^iHTation  witli  the  Food  Administration  as  a  part 
>f  its  food  control  program.    In  other  words,  the  agreement  which 
forced  all  dealers  to  sell  at  the  same  price  was  one  brought  about 
by  the  government  itself.    The  Federal  Trade  Commission  failed 
to  mention  this  fact,  and  therefore  put  the  packers  in  an  utterly 
false  light. 

The  Federal  Trade  Commission  bases  its  charge  that  the  five 
^ig  padcers  have  a  monopoly  primarily  on  the  fact  that  the  per- 
centage of  live  stock  receipts  bought  at  the  various  markets  by 
•ach  packer  remains  fairly  constant  from  year  to  year.  To  a  per- 
"^  outside  the  industry,  this  phenomenon  appears  to  be  fairly 
indng;  to  a  packing-house  man,  however,  it  is  perfectly 

<  vident  that  the  fairly  constant  percentages  are  a  result  of  keen 
competition  among  the  packers.  Swift  k  Company,  for  example, 
is  so  jealous  of  its  position  in  the  market  that  it  has  kept  a  record 
for  yetin  of  the  percentage  of  receipts  that  it  has  purchased,  and 
compares  tliis  with  the  percentages  bou^t  by  other  packers. 
Thi^  company  does  not  intend  to  yidd  ground  by  even  a 

IS 
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of  one  per  cent,  if  possible,  and  as  a  matter  of  fact  has  increased  its 
percentage  aince  1913,  according  to  the  Trade  Commission's  own 
figures,  so  that  it  killed  about  90,000  more  cattle  in  1917  than  if  it 
had  not  increased  its  percentage. 

As  evidence  that  there  must  be  an  agreement  to  divide  receipts, 
the  Trade  Commission  reproduces  a  letter  written  by  P.  D.  Ar- 
mour to  his  uncle  J.  Ogden  Armour  from  Denver,  referring  to  the 
situation  there  as  on  a  "fifty-fifty  basis."  This  merely  meant 
that  Armour  was  aiming  to  buy  at  least  50  per  cent  of  the  receipts 
and  that  he  knew  that  Swift  &  Company  was  naturally  aiming  to 
do  the  same  thing,  as  these  are  the  only  two  large  packers  having 
plants  at  Denver.  The  Trade  Commission  introduced  a  table  of 
percentages  on  hog  purchases  at  Denver,  because  it  showed  that 
Swift  and  Armour  had  bought  nearly  equal  percentages;  but  the 
commission  failed  to  introduce  similar  tables  of  percentages  on 
cattle  and  sheep  purchases,  which  it  had  in  its  possession,  and 
which  showed  that  Armour  had  actually  been  buying  only  about 
45  per  cent  of  the  cattle  receipts  as  compared  with  Swift's  55  per 
cent,  and  that  there  had  been  striking  variations  in  the  percent- 
ages of  sheep  purchased.  The  inclusion  of  these  tables  would  have 
entirely  destroyed  the  effect  which  the  "fifty-fifty"  letter  was 
supposed  to  create. 

In  connection  with  the  Federal  Trade  Commission's  failure  to 
establish  its  contention  that  the  five  large  packers  have  an  agree- 
ment to  control  purchases,  sales  or  prices,  it  should  be  noted  that 
the  heads  of  the  large  packing  companies  in  printed  statements 
and  in  their  testimony  before  Congressional  committees  have  made 
the  absolute  statement  that  they  have  no  agreements  in  restraint 
of  trade  of  any  kind  and  that  they  are  in  open  and  active  competi- 
tion in  the  purchase  of  live  stock  and  in  the  sale  of  meats. 

The  contention  of  the  packers  themselves  that  they  are  in  open 
and  active  competition  is  borne  out  by  many  facts  which  were  not 
mentioned  at  all  by  the  Federal  Trade  Commission  in  its  report. 
Perhaps  the  most  convincing  evidence  of  competition  is  that  the 
profits  of  the  large  packers  are  so  small  that  they  could  be  wiped 
out  entirely  without  noticeably  affecting  prices,  and  that  these 
profits  often  turn  into  losses.  During  the  year  ended  June  30, 
1918,  there  were  19  out  of  the  52  weeks  in  which  Swift  &  Company 
cither  made  no  money  at  all  or  actually  lost  money  on  beef.    The 
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profit  varied  from  74  cenU  per  hundred  pounds  (about  three- 
fourtha  of  a  cent  a  pound)  during  the  week  of  greatoei  profit,  to  a 
lots  of  $1.17  per  hundred  pounds  (over  one  cent  a  pound)  durinic 
the  week  of  greatest  loas.  It  is  a  pretty  poor  oombinatkxi  that 
cannot  bring  about  a  more  favorable  effeet  on  profits.  The  most 
convincing  evidence  that  was  ever  found  against  such  oorporalioos 
as  the  Standard  Oil  Company  and  the  American  Sugar  Rrfintng 
Company  was  that  which  showed  the  increasing  of  profit  margins 
t  times  and  in  localities  when  and  where  competition  was  hcking. 
Sudi  a  study,  if  made  of  the  packing  induiitr>%  would  give  evidence 
of  the  most  severe  competition  and  of  the  absolute  lack  of  any 
Agreement  to  control  prices. 

Many  other  evidences  of  competition  are  also  omitted  from  the 
Trade  Commission's  report.  For  example,  it  is  not  mentiaiied 
that  dealers  and  speculators  alwaj's  stand  ready  in  every  market 
to  buy  live  stock  if  the  price  falls  below  what  the  live  stock  is 
worth.  It  is  not  brought  out  that  the  so-called  small  packers  are 
not  only  very  large  in  number  but  that  many  of  them  are  of  very 
respectable  sise  and  that  they  are  flourishing  and  growing  in 
number.    Many  of  these  smaller  packers  appeared  voluntarily 

fore  Congressional  committees  in  January,  1919,  and  surprised 
nicmbers  of  Congress  by  telling  of  the  immensity  of  their  business 
and    of   the   satisfactory   conditions    prevailing.    The   Federal 

ra(ie  Commission  does  not  mention  the  keen  competition  that  is 
perfectly  evident  in  the  sale  of  meats;  that  the  different  packers 
have  branch  houses  in  the  same  city,  that  each  has  its  own  corps 
of  salesmen  and  delivery  trucks,  and  that  the  retail  butchers  shop 
■round  from  the  branch  house  of  one  packer  to  the  brandi  house  of 

Ifliother,  finding  differences  in  price  for  the  same  quality  of  meat. 
Many  other  evkiences  of  competitkKi  mi|^t  be  cited. 

RsCOiOaENDATIONS    OP   THS   FWDMBAL   TraOS    COSOCnSION 

The  Federal  Trade  Commiasioo  did  not  recommend  that 
the  packing  mdustry  itself  be  taken  over  and  operated  by  the 

vemment,  but  it  assumed  that  the  alleged  monopoly  was 
aue  to  the  control  by  the  packing  concerns  of  the  facflitiea  for 
transporting  and  marketing  livo  stodc  and  meats.  It  therefore 
uiged  that  live  stock  cars  and  refrigerator  cars,  stock  yards  and 
cold  storage  branch  houaea,  now  owned  by  the  packers,  be  taken 
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over  by  the  government.  In  general  the  net  result  of  such  a 
program  would  be  in  no  way  to  take  away  monopoly  power,  if 
such  really  existed,  and  would  merely  dissipate  and  disorganize 
marketing  facilities  which  are  now  operated  with  highest  efficiency, 
and  which  it  has  taken  the  packers  generations  to  develop. 

As  for  refrigerator  cars,  these  were  built  by  the  packers  because 
Uie  railroads  refused  to  furnish  this  expensive  equipment.  Each 
of  the  large  packers  has  a  well-organized  transportation  depart- 
ment which  keeps  track  of  its  cars  throughout  the  country,  sees 
that  they  are  moved  with  the  greatest  expedition,  and  that  they 
jire  distributed  through  the  country  in  accordance  with  the  needs 
that  vary  with  live  stock  receipts  and  with  changes  in  the  demand 
for  meats.  Swift  &  Company,  for  example,  has  today  only  about 
SO  per  cent  as  many  cars  as  it  needs,  and  nothing  could  possibly 
l)e  gained  by  placing  these  cars  imder  government  operation  or 
even  under  railroad  operation  in  the  way  of  improving  the  service 
to  packers  and  to  the  public.  At  the  very  time  that  the  Federal 
Trade  Commission  was  coming  to  its  conclusions  with  regard  to 
refrigerator  cars,  the  Interstate  Commerce  Commission,  after  a 
long  and  thorough  investigation,  issued  a  decision  (July  31,  1918) 
in  which  it  specifically  upheld  the  present  system  of  packer  owner- 
ship, and  said  that  this  system  had  been  of  the  greatest  benefit  to 
the  country  at  large.  The  Interstate  Commerce  Commission  also 
found  that  the  packers  have  been  operating  their  refrigerator  cars 
at  a  financial  loss  for  several  years. 

As  for  the  government  acquisition  of  stock  yards,  it  has  devel- 
oped in  public  hearings  in  Washington  that  the  packers  have 
become  interested  in  these  yards,  not  only  because  of  the  possible 
financial  return,  but  more  especially  because  of  the  necessity  for 
furnishing  such  facilities  and  efficient  oi>eration  as  would  insure  an 
adequate  supply  of  live  stock  to  keep  their  packing  houses  operat- 
ing at  full  capacity.  Swift  &  Company,  at  least,  is  perfectly  will- 
ing to  relinquish  its  ownership  in  the  stock  yards  in  which  it  is 
interested,  providing  that  efficient  operation  can  be  continued. 

The  taking  over  by  the  government  of  the  packers'  branch 
houses  is  manifestly  out  of  the  question.  These  branch  houses  are 
practically  refrigerated  salesrooms,  and  not  freight  houses,  as 
contended  by  the  Chairman  of  the  Federal  Trade  Commission  in 
his  testimony  before  the  House  Conamittee  on  Interstate  Com- 
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meree.  Goocb  have  to  be  kept  oo  hAnd  in  large  quaatitiet  and  far 
indefinite  periods  and  have  to  be  iold  and  Jul  i mid  in  amaD 
quantitiee  every  day.  It  abo  requires  the  keenest  and  most 
fnergetic  management,  as  well  as  ability  bom  of  kMif  eipefficBoe» 
to  operate  a  branch  house  successfully,  cspectaDy  as  it  deab 
almost  entirely  in  highly  perishable  goods  which  have  to  be  mofved 
rapidly. 

Proposed  l»wmmjinam 

BilU  have  been  introduced  mto  Congress,  based  oo  the  ^ntHngm^ 
>f  the  Federal  Trade  Commission,  and  blended  to  carry  out  the 
recommendations  enumerated  above.  The  bill  introduced  in  the 
House  (H.  R.  1SS24,  65th  Omgitss,  Srd  Session)  by  Mr.  Sims,  oo 
I>ecember  10,  1918,  provides  for  government  aoquiiitioo  of  live 
^tock  and  refrigerator  cars,  stock  yards  and  cold  storage  branch 
houses,  and  also  provides  for  the  licensing  of  packing  houses,  and 
rives  the  government  blanket  and  unrestricted  powers  to  do  wfaatr 
•ver  it  sees  fit  with  regard  to  the  packing  industry.  There  is 
ibsolutely  nothing  to  justify  the  singling  out  of  the  packing  indus- 
try for  such  a  remarkable  and  unprecedented  method  of  cootiol 
or  for  such  a  radical  departure  from  American  ideals«  Tlie  InD 
even  aims  specifically  to  give  the  government  the  power  to  dictate 
iriiat  conmiodities  may  or  may  not  be  handled  by  the  packers. 
It  also  gives  the  government  the  power  to  take  away  the  license 
and  thereby  put  any  concern  out  of  business. 

The  bill  which  has  received  consideration  in  the  Senate  (S. 
''>SOS,  65th  Congress,  8rd  Session)  was  introduced  by  Mr.  Kendrick 
January  7,  1019.  This  bill  does  not  go  so  far  in  pro\nding  for 
government  acquisition  of  cars,  stock  yards,  and  branch  houses, 
hut  provides  for  a  most  drastic  system  of  regulation*  under 
liof^nse,  with  the  power  to  revoke  the  license  at  will,  and  is  therefore 
jiKst  as  objectionable  as  the  bill  introduced  into  the  House.  It  is 
absolutely  unthinkable  that  either  of  these  bills  can  ever  be  passed 
\n  nnytiiing  like  their  present  forms, — and  yet  it  is  of  eitreose 
significance  that  they  are  receiving  serious  ooosidcration.  IW 
public  probably  does  not  realiae  what  a  revolutionary  thing  it 
would  be  to  pass  either  of  these  bills,  affecting  as  they  do  ooe  of  the 
largest  and  most  vital  industries  in  the  oountry. 

The  demand  for  special  kgUative  treatment  of  the  paddof 
industry  results  from  a  conmion  belief  that  there  is  a  combina- 
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tion  in  restraint  of  trade  among  the  five  largest  packers,  and  that 
meat  prices  are  too  high  or  that  Hve  stock  prices  are  too  low  (de- 
pending on  whether  one  is  a  consumer  or  a  farmer),  because  of  the 
large  profits  of  the  packers.  No  satisfactory  legblation  can  be 
passed  on  these  assumptions.  The  large  packers  are  not  only  in 
active  competition  with  each  other,  but  with  hundreds  of  smaller 
packers  and  local  butchers. 

The  fact  that  profits  amount  only  to  a  fraction  of  a  cent  per 
pound  of  meat  absolutely  disproves  the  common  belief  that 
profits  account  for  high  prices  of  meat  or  low  prices  of  live  stock,  i 
The  price  received  by  the  packers  for  meat  and  by-products  is 
never  more  than  enough  to  cover  the  cost  of  live  stock  and  low 
operating  expenses,  and  to  yield  tiny  unit  profits.  Because  of 
large  volume  of  business,  these  small  unit  profits,  which  have 
practically  no  effect  on  prices,  yield  in  the  aggregate  a  satisfactory 
return  on  investment.  But  packers'  war  profits  have  not  been 
out  of  line  with  profits  in  other  industries;  they  have  been  no  more 
than  sufficient  to  finance  large  inventories  at  extremely  high  prices, 
and  they  have  hardly  furnished  sufficient  protection  against  the 
fall  in  prices,  and  hence  in  inventory  values,  that  is  sure  to  come. 


Regulation  of  the  Perishable   Food  Indu5;tries 
After  the  War 

By  G.  Harold  Powell 

GcnrrmI  Manafer.  CalifonuA  Kruit  Gram/  ^''^r^ 

SOON  after  the  armiitice  was  ligDed  the  license  rcgulatioos  of 
the  Food  Administratioo  were  gradually  abrogated*  eioept  aa 
tliry  related  to  domestic  food  stuflb  in  ithort  aup|4y,  or  to  foods 
tluit  were  exported  in  large  volume.  The  license  regulations  were 
clt^ignod  to  eliminate  injurious  speculation,  hoarding,  extortionate 
I  >r(  ifit^,  unfair  and  wasteful  trade  practices,  and  to  dirt*ct  the  comae 
t  »f  food  stuffs  in  straight  lines  from  producer  to  consumer  through 
Uie  essential  trades  without  unnecessary  cross  trading. 

The  Food  Administration  created  a  sentiment  among  the  parties 
interested  that  supplemented  the  powers  of  the  Lever  Act.  It 
i><  Ul  conferences  with  representatives  of  the  trades,  ajyointed 
utivisory  committees  of  the  producers  and  the  trades,  and  ap- 
Ix)int(Hl  trade  leaders  in  the  Food  Administration  to  interpret  tlie 
problems  of  their  industries  to  the  government.  By  this  method 
a  patriotic  sentiment  for  national  service  was  developed  on  the 
part  of  the  public  at  large  and  particularly  among  those  who  were 
subject  to  the  Food  Control  Act  It  was  the  policy  of  the  Food 
Administration,  on  the  signing  of  the  armistice,  to  relieve  the 
public  of  war-time  restrictions,  return  the  trades  to  a  peace  tMsis 
at  the  earliest  moment,  and,  at  the  same  time,  protect  the  public 
against  abnormal  rises  in  prices.  The  Food  Control  Act  ceases  to 
be  effective  when  the  existing  state  of  war  between  the  United 
States  and  Germany  shall  have  terminated. 

When  it  was  announced  that  the  special  license  regulations  gov- 
erning the  distributors  ot  perishable  foods  would  be  abrogated, 
)?eneral  regret  was  voiced  by  dealers  in  fruits  and  vegetables, 
.  dair>'  products  and  fish,  that  the  reforms  which  were 
.Mvi\MMic^  into  the  trades  as  a  war  measure  should  be  lost.  Not- 
witiks landing  the  reaction  against  further  governmental  inter* 
ference  in  business,  protests  were  heard  in  all  parts  of  the  country 
against  a  return  to  peace-time  distributing  methods,  and  a  sanceie 
inquin*   was  begun  into  permanent  legislation  that  might  be 

iss 
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enacted  for  the  protectioii  of  the  producer,  the  distributor  and  the 
public  at  large  against  the  unfair,  wasteful  and  discriminatory 
practices  that  were  not  uncommon  in  pre-war  times  in  the  transac- 
tions of  the  producer,  and  of  the  distributing  trades. 

Responsive  to  this  sentiment,  the  California  Fruit  Growers 
Exchange,  the  American  Warehousemen  Association,  and  the 
National  League  of  Conmiission  Merchants  have  already  gone  on 
record  in  favor  of  legislation  which  will  make  p)ermanent  the  bene- 
ficial ends  attained,  as  a  war  measure,  by  the  Food  Administra- 
tion. After  an  experience  of  eighteen  months  in  handling  the 
Perishable  Food  Division  under  Mr.  Hoover's  direction,  and  as  a 
representative  of  one  of  the  largest  shippers  of  perishable  foods  in 
the  world,  the  writer  is  in  sympathetic  accord  with  the  aims  re- 
ferred to. 

Food  Wastage  in  Peace  and  War  Times 

Before  the  war  there  was  not  always  confidence  in  the  fairness 
of  i>erishable  food  transactions;  the  producer  distrusted  the  com- 
mission merchant,  the  dealer  complained  of  the  packing  and 
grading  by  the  producer,  either  party  or  both  may  have  com- 
plained that  the  implied  contracts  of  sale  were  not  always  carried 
out,  and,  while  disputes  between  the  parties  at  interest  were  unad- 
justed, car  loads  of  fruits  and  vegetables  may  have  stood  on  the 
tracks  and  been  lost  through  deterioration  or  at  least  seriously  im- 
paired in  quality.  There  were  enough  of  these  disputes  in  the 
press  to  create  a  prejudice  against  the  perishable  food  industries 
and  to  affect  adversely  the  standing  of  the  honest  men  in  the  trade, 
the  average  member  of  which  has  a  standard  of  integrity  in  his 
dealings  that  will  equal  that  of  the  men  in  any  other  business. 

Many  of  the  diflBculties  in  the  distribution  of  perishable  foods 
are  inherent  in  their  perishability;  that  is,  the  condition  of  the 
foods  is  frequently  in  dispute  on  arrival  in  the  markets,  and  the 
condition  may  have  been  affected  by  climate  or  other  factors  over 
which  no  one  has  control.  Others  are  due  to  disputes  between 
sellers  and  buyers  over  the  grade  of  the  food;  others  to  the  rejec- 
tion of  cars  by  the  consignees  on  the  score  of  condition  or  because 
the  market  is  lower;  others  because  of  carelessness  in  defining 
contracts  between  parties  at  interest,  while  some  of  the  trouble  is 
due  to  unfair  and  dishonest  practices  by  unscrupulous  shippers  or 
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leudiwat.  It  was  towaitb  the  oorrectioo  of  thcM  erOi  in  Um 
pemhable  food  industries  that  the  Food  Adnunktratioii  directed 
itji  efforts  during  the  war.  the  lioe&ae  r^gnlatiaoe  hsriaf  hmm 
drawn  after  extended  oonfcrcneea  with  lendtfa  of  the  difcwl 
trades,  who  gave  their  best  efforts  in  suggesting  rogulatioos  that 
would  eliminate  the  abuses,  reduce  the  waste  in  food  stuflb  and 
frive  greater  confidence  in  perishable  food  transactions. 

The  perishable  food  business  is  one  of  quick  aetioo.  Theaa 
foods  must  be  sold  at  just  the  right  time  to  avoid  disaster  froin 
poor  condition.  A  delay  in  the  settlement  of  a  dispute  betw<eeu 
jihipper  and  receiver,  the  rejection  of  cars  by  the  purchaser,  the 
holding  on  track  in  warm  weather  before  unloading,  the  lack  of 
ice  for  refrigeration,  the  congestion  of  terminal  facilities— aU  of 
these  factors  cause  losses  in  perishable  foods,  and  when  added 
to^'ether  lake  an  enormous  annual  toll  from  our  food  suppliea. 

During  the  war,  many  of  these  losses  were  entirely  avoided, 
or  at  least  were  greatly  reduced,  because  the  license  regulations  of 
the  Food  Administration  forced  the  quick  unloading  of  perishable 
foods  after  arrival  in  market,  the  prompt  acceptance  of  cars,  or 
their  quick  rejection,  and  the  settlement  of  disputes  by  arbitra- 
tion after  the  cars  were  accepted.  As  a  result  of  these  regulatioos» 
perishable  food  distribution  was  freer  from  abuses  than  in  any 
pre-war  period;  the  losses  were  never  so  small;  the  disputes  be- 
tween tJie  parties  interested  were  quickly  handK*d;  and  there  was 
more  confidence  in  the  integrity  of  trade  practice  than  in  any 
former  time. 

With  the  abrogation  of  the  license  regulations  and  the  ultimate 
disappearance  of  the  Food  Control  Act,  there  will  be  no 
way  of  correcting  the  pre-war  trade  abuses  or  dishonest 
or  to  avoid  the  waste  in  food  stuffs.  Competition  again  will  force 
dealers  to  follow  practices  that  are  questionable,  the  public  will 
feae  the  confidence  which  it  had  gained  in  the  integrity  of  the 
trades,  and  the  benefits  gained  through  governmental  cottpcration 
and  supervision  will  be  lost.  The  resort  to  the  courts  for  damages 
against  a  dishonest  dealer  is  too  slow  and  expensi\*e  to  be  cffcctiiFO. 
A  quicker  method  of  handling  disputes  and  of  passing  the  prodnoe 
through  the  avenues  of  trade  is  necessary. 

I  have  not  definitely  formulated  my  own  judgment  as  to  the 
method  of  federal  supervision  or  to  the  extent  to  wliich  such  ovci^ 
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flight  should  go.  Whether  to  enact  legislation  that  is  mandatory 
on  all  distributors  and  put  them  under  license  regulations,  or 
whether  to  enact  a  law  that  gives  the  distributor  the  choice  of 
taking  out  a  voluntary  license,  is  a  very  practical  and  fundamental 
question.  Theoretically,  the  public  interest  would  be  best  served 
if  all  shippers  and  distributors  were  under  a  uniform  license  sys- 
tem and  had  to  conduct  their  transactions  in  a  similar  manner, 
and  I  would  favor  such  a  plan  if  the  legislation  could  be  enacted. 
The  difficulty  in  such  a  plan  is,  first,  to  be  able  to  pass  such  legisla- 
tion through  Congress;  and  second,  the  equally  practical  difficulty 
of  building  a  government  force,  with  experience  and  judgment 
enough  to  handle  the  multitude  of  disputes  and  problems  that 
need  to  be  decided  by  sound  practical  sense.  In  handling  perish- 
able food  difficulties,  the  judgment  of  the  men  who  come  in  con- 
tact with  the  trade  problems  is  the  factor  on  which  the  success  or 
failure  of  the  plan  is  likely  to  be  decided.  No  matter  how  com- 
prehensive or  sound  the  law,  its  practical  working  will  depend  on 
the  fairness  and  soundness  of  the  acts  of  the  government  represen- 
tatives. 

There  is  a  strong  reaction  in  the  public  mind  against  further 
interference  in  the  affairs  of  business,  except  as  it  is  necessary  to 
protect  the  public  against  flagrant  abuses.  The  trades  are  antag- 
onistic to  the  making  of  detailed  reports,  to  the  readjustment  of 
methods  of  accounting,  and  to  the  fear  of  trouble  because  of  the 
difficulty  of  conforming  to  the  requirements  of  government  regu- 
lation. There  are  thousands  of  members  of  the  trades  who  have 
not  installed  comprehensive  methods  of  accounting,  and  yet 
who  are  successful  merchants.  To  these  men  governmental 
regulation,  with  the  accompanying  reporting  system  that  has 
been  a  part  of  all  regulatory  efforts  to  date,  is  a  veritable  night- 
mare. The  average  member  of  the  trade  is  more  fearful  of  the 
report  system  than  of  the  effect  of  regulation.  The  dishonest 
man  in  business  is  afraid  of  both. 

On  the  other  hand,  I  am  convinced  that  the  government,  in 
cooperation  with  the  parties  interested,  can  work  out  simple  regu- 
lations and  simple  reports  that  would  not  be  burdensome  to  the 
trades,  that  would  in  the  end  prove  beneficial  and  which  would 
protect  the  trade  and  the  public  interest  alike.  It  would  make 
the  average  man  play  the  game  squarely,  it  would  relieve  him  of 
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the  effect  of  unfair  competition,  and  it  would  lave  ""^WLff**  of 
dolUn  worth  of  food  that  Ib  now  watted  annually. 

GOVERNMKNTAL  SuPERYUnON  AND  VOLUNTART  RsOnTmATIOIf 

A  more  practical  method  of  governmental  supervision  is  a 
vohmtary  registration  of  the  members  of  the  trade  on  the  dedara- 
ii(»n  by  the  registrant  that  he  will  conform  to  the  rcculatioiis  ol  the 
government  after  enrollment.  Under  this  plan,  the  Secretary  of 
.\griciilture  should  be  given  the  power: 

1.  To  facilitate  the  distribution  and  marketing  of  perishable 
food  products  and  to  aid  in  reducing  loss,  delay,  waste  and  con- 
troversy in  their  movement  and  sale;  to  establish  uniform  stand- 
ards for  perishable  foods  shq>ped  in  doted  packages  in  interstate 
and  foreign  commerce,  the  use  of  the  standards  to  depend  on  the 
choice  of  the  shipper  rather  than  to  be  obligatory;  the  Secretary- 
of  A^culture  issuing  the  standards  and  the  rules  and  regulations 
making  them  effective  after  consultation  with  theintcfested  public. 

2.  To  inform  the  public  of  practices  that  are  wasteful  and  un- 
fair* after  advising  the  public,  as  a  result  of  investigation  and  of 
conference,  of  methods  that  are  economical  an<l  fair. 

d.  To  make  the  adoption  of  the  rules  and  regulations  to  prevent 
wasteful,  unfair  and  discriminatory  practices,  elective  with  the 
parties  interested  rather  than  mandatory  and  to  license  or  register 
all  i)ersons  who  voluntarily  elect  to  adopt  the  standards  and  regu- 
lations in  their  interstate  and  foreign  business.  This  establishes 
an  honor  roll  among  the  me9iberB  of  the  trades  and  this  roll  i» 
Vtowii  to  all  who  transact  business  with  shippers  or  reoetTcrs. 
i  hi.s  voluntar}'  method  would  also  be  applicable  to  intrastate  as 
well  as  interstate  business. 

4.  To  cancel  or  suspend  the  registration  oi  any  person  who  vio- 
lates tht^  conditions  of  his  voluntary  enioUment  and  to  publish  the 
can(vllali()n  witli  the  reasons  for  the  same.  This  cancellation 
would  not  deprive  the  person  of  the  right  to  transact  business 
except  under  the  f^ovemment  standards  and  rules.  It  takes  him 
off  the  honor  roll  and  the  public  is  informed  of  the  reasons. 

5.  To  inspect  perishable  foods  when  requested  by  an  enrolled 
member,  and  to  certify  to  an  allowance  from  a  fixed  price  on  ac- 
count of  deterioration  or  grade  under  whkh  a  sale  has  been  made; 
and  when  both  principals  to  a  tiansaetion  request  an  arbitration. 
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the  findings,  if  not  accepted  by  the  parties,  shall  be  prima  facie 
evidence  in  any  court  as  to  the  allowance  made. 

I  would  also  have  the  Secretary  of  Agriculture  appoint  per- 
manent committees  from  the  parties  interested  who  could  be 
called  by  him  for  advice  and  suggestion;  or  who  could  on  their 
own  request  appear  before  the  secretary  and  advise  or  suggest 
matters  affecting  tJie  different  industries.  And  committees  should 
be  appointed  in  each  market  who  would  act  as  advisors  to  the 
government  representatives  in  handling  trade  matters.  The  war 
has  shown  that  it  is  possible  to  bring  about  a  sympathetic  and 
practical  cooperation  between  the  government  and  the  public  at 
large.  This  relationship  should  be  maintained  in  peace  times. 
It  is  equally  helpful  to  those  who  administer  governmental  affairs 
to  the  parties  interested.  Cooperation  rather  than  antagonism  is 
needed  in  governmental  and  public  relationships. 

I  am  convinced  that  legislation  embodying  the  principles  out- 
lined would  give  to  the  public  the  cooperation  of  the  government 
and  the  industries  in  raising  the  standards  of  perishable  food 
handling;  that  it  would  establish  a  better  standard  of  public  con- 
fidence in  the  transactions  of  these  industries;  that  it  would  insure 
the  honest  and  decent  man  in  business  the  friendly  attitude  of  the 
public  and  protect  him  against  the  unscrupulous  and  dishonest 
man  whose  transactions  often  color  public  sentiment.  Could  the 
parties  interested  agree  that  legislation,  at  least  as  broad  in  scope  as 
I  have  outlined,  were  in  the  public  interest,  I  am  sure  that  it  would 
go  far  in  peri>etuating  the  beneficial  ends  attained  by  the  United 
States  Food  Administration  as  a  war  emergency.  Later  on,  if 
more  comprehensive  legislation  is  needed  it  can  be  built  upon  the 
experience  of  a  voluntary  system  of  supervision.  The  great 
majority  of  the  trades,  I  am  convinced,  would  welcome  a  volun- 
tary system  of  regulation  and  would  give  it  their  earnest  support. 
The  unscrupulous  merchant  would  be  advertised  to  the  public, 
because  his  name  would  not  appear  on  the  honor  roll  of  the 
government. 
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By  Claudius  Templb  MuBanacm 
AMuiUni  Fnimmr  ol  Ecoiiomici.  Httatar  CoBipi,  Ntw  York  Otj 

OIIOULD  the  power  to  fix  resale  pricoi  be  lodged  wholly  with 
^  the  manufacturer,  or  wholly  with  the  dealer?  lUi  teeoH 
to  state  the  problem  of  price  maintrpance  aa  it  it  generally  thoo^i 
of  in  the  present  controversy.  To  deny  the  wisdom  of  both  al- 
temativcs  in  the  advocacy  of  a  compronise  between  the  two  is 
the  purpose  of  this  paper. 

The  power  of  price  maintenance  is  demanded  only  in  oonnec- 
tion  with  goods  which  are  of  the  identifiable  sort,  and  assoeiilsd 
in  their  resale  either  with  the  name  of  the  manufacturer,  or  with 
his  trade-mark  or  brand.  It  would  apply  only  to 
ties  which  are  for  the  most  part  distributed  throu^  the 
tional  wholesale-retail  channels.  Within  these  limitations 
be  included  probably  mare  than  half  the  volume  of  the  country's 
retail  trade.  The  majority  of  grocery  commodities,  exoeptiQg 
green  goods,  and  the  majority  of  drugs  would  be  indoded,  aad 
smaller  but  nevertheless  impressive  proportions  of  ready  made 
dothing.  dress  goods,  toilet  articles,  shoes,  hardware,  jewdry, 
and  novelties.  In  addition  to  virtually  all  of  the  countr>'*s 
specialty  manufacturers,  all  the  retail  stoves  and  wholesale  houses 
are  vitally  concerned  as  is  of  course  the  entire  body  of  the  public. 

Problem  of  Price  Maintknamcb 

Into  tliis  field  of  such  wide  and  numerous  interests,  price  main- 
tenance has  only  recently  entered  as  a  problem  of  real  importance. 
Its  entrance  may  be  explained  as  being  due  to  a  broadening  of  the 
functions  of  the  manufacturers.    They  formerly  were  limited  to 
•reducing  commodities  and  transferring  them  to  commission  men 
'obbov   where   they  disappeared  frosn  si^t  and  interest 
ly  we  often  find  tlie  manufacturer  of  specialties  attempting  to 
bring  within  his  range  of  vision  and  infiuence  not  only  the  whole- 
ale  distributors,  but  also  the  retailers  and  ultimate 
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This  broadening  of  function  has  been  made  possible  by  the  vastly 
improved  facilities  and  methods  of  advertising  and  transporta- 
tion. In  some  cases  it  may  be  said  that  the  manufacturer  has 
reached  that  point  where  he  combines  within  himself  virtually 
all  the  functions  of  producer  and  salesman,  even  though  he  con- 
tinues to  make  use  of  the  jobbers  and  retailers. 

This  increasing  control  by  the  manufacturer  over  the  destinies 
of  the  commodities  which  he  produces  has  been  facilitated  by  the 
agency  of  commodity  standardization.  The  commodity  is 
standardized  in  every  conceivable  way.  Each  unit  is  a  perfect 
replica  of  every  other  unit.  To  these  uniformities  of  quality, 
quantity,  form,  function  and  carton  many  manufacturers  are 
adding  price  uniformity,  maintaining  that  the  eflScacy  of  national 
advertising  and  the  degree  of  public  appreciation  is  thereby  in- 
creased. It  enables  the  manufacturer  not  only  to  emphasize 
various  utilities,  but  also  to  emphasize  attractiveness  of  price. 
Thus  more  effectually  can  a  sense  of  real  value  be  planted  in  th< 
buyer.  Undoubtedly  to  the  great  mass  of  the  public  there  is 
strong  appeal  in  the  one-price-to-all  policy,  especially  so  if  th< 
is  present  a  conviction  that  the  one  price  always  commands  th( 
utilities  desired.  As  the  reputation  of  a  standardized  good  inn 
creases,  the  price  naturally  becomes  associated  in  the  consumers^ 
minds  with  the  other  characteristics  which  regularly  identify  ihi 
good. 

It  is  asserted  that  when  a  commodity  reaches  this  stage  wh< 
its  qualities  and  price  are  widely  known  and  associated,  it 
comes  especially  subject  to  the  evil  of  price  cutting.  The  public 
havong  associated  for  a  long  time  a  given  commodity  with  a  givei 
price,  will  immediately  detect  a  lowering  of  price  and  so  coi 
their  purchases  of  that  commodity  to  the  retailer  who  has  cut  th^ 
price.  The  effect  is  to  compel  competing  retailers  to  meet  th4 
cut  or  else  discontinue  handling  the  commodity.  In  case  thei 
are  any  exceptions,  they  carry  the  good  only  as  a  necessary  e"^ 
and  handle  it  half-heartedly,  preferring  to  offer  substitutes  wh< 
possible.  Eventually  the  price  cutters  themselves,  having  ex- 
hausted the  advertising  value  of  thie  cut  price,  will  lose  interest 
in  the  cofnimodity  and  either  drop  it  or  attempt  to  displace  th< 
demand  for  it  by  offering  substitutes  which  afford  bigger  profits. 
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The  Evils  Rebultino  fbom  Pmob  Cuttdio 

The  evilB  which  are  said  to  result  may  be  fummariied  aa  being: 

l*^irst,  a  decline  in  the  value  of  the  stock  owned  by  dcmlcn  who  are 
in  the  realm  of  influence  exerted  by  the  price  cutten;  aeoood*  a 
f^rowin^  reluctance  on  the  part  of  dealers  to  handle  the  coimnodHy, 
their  offmng  of  substitutes,  and  a  consequent  decline  m  sales  of 
t)i<'  (iisconnted  commodity;  third,  losses  suffered  by  the  manu- 
facturer tuid  jobbers  through  the  declining  demand  from  retailers; 
fourth,  inability  of  the  public  to  secure  conveniently  the  com- 
Tiioility  of  their  choice,  accompanied  by  the  necessity  of  havinf  to 

uret* pt  inferior  substitutes. 

To  prevent  price  cutting,  manufacturers  resorted  to  many  de- 
vices, the  chief  of  which  are:  First,  the  manufacturer  grants  to 
-!!<]!  <!  ril  s  as  are  willing  to  maintain  the  fixed  price  a  liberal  re- 
liati  uu  ilu  list  price,  such  rebate  payable  only  when  the  goods  are 
sold.     Any  variations  from  a  fixed  price  entail  forfeiture  of  the 

ebnte.  Second,  many  manufacturers  have  refused  to  sell  at  all 
to  those  dealers  guilty  of  cutting  prices  below  the  standard. 
Some  have  gone  so  far  as  not  only  to  refuse  to  sell  to  the 

offending  dealer  directly,  but  also  to  bring  pressure  to  bear  on 
all  jobbers  and  retailers  to  refuse  to  supply  the  offender, 
thus  making  it  impossible  for  the  price  cutter  to  renew  his  sup- 
plies from  any  source.    Third,  prices  have  been  maintained  by 

ausing  to  be  incorporated  in  the  contracts  of  sale  special  pro- 
visions by  which  the  dealers  bound  tiiemselves  to  observe  a  fixed 
price.  Fourth,  by  making  conditional  sales  in  whidi  title  to  the 
goods  sold  to  dealers  remained  in  the  manufacturer,  and  passed 
to  the  dealers  only  upon  the  completion  of  the  resale  made  at  the 
fixed  price.  The  manufacturer  reserved  the  right  to  demand  the 
retiu*n  of  all  unsold  goods,  upon  the  failure  of  the  dealers  at  any 
time  to  maintain  the  price,  l^th,  the  use  of  a  license  agreement 
w]h  reby  tlie  dealer  is  regarded  merely  as  an  agent  or  demon- 

trator  witliout  title  in  the  goods.    As  agent  he  must  sell  at  a 

tated  price.  His  profits  are  in  the  form  of  commissions.  Sixth, 
l>y  affixing  to  the  good  or  its  container  a  statement  to  the  effect 
that  a  certain  price  must  be  observed,  the  implication  being  that 
the  use  of  such  a  notice  made  of  the  transaction  a  conditional 

aU\  which  bound  the  dealer  to  the  fixed  price.  Seventh,  a  claim 
on  the  part  of  the  manufacturer  of  patented  or  copyrightrd  goodi 
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that  the  usual  patent  or  copyright  rights  included  the  right  to 
fix  a  resale  price  and  to  compel  the  observance  thereof. 

Virtually  all  these  methods  have  in  whole  or  in  part  been 
adjudged  illegal  by  the  supreme  court,  and  in  so  far  as  they  still 
exist,  they  are  with  very  few  exceptions  merely  nominal.  Ap- 
parently no  dependable  price  maintenance  weapon  is  now  avail- 
able. Moral  suasion  is  slightly  efficacious,  and  the  withholding 
of  patronage  from  price  cutters  seems  under  certain  very  limited 
conditions  to  be  legal.  Yet  this  is  by  no  means  absolutely  cer- 
tain. It  seems  hopeless  to  expect  the  elimination  of  price  cut- 
ting in  the  absence  of  special  federal  legislation  to  that  effect. 

The  Stevens  Bill  and  Resale  Price  Control 

Such  legislation  has  been  proposed  in  the  form  of  the  well- 
known  Stevens  Bill.     Generally  stated,  its  chief  provisions  are: 

1.  In  any  contract  for  the  sale  of  trade-marked  or  branded  goods  the  manu- 
facturer may  require  the  observance  by  dealers  of  a  fixed  price,  provided  that 
he  has  not  a  monopoly  of  the  articles  belonging  to  the  same  general  class  of  mer- 
chandise, that  his  brand  or  trade-mark  i^  registered  with  the  Federal  Trade  Com- 
mission, together  with  the  price  lists,  and  that  such  contract  permits  a  limited 
number  of  seasonal  or  disposal  sales  (two  annually)  in  case  the  manufacturer 
does  not  choose  to  repurchase  the  goods  himself  on  thirty  days'  notice  from  the 
deiOer. 

£.  Emergency  circumstances  such  as  bankruptcy,  fire,  withdrawal  from  busi- 
ness, commodity  deterioration,  etc.,  may  justify  divergence  from  price  only  upon 
the  approval  of  the  manufacturer  who  demands  thirty  days'  notice  of  such  con- 
templated action,  and  who  reserves  the  option  to  repurchase  the  goods  in  case  he 
so  desires. 

The  passage  of  this  bill  would  clothe  the  manufacturer  with  un- 
limited power  of  resale  price  control.  To  his  economic  justifica- 
tion of  this  measure  the  manufacturer  adds  an  ethical  justifica- 
tion. It  is  argued  that  any  given  trade-marked  commodity  owes 
its  existence  to  the  enterprise  and  business  ability  of  the  producer. 
Upon  it  he  expends  his  fortune,  his  energy,  his  business  reputation. 
As  the  market  is  conquered,  and  as  demand  increases,  the  con- 
sumers begin  to  learn  the  manufacturer's  name  and  trade-mark. 
The  latter  come  to  be  associated  with  the  commodity  in  the  mind 
of  the  individual.  In  proportion  to  the  number  of  individuals 
thus  affected,  the  value  of  the  trade-mark  grows.  It  stands  as 
an  identification  mark  by  which  they  may  always  recognize  the 
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article  and  select  it,  rather  than  aeoept 
inodity.  If  the  good  will  value  inhering  in  this  trade-mark  is  the 
property  exclusively  of  the  manufarttirer,  and  if  prirt*  cuttisf  by 
dealers  constitutes  an  exploitation  of  this  pruperiy,  tfurh  an  act 
must  be  looked  upon  as  being  ethically  repwheorfble. 

llie  manufarturers  are  joined  in  their  advocacy  of  tJie  fitifrywii 
Hill  by  many  dealers.  They  see  in  the  device  the  adrantat^  of 
.Tcater  stability  in  prices.  Sharp  price  fluctuatioos  elfminatwl, 
the  |K>ril8  of  merchandising  are  largely  diminished, 
t  ion  in  that  ra.se  would  become  a  process  involving 

f!icit*ncy  rather  Uian  prices.  With  the  standard  price, 
^  simplified,  and  profits  are  assured.  Also  the  national  adver- 
t  ising,  financed  by  the  manufacturer  and  thought  to  be  dependent 
on  the  fixed  prict\  is  highly  valued.  Price  maintenance  wouU 
also  diminish  largely  the  fears  entrrtained  by  the  great  maaa  of  v»> 
tailers  of  the  gro\inng  power  of  the  modem  giants  in  retailing, 
the  chains*  drparlnient  stores,  and  mail  order  houses.  It  b 
mabtained  that  tliese  largely  owe  their  development,  not  essen- 
tially to  economic  superiority,  but  to  their  command  over  large 
capital  imited  with  their  destructive  policy  of  price  cutting. 
Their  price  cutting  is  charged  ^nth  being  reprehensible  in  motnRe* 
being  only  for  the  purpose  of  dect^iving  the  masani  into  the  belief 
that  their  prices  are  uniformly  lower  than  those  of  their  competi- 
tors, whereas  in  fact  their  prices  on  unidentified  commodities  and 
on  private  brands  which  they  push  as  substitutes  are  not  only 
maintained  but  in  many  cases  are  actually  excessive.  Thus 
they  recuperate  from  the  losses  on  standard  commodities,  and 
at  the  same  time  injure  the  trade  of  the  average  retailers  who  can 
ueither  compete  on  the  standard  conmiodities  nor  afford  to  cany 

rivate  brands. 

Price  Cutting  r.  Price  Maintenance 
Voices  from  among  the  consumers  in  behalf  of  price  mainte- 
nance are  not  totally  lacking.  They  emphasise  the  advantages  to 
the  consumers  to  Ih*  derived  from  standard  com niudi ties.  The 
manufacturer  freed  from  price  cutting  perils  is  in  a  position  to 
•fTer  better  quality  and  is  even  enabled  to  en  joy  economies  which 
^\  ill  encourage  general  and  uniform  price  decreases.  Furthermore 
they  oppose  the  practice  wliich  impi*rils  the  life  of  commoditiet 
prized  by  the  public. 
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The  opponents  of  price  maintenance  make  an  issue  of  the  truth 
of  the  above  assertions  and  arguments.  They  deny  that  prict* 
cutting  has  the  disastrous  effects  claimed,  and  assert  that  it  is 
retorted  to  for  the  most  part  because  of  sound  business  reasons. 
As  proof  of  this  they  are  able  to  indicate  numerous  commodities, 
the  popularity  and  distribution  of  which  have  rapidly  increased 
rather  than  diminished  despite  their  subjection  to  general  and 
persistent  price  cutting.  They  attribute  the  disappearance  of 
certain  commodities  from  the  market  and  the  embarrassments  of 
certain  manufacturers,  not  to  price  cutting,  but  to  inferiority  of 
values  offered,  or  to  general  inefficiency.  They  maintain  that 
the  existence  of  superior  eflSciency  which  is  creative  of  economies 
in  operating  expenditures,  and  the  presence  of  low  cost  condi- 
tions, constitute  not  only  a  valid  defense  of  price  cutting  but  also 
a  moral  insistence  upon  it. 

To  the  claim  that  price  cutting  is  an  exploitation  of  the  good 
will  of  the  manufacturer,  the  opponents  reply  that  they  too  have 
a  good  will  which  is  based  on  a  reputation  for  offering  maximum 
values  at  minimum  prices,  and  that  to  protect  this  good  will  they 
should  not  be  prevented  from  passing  to  the  consumer  the  bene- 
fits of  economies  achieved  by  them.  They  emphasize  the  fact 
that  they  o\^ti  the  goods  which  they  sell,  and  that  in  their  acquisi- 
tion they  paid  the  price  which  the  manufacturer  demanded. 
Why  should  the  manufacturer  who  has  received  his  price  and  who 
has  given  up  title  to  the  goods  and  responsibility  in  the  goods  be 
empowered  to  dictate  to  the  present  owners  the  conditions  of 
resale? 

Furthermore,  the  opponents  of  price  maintenance  profess  to 
see  in  the  use  of  the  fixed  price  coupled  with  the  enormous  amount 
of  advertising  which  it  engenders  an  unwarranted  encroachment 
on  the  legitimate  functions  of  the  retailer.  The  retailer  is  not  a 
mere  automaton  engaged  in  the  process  of  breaking  up  large 
quantities  and  distributing  them  in  small  units  among  a  ready 
made  clientele.  He  is  a  creator  of  utilities  even  as  the  manu- 
facturer. Moreover  recent  phenomenal  developments  in  mer- 
chandising would  seem  to  demonstrate  that  it  is  no  less  respon- 
sive to  applications  of  skill  and  judgment,  art  and  science  than  is 
manufacturing.  As  regards  capital  exp>enditure,  assumption  of 
risk,  and  perplexing  difiSculties  to  be  overcome,  modem  retailing 
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need  not  neeestarily  differ  greatly  from  maottfacturiiif .  In  no 
small  number  of  cases  these  characteristics  predominaie  on  the 
side  of  the  retailer. 

Not  only  would  price  maintenance  be  an  cacftMMhiiiait  opoo 
functions  valuable  to  the  public  and  involTiiif  vcHed  btowits  of 
vast  proportions,  but  it  would  bring  the  entire  macfainerx  of 
modity  distribution  \nrtually  within  the  oootrol  of  the 
facturing  end  of  industry,  an  obviously  ineongnioiia  and  daiiirer> 
ous  development.  The  power  to  fix  the  resale  price  carries  with 
it  the  power  to  fix  dealers*  profibi.  These  would  be  raised  or 
lowered  not  in  accordance  with  dealers'  interests  but  in  harmoiiy 
with  those  of  the  manufacturer.  Concerted  actioo  oo  the  part  of 
manufacturers  well  entrendied  behind  a  powcrfol 
demand  created  by  intensive  national  advertising,  could 
make  of  dealers'  profits  simply  a  form  of  wages,  and  in  addtioB 
even  dictate  the  methods  and  conditions  of  resale.  The  old 
American  Tobacco  Company  methods  are  sometimes  refened  to. 

The  consumers  opposing  price  maintenance  would  add  to  the 
above  items  the  conviction  that  the  fixed  price  would  be  tanta- 
mount to  monopoly  price,  and  that  this  would  lead  to  a  gener- 
ally increased  cost  of  li\ing.  This  result  would  express  itself  in 
two  ways:  1.  Elimination  of  the  present  economies  wUdi  are 
enjoyed  through  the  patronizing  of  the  cut  price  stores,  i.  The 
establishment  of  conditions  which  would  encourage  the  fixing  of 
prices  on  a  uniformly  higher  scale  than  now  obtains. 

The  more  one  studies  the  irreconcilable  arguments  of  the  sup- 
porters and  opponents  of  price  maintenance,  the  more  one  is 
convinced  that  noilhtT  side  is  wholly  wrong,  nor  yet  wholly  ri^t. 
Impartial  study  of  available  data  seems  to  justify  the  taking  of  a 
middle  ground. 

Degree  or  Control  over  Retail  DisTiuBimoif 

Is  there  economic  justification  for  broadening  the  manufac- 
turer's functions  to  include  a  degree  of  control  over  retail  distribu- 
tion where  the  inanuf ncturer  himself  does  not  sell  directly  to  Ike 
consumer?  Obviously  no  such  right  arises  from  the  copsidffp 
tion  alone  of  the  merits  of  his  product  or  trade  mark,  because 
these  receive  their  valuation  and  are  paid  for  in  the  »ale  of  the 
goods  to  the  dealer.    If  such  a  right  cnsls  it  must  be  sought  for 


lD6  IThe  Annalb  of  the  American  AcademY 

not  in  the  presence  of  certain  qualities  which  the  manufacturer 
hms  attached  to  his  product,  but  in  any  service  whicli  the  manu- 
facturer may  render  in  aiding  the  retailer  to  find  a  market. 

Through  different  types  of  advertising  such  aid  is  often  given. 
As  regards  most  standardized  commodities  it  is  more  effective 
and  economical  for  the  producer  to  advertise  than  for  the  dealer. 
A  commodity  of  small  unit  value  which  no  dealer  could  afford  to 
advertise  may  easily  justify  the  expenditure  by  the  producer  of 
hundreds  of  thousands  in  advertising.  Equally  evident  is  the 
fact  that  many  commodities  could  never  be  manufactured  profit- 
ably were  it  not  for  the  large  scale  production  made  possible  by 
wide  advertising.  These  circumstances  prevailing,  it  must  be 
admitted  that  the  manufacturer  often  rightly  possesses  an  inter- 
est in  retailing  methods,  but  it  does  not  follow  that  thereby  the 
importance  of  the  retailer  is  diminished.  His  functions  have  not 
been  displaced  or  even  restricted.  They  have  only  been  sup- 
plemented. 

The  control  then  which  the  manufacturer  has  earned  is  one 
purely  of  degree.  The  true  price  maintenance  problem  is  not 
"Should  the  manufacturer  have  the  power  of  resale  price  control?" 
but  "  To  what  extent  should  the  manufacturer  have  the  power?" 
An  answer  indicating  the  minimum  and  maximum  limits  of  this 
extent  is,  for  practical  purposes,  sufficient. 

We  have  noted  that  in  many  cases  the  manufacturer  does  ac- 
tually share  in  the  creation  of  the  consumer  demand.  To  be  sure 
he  profits  from  this.  But  so  does  the  retailer.  For  the  retailer 
then  to  take  advantage  of  a  mutually  created  situation  to  sell  at 
a  price  which  reacts  injuriously  up)on  the  manufacturer  would 
seem  to  constitute  an  act  which  the  manufacturer  should  have  the 
power  to  prevent.  The  question  now  becomes,  "Does  every 
price  which  is  a  cut  price  react  injuriously  up>on  the  manufac- 
turer?" 

Types  of  Price  Cutting 

There  are  two  quite  distinct  and  totally  different  types  of  price 
cutting,  the  predatory  type  which  for  greater  exactness  we  shall 
term  "below  cost"  price  cutting,  and  "profit  yielding"  price  cut- 
ting. The  former  occurs  where  the  dealer  cuts  to  such  a  degree 
as  to  sacrifice  all  profits  on  the  article  cut.  His  purpose  is  to  make 
good    the    loss   by   gaining   increased    patronage.     The  profit 
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yielding  type  occurs  whtst  the  dealer  eitber  ae  a  veeiilt  o( 
economiei  created  by  his  own  efficimcy.  or  ae  a  reeult  of  ficei 
sivegroM  profite  allowed  by  the  manufacturer  ueoabled  to  cut  the 
priitf  somewhat,  but  continues  to  make  from  it  a  fair  profit  By 
far  tlie  greater  part  of  price  cutting  is  of  this  type.  Neverthe- 
less it  has  been  condemned  on  the  ground  that  it  is  only  the  fint 
H tA*p  in  an  epidemic  of  price  cutting.  But  why  should  it 
epidemic?  Why  cannot  the  practice  of  price  cutting  be 
to  that  type  called  profit  yielding? 

Granting  for  a  moment  that  this  can  be  done,  what  would  be 
the  effect?  It  would  amount  to  putting  a  premium  on  retailing 
tt!i( itncy,  and  encourage  a  general  diminishing  of  prion  in  pro- 
:  '  1  to  such  efficiency. — a  result  highly  to  be  denred  by  oon- 
Aiuong  the  price  cutters  themselves  could  appear  do 
motive  eventually  to  discontinue  handling  the  good,  and  with  re- 
spect to  their  competitors  only  the  inefficient  would  be  adversely 
affected.  Losses  to  the  manufacturer  from  their  disaflediQa 
would  be  more  than  met  by  increased  demands  from  the  efficient 
Yet  it  does  not  by  any  means  follow  that  any  given  dealer  by 
reason  of  modified  price  cutting  privileges  based  on  this  principle 
could  monopolise  the  sale  of  the  discounted  commoditieit  in  his 
community. 

Taking  an  average  competitive  district  under  present  coiidi- 
titms,  we  find  the  facts  supporting  this  conclusion.  On  the  dty 
lliK  k  where  the  author  lives  are  three  groceries  carrying  in  gen- 
eral the  same  brands,  but  having  totally  different  price  schedules. 
HiH*  maintains  pricx»s  fixed  by  the  manufacturer;  the  other  two 
<  ut  prices  but  not  unifomily.  The  maximum  price  store  in  this 
case  does  the  biggest  business,  as  it  gives  credit  accommodations, 
makes  deliveries,  and  has  a  selling  force  which  knows  how  toplease 
nistomers.  Of  the  other  two,  one  makes  deliveries,  but  restricts 
it^  credit  giving,  and  the  third  belongs  to  a  chain  whose  slogan  is 
**Cash  and  Carry.**  In  these  three  stores  prices  vary  as  one  would 
•  xiM'ct  Uiem  to  vary.  Any  well-known  trade-marked  food  com- 
UAxlity  which  can  be  found  in  one  can  generally*  be  found  in 
the  others.  Yet  a  price  variation  in  that  partictdar  commodity 
causes  not  the  slightest  dislocation  in  their  resptxHive  businiMses 
How  ludicrous  it  would  be  to  insist  on  absolute  uniformity  of  prioe 
in  these  stores,  even  though  they  are  less  than  astone*s  throwapart! 
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PUkdatort  Price  Cutting  Should  be  Prohibited 
It  seems  safe  to  state  that  as  a  rule  no  evil  can  come  to  the  man- 
ufacturer from  price  cutting  pro\ided  it  is  not  of  the  predatory 
type.  The  power  to  prohibit  the  latter  should  be  granted,  but 
with  respect  to  the  former  no  such  power  should  be  granted. 
Not  only  is  it  not  needed  for  the  manufacturer's  protection,  but 
it  would  lead  to  positive  evils : 

1.  It  would  prevent  the  utilization  of  any  means  external  to 
the  manufacturer  himself  by  which  prices  might  be  lowered. 
It  ignores  the  various  economic  conditions  in  which  different 
retailers  are  placed,  and  also  the  fact  that  retailers  are  not  the 
same  in  business  ability,  nor  are  their  business  opportunities  the 
same.  It  fails  to  take  account  of  the  varying  costs  of  operation 
resulting  from  such  dissimilarities.  And  reliable  data  prove  that 
cost  variation  is  not  confined  within  narrow  limits,  but  extremely 
wide  ones, — ^from  10  per  cent  to  30  per  cent. 

2.  With  respect  to  service  involved  in  retailing,  the  uniform 
price  fails  to  take  note  that  some  stores  are  forced  by  their  clientele 
to  furnish  prompt  and  expensive  delivery  service,  are  required  to 
give  expensive  credit  accommodations,  and  to  provide  costly  and 
elaborate  quarters  and  apparatus  for  the  gratification  of  their 
customers.  Obviously  such  stores  should  be  allowed  a  higher 
price  than  the  unpretentious  establishment  in  poor  and  meagre 
quarters,  affording  no  accommodation  whatever,  either  by  way  of 
credit,  or  delivery,  or  floor  service. 

S.  It  fails  to  take  note  of  the  widely  variant  transportation 
charges  which  the  goods  have  to  meet.  In  the  case  of  long  dis- 
tance transportation  of  heavy  goods,  the  freight  charges  would 
constitute  a  very  large  item  of  expense.  Price  maintenance 
would  compel  all  customers  to  bear  the  charge  proportionally, 
regardless  of  their  location,  and  as  the  territory  of  distribution 
widened,  the  price  would  come  to  include  a  virtual  rebate  to  the 
more  distant  consumers  at  the  expense  of  the  others. 

4.  Unmodified  price  maintenance  would  tend  to  make  more  easy 
the  attainment  without  economic  justification  of  virtual  monopoly 
on  the  part  of  manufacturers. 

It  is  claimed  that  all  specialty  manufacturers  would  continue 
to  meet  competition,  that  the  rivalry  between  brands  and  trade- 
marks cannot  be  affected  by  price  maintenance.     "Why,"  say 
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they.  "  should  oompeiiiion  betweco  Ivory  Soap  and  Fairy  Soap 
be  any  Uie  less  with  both  Hijbj<*ct  to  the  fiwd  price?**  The  rtp^ 
is  that  there  is  in  price  iiiainti*fuincir  nothing  inherently  iyfyyftfffti 
to  manufacturers*  coin|)etitioii.  but  adiiiimaun  of  this  point  doea 
not  refute  the  equally  evident  fact  tiiat  price  maintmanor,  while 
not  preventing  couipi*tition.  does  create  coodttiotii»  which  daa- 
courage  competition.  Placing  unquestioiied  mpon»ibility  on  IIm 
manufacturer  to  fix  not  only  his  price  to  the  jobber,  but  the  price 
to  tlie  retailer  and  the  consumer  would  so  simplify  Ibe  attain- 
ment of  a  combination  or  agreement  tiiat  om*  of  a  moat  informal 
nature  between  two  or  tlu^ee  men  would  in  nuuiy  case*  suffice  for 
its  reaiiaation.  The  motive  for  such  an  agreement  betweoB 
|M)\v.rfnl  « MjniH^titcrs  would  be  ever  present.  To  place  this 
iuuUm  wiLiiui  :»ucii  easy  reacJi  of  itii  incarnation  would  not  in  the 
long  run  be  conducive  to  tlie  l>est  interesta  either  of  the  public 
or  of  the  nmjority  of  producers.  Such  a  conviction  is  strength* 
ened  by  the  consideration  that  price  maintenance  has  advantages 
only  for  the  manufacturer  whojic  commodity  is  already  well 
( >tablij>hcd  in  the  market,  as  the  predatory  price  cutting  is  found 
only  in  connection  ^ith  widely  known  goods.  Paradoxical  as 
it  Tiui y  seem,  it  is  not  only  of  value  merely  to  the  strong*  but  what 
1^  t  (liially  distinctive  its  value  increases  in  a  progreaiive  ratio  as 
the  reputation  of  the  producer  increases.  Price  maintenance  in 
\hv  hands  of  an  individual  or  a  group  dominant  in  Xlw  nuirket  by 
tin-  power  which  it  aflfords  o\'er  retailing  <x>ndiUonji  given  to  its 
owner  an  added  advantage  disproportionate  to  the  justified  eco- 
nomic advantage. 

5.  Furtlier  it  must  be  objected  that  price  maintenance  do- 
nates to  the  manufacturt*r8  full  powers  over  the  distributors,  but 
fails  to  provide  for  any  material  restriction  of  the  numufacturers 
themselves.  Not  yet  can  it  hv  said  that  all  virtue  madea  in  Ike 
manufacturers,  and  all  vice  in  tiie  dealers,  nor  can  it  be 
maintained  that  economic  forces  can  be  depended  upon  to 
the  producers  while  the  same  forces  fail  utterly  in  the  proper  go\*- 
cmance  of  the  dealers. 

6.  One  of  the  gravest  objections  to  be  brought  against  unmod* 
ified  price  maintenance  is  that  it  would  tend  to  cr>-stailise  the 
distributive  aystem  and  make  practically  impoMlhlf  any 
that  mi^t  lesaeo  the  cost  of  distribution.     The 
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between  producer's  cost  and  consumer's  cost  is  too  large.  That 
fact  is  a  matter  of  jB^ave  concern,  and  innovations  aimed  at  its 
rt^iuction  should  not  be  discouraged.  Perhaps  the  chains,  the 
mail  order  houses,  the  department  stores,  the  cottperative  associa- 
tions, and  the  buying  exchanges  will  contribute  somewhat  to 
the  solution  of  the  problem.  Price  maintenance  aims  a  blow  at 
nil  of  them.  It  is  difficult  to  see  how  it  would  fail  to  oppose  every 
tendency  toward  transforming  the  present  distributive  system 
or  reducing  the  costs  thereof,  unless  such  tendency  emanated 
from  the  producers  or  especially  favored  their  interests. 

A  modified  form  of  price  maintenance  which  is  opposed  only 
to  the  predatory  type  of  price  cutting,  which  permits  price  varia- 
tions within  the  definite  limits  of  cost  variations,  meets  none  of 
the  above  objections,  and  as  has  already  been  briefly  indicated 
would  be  productive  of  positive  benefits.     It  might  be  attained 
by  placing  in  the  hands  of  the  manufacturer  p)ower  legally  to 
prohibit  the  cutting  of  prices  below  the  margin  which  covers  the 
cost  of  handling  the  commodity  in  question.     A  standard  form 
of  accounting  should  be   prescribed  for  all  dealers  desirous  of 
cutting  prices.     Upon  properly  authenticated  cost  data,  period- 
ical classifications  of  such  dealers  might  be  made  and  minimum] 
schedules  of  prices  arrived  at  for  each  class.     Rough  classifica- 
tions should  also  be  made  of  commodities  based  upon  normal  I 
differences  in  rate  of  turnover,  degree  of  p)erishability,  suscepti- 
bility to  seasonal    demand  variations,  etc.     To  each   class  of] 
dealers  should  be  allotted  a  corresponding  schedule  of  commodity  | 
classifications.     In  this  way  both  the  Scylla  of  rigid  price  main- 
tenance and  the  Chary bd  is  of  predatory  price  cutting  may  be] 
avoided. 


Competition  and  Combination 

By  B.  M.  Akdcmon,  Jr. 
New  York  Otj 

np HE  pressure  of  war  emcfgcnciet  has  brought  a  laife  part  ol  tht 
^  world  to  accept  an  extreme  public  oootrol  of  burinev  and 
fioiioiiiic  activities.  So  far  has  tiiis  gone  in  some  places  and  in 
some  industries  that  it  is  diflicult  to  distinguish  it  from 
sodaUsm.  •  Public  control,  involving  •  combination  and 
tration  and  systematic  organization  of  industries,  has  proved 
ofTt^tive  during  the  war  than  most  of  us  would  have  antidpaicd. 
The  problem  is  now  presented  as  to  whether  we  shall  go  back  to 
the  old  system  of  competitive  free  enterprise  so  fttmtifHy 
congenial  to  English  and  American  tradition  :and  so  wdl 
tt^te<l  in  the  marvelous  development  of  economic  life  in  England 
and  the  United  States  before  the  war,  or  iriiether,  as  a  result  of  our 
war-time  experience,  we  shall  seek  to  preserve  a  large  part  of  the 
organization  built  up  by  the  war.  There  is  a  strong  sentiment  for 
continuance  of  the  government  control  of  the  railroads,  and  there 
is  a  n*\ival  of  sentiment  in  favor  of  large  scale  industrial  combina- 
tions subject  to  government  regulation.  There  is  no  considerable 
hcxly  of  sentiment  in  favor  of  the  old  unregulated  monopolistic 
trusts,  but  there  is  considerable  sentiment  in  favor  of  industrial 
combinations  which  shall  eliminate  competition,  and  mhich  shaU 
be  prevented  from  injuring  the  public  through  regulation  by  such 
a  body  as  the  Federal  Trade  Commission.  It  is  worth  while* 
therefore,  to  reexamine  the  factors  involved  in  the  competitive 
system,  and  to  see  whether  the  arguments,  which  English  and 
American  economists  have  commonly  offered  in  favor  of  competi- 
tion, retain  their  validity  under  present  day  conditions. 

BuaiNXBB  Profits  and  Social  Wxlfabs 

It  will  help  to  get  the  matter  before  us  if  we  itmidrr  sooie  of  the 
claims  made  by  the  defenders  of  unregulated  moDopoly  nt  an  ear- 
lier period  in  our  history,  and  particularly  the  claims  presented  in 
Uie  once  popular,  prospectuses  of  the  trust  promoUn.  We  shaH 
analyse  these  claims  from  two  points  of  view;  (a)  FVom  the  stand- 

SSI 


202  The  Annals  or  the  American  Academy 

point  of  the  men  inside  the  combination,  and  (b)  from  the  general 
social  point  of  view,  or  the  pwint  of  view  of  the  country  as  a  whole. 
In  general,  under  competitive  conditions,  whatever  makes  for 
business  profits  makes  also  for  the  welfare  of  the  country.  The 
successful  business  man,  who  is  playing  the  game  fairly,  is  success- 
ful because  he  creates  wealth,  and  creates  wealth  more  eflBciently 
than  other  men  can  do  it.  Where  we  have  monopolistic  combina- 
tion it  still  remains  true  at  points  that  business  profits  are  a  mark 
of  social  service,  but  at  other  points  this  is  clearly  not  the  case. 
In  what  follows  we  shall  undertake  to  see  how  far  the  interests  of 
the  monopolistic  combination  and  the  general  public  Are  alike  or 
are  divergent. 

In  considering  this,  we  must  distinguish  sharply  the  advantages 
of  large  scale  production  from  those  of  combination  as  such — 
technical  bigness  in  a  given  plant  is  one  thing,  while  the  financial 
consolidation  of  many  big  plants  is  a  different  thing.  A  list  of  the 
advantages  claimed  by  the  trust  "promoter"  follows: 

1.  Power  over  prices;  power  to  raise  prices  and  to  keep 
them  steady. 

2.  Power  over  labor;  power  to  control  unions  and  to  pre- 
vent strikes. 

3.  Power  over  jobbers  and  other  middlemen;  power  to 
compel  them  to  pay  promptly;  power  to  refuse  to  allow 
their  claims  for  shortages  and  damaged  goods,  etc. 

4.  Power  over  the  producer  of  raw  material  (sometimes 
stated  simply  as  the  ability  to  buy  more  cheaply  because 
bujring  in  larger  quantities). 

I  assume  that  little  question  will  be  raised  but  that  virtually  all 
these  advantages  of  combination  are  socially  disadvantageous, 
and  it  may  be  assimied  that  in  any  new  movement  of  combination 
under  government  regulation,  the  effort  will  be  made  to  curb  the 
power  of  combinations  at  these  points.  Some  question  may  be 
raised  as  to  whether  the  monopolist's  power  to  keep  prices  steady 
is  a  bad  thing,  although  clearly  the  power  to  hold  up  prices  in  a 
period  of  depression  is  undesirable,  since  one  important  factor  in 
relieving  depression  is  such  a  decline  in  prices  that  new  buying 
is  called  forth. 

Concession  must  be  made,  too,  to  the  principle  that  there  is 
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flOcU  eoonomy  in  whoksale  buying  (item  4  in  Um  Ufl)  in  ao  far  m 
it  comes  from  eliminating  unncccaaary  handling  of  the  gooda.  Of 
coune,  where  it  cornea  through  opprwaion  of  the  aalloi,  it  ia  ovfl. 
The  advantage  of  wholeaaie  buying  b  one  thmt  doea  not  grow  in- 
definitely. It  makea  large  acale  productioii  mote  advantageoM 
than  tfmail  scale  production,  but  after  a  buaineaa  unit  haa 
large  enough  to  have  efficient  management  and  to  make 
on  A  conaidcrable  acale,  it  doea  not  gain  much  by  f  urthtf  gmwtli, 
so  far  as  cheap  buying  is  cooocmed. 
To  rcsunio  the  list: 

5.  The  big  firm  can  utilize  by-products  which  are  wasted 
by  the  small  producer. 

But  this  is  merely  an  argument  for  large  scale  production.  No 
iiniit  should  be  placed  on  the  size  of  tlie  individual  plant;  but 
this  does  not  require  financial  consolidation  of  many  big  plants. 

6.  There  is  a  gain  from  the  integration  of  different  ttagM 
in  the  same  line,  as,  for  ezamplOy  where  by  combining  dif- 
ferent stages  in  the  manufacture  of  ateel  yoo  are  able  to 
put  the  metal  through  several  processes  without  allowing 
it  to  get  cold. 

But,  pretty  obviously,  this  is  again  merely  an  aigumcnt  for 
tiyhniral  bigness  of  a  single  organisation  in  a  single  hxality.  It 
means  nothing  as  an  argument  for  combining  different  plants  in 

•  iifTrrent  localities.     It  is,  further,  in  no  sense  an  argument  for 
t)M  combination  of  eofli|M(iiig  producers  in  the  aoaia  stage  of  pro- 

•  i'K  lion. 

7.  Where  you  have  several  competing  firma,  each  wM 
have  a  few  patents  covering  certain  parts  of  the  proceea  of 
manufacture,  while  the  others  will  have  patents  covering 
other  parts  of  the  process.  None  will  be  at^e  to  use  the 
best  methods  at  all  stages  of  production  beowe  ef  Ihe 
monopoly  by  others  on  the  patented  processes.  If  they 
combine,  however,  then  all  plants  can  use  all  of  the  patents. 

Plausible  at  first,  this  argument,  upon  analysis,  prrsenta  curi- 
ous features.  It  says  in  effect:  **Moiiopoly  in  patmts  is  a  bad 
thing;  let  us  remedy  it  by  getting  a  moDopoly  of  the  whole  buai* 
ness!**    The  logical  coodusion  of  the  argument  would  be  the 
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throwing  open  of  all  patents  to  all  producers.  It  is  an  argument 
against  the  original  theory  of  the  patent  itself.  A  patent  is 
useful  to  its  owner  only  in  so  far  as  i^  gives  him  a  differential  ad- 
vantage over  rivals  who  are  trying  to  perform  similar  services 
It  presupposes  the  possibility  of  competition.  If  all  the  produ- 
cers in  a  given  line  are  in  combination,  then  the  idea,  unpatented, 
would  be  just  as  useful  as  if  it  were  patented.  The  theory  of  the 
patent  is,  of  course,  to  stimulate  invention  by  giving  the  inventor 
a  chance  at  profits  from  which  others  are  excluded  as  compensa- 
tion to  him  for  his  risk  and  trouble  as  inventor. 

Conceding,  however,  the  desirability  of  having  all  the  pro- 
ducers in  a  given  line  make  use  of  all  the  patents,  it  by  no  means 
follows  that  combination  among  them  is  necessary.  The  plan 
of  throwing  all  patents  open  to  all  who  care  to  use  them  upon-  the 
payment  of  a  royalty  (the  same  rate  to  all)  to  the  inventor,  would 
accomplish  the  end  in  view  equally  well,  and  would  leave  the  spur 
of  competition  as  a  means  of  forcing  into  immediate  use  all  really 
useful  inventions.  It  would  further  assure  the  inventor  of  a  real 
reward  when  his  patent  is  put  into  use. 

8.  Competing  firms,  it  is  argued,  have  large  advertising 
expenses  which  are  counted  as  part  of  cost  of  production, 
and  raise  the  prices  of  goods.    A  monopoly  can  dispense 
with  much  of  this  advertising.     Tremendous  figures  in  dol- 
lars and  cents  are  given  in  connection  with  this  argument, 
and  the  implication  of  a  tremendous  social  waste  is  seem- 
ingly taken  for  granted. 
It  may  be  true  that  monopolies  have  to  advertise  less  than  com- 
petitive firms  do  and  so  can  save  a  considerable  expense.     It  is 
not  clearly  in  evidence,  however,  that  monopolies  have  refrained 
from  heavy  advertising.     But  granting  the  theory,  it  by  no  means 
follows  that  society  at  large  would  be  saved  the  sums  involved. 
What  competition  takes  with  one  hand,  it  restores  with  the  other. 
The  consumer  pays  more  for  the  advertised  goods;  granted  for 
the  sake  of  argument.    But  he  also  pays  vastly  less  for  news- 
papers, periodicals,  etc.     Competition  among  publishers  in  ex- 
panding their  circulations  so  as  to  get  advertising  has  compelled 
them  so  to  reduce  the  subscription  rates  to  their  papers  and  peri- 
odicals that  the  purchaser  often  gets  them  for  less  than  the  cost 
of  the  paper  on  which  they  are  printed.    The  social  cost  of  ad- 
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vertinng  is  simply  the  Ubor  of  type-«ettm,  the  labor  of  advcr- 
tisiBg  writers,  the  paper  and  ink  used  in  printing  advertfaeiacnta, 
etc.— a  vastly  smaller  cost.than  the  amounts  paid  for  adf  tlshg 
would  mdicate.  And  the  educational  gain  that  ccmica  f^om  fQcii 
a  wealtii  of  cheap  reading  matter— making  all  mnfrasicmi  that 
any  one  demands  as  to  the  cheap  (ptaUt^  of  much  of  the  reading 
matter! — is  incalculable.  Beaides*  the  advertising  itself  is  a  real 
social  gain.  It  stimulates  wanii — and  wants  are  the  staun  that 
keeps  social  progress  going.  It  is  as  much  m  the  multiplicity 
and  insistence  of  his  wants  as  in  an>l}nng  else  that  ctviliacd  man 
is  superior  to  the  savage.  Advertising,  moreover,  communicates 
information.  Purchasers  and  producers  do  not  get  together  ao* 
tomatically.  There  is  no  way  by  which  marketing  can  be  pee* 
vented  from  being  an  expensive  and  a  difficult  matter,  requirii^ 
the  efforts  of  great  numbers  of  men  and  the  anxious  thou^t  and 
attention  of  the  ablest  minds  in  the  industrial  world. 

9.  Combination  enables  a  business  to  discharge  numer- 
ous traveling  salesmen,  and  impreaaivo  figures  have  been 
offered  to  show  how  much  is  thereby  saved. 

That  the  combination  does  save  thereby  is  for  the  argument** 
sake  admitted,  and  that  there  is  some  sociai  saving,  after  the  dis- 
<  liar^'cd  salesmen  get  to  work  at  something  else,  is  also  admitted. 
Hut  it  is  denied  that  the  social  saving  is  n^  by  any  means.  For 
the  traveling  salesman  is  a  dynamic  social  agent.  He  spreads 
ideas;  he  keeps  the  trade  up  to  standards;  he  aids  in  making  the 
country  socially  homogeneous;  he  breaks  up  prox-inctalism  and 
traditional  methods  of  doing  business.  He  is  of  special  service 
to  young  business  men  in  small  communities.  Moreover,  per- 
sonal solicitation,  however  costly,  is  very  necessary  in  many  lines 
of  business.  This  has  been  strikingly  illustrated  in  the  cxpenencr 
of  state  insurance  in  >yisconsin. 

10.  Combinations  can  save  croaa-freighta,  which  under  a 
competitive  system  are  likely  to  occur. 

Now  it  is  diOicMilt  to  deteniiine  Uie  extent  to  wliich  aiich  cnm 
shipments  have  taken  pUce  under  the  competitive  system.  Tbe 
presumption  is,  of  course,  that  if  a  New  York  firm  really  has  goods 
just  as  good  and  cheap  as  a  Chicago  firm,  it  can,  with  the  freight 
item  in  its  favor,  undersell  the  Chicago  firm  in  the  kical  maikrt 
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But  the  argument  that  follows  applies,  whether  the  amount  of 
cross-freights  is  large  or  small.  The  saving  on  this  point  may  be 
big  in  dollars  and  cents  to  the  combination;  socially  considered, 
it  is  subject  to  a  substantial  discount.  The  reason  is  that  the 
railroad  business  is  a  business  subject  to  the  "law  of  diminishing 
coats.**  Given  the  expensive  roadbed,  given  the  terminals,  given 
the  train  crews  and  rolling  stock,  given  the  oflBce  organization, 
there  b  a  huge  expense,  a  fixed  expense,  whether  the  transporta- 
tion business  done  is  large  or  small.  A  train  may  run  full  almost 
as  cheaply  as  empty.  A  track  may  be  used  twenty  times  a  day 
almost  as  cheaply  as  once  a  day.  Extra  business  does  increase 
the  variable  expense,  but  it  does  not  increase  that  tremendous  item 
in  the  railroad's  bookkeeping,  the  fixed  expense. 

This  counter  argument  is,  of  course,  not  applicable  in  a  period 
<rf  war,  when  the  railroads  are  working  at  maximum  capacity, 
nor  is  it  applicable  in  a  section  where  population  is  dense  and  rail- 
roads normally  run  at  something  like  full  capacity.  But  in 
normal  times  for  the  great  part  of  the  country  it  is  a  valid  counter 
argument.  The  net  saving  from  elimination  of  cross-freights  is 
only  the  variable  expense  of  the  transp>ortation  concerned,  and 
not  the  whole  of  the  freight  charges  involved. 

II.  The  combination  need  make  no  extensions  of  credit 
and  so  gets  along  with  less  capital  than  the  separate  firms 
require,  thus  saving  interest. 

True,  but  on  the  other  hand,  the  jobbers  and  retailers  must 
then  use  more  capital,  paying  interest  for  it  often  at  higher  rates 
than  the  manufacturer  charges,  so  that  an  even  larger  interest 
charge  enters  into  the  price  that  the  consumer  pays,  and  there  is 
no  social  saving  of  capital. 

In  general  conclusion  on  this  point,  it  may  be  said  that  many 
of  the  gains  of  the  combination  are  clearly  socially  disadvanta- 
geous, representing  merely  subtractions  from  the  incomes  of  other 
elements  of  society  in  exact  proportion  to  the  monopoly's  gain; 
that  many  others,  in  so  far  as  legitimate,  come  not  from  com- 
bination as  such,  but  merely  from  large  scale  production  in  the 
single  plant;  that  of  those  gains  which  come  directly  from  com- 
bination through  the  elimination  of  "competitive  wastes,"  virtu- 
ally all  are  subject  to  a  substantial  discount  before  they  can  be 
reckoned  as  social  gains,  and  many  are  socially  illusory.     Further, 
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as  against  theae  and  all  similar  argumenU,  are  to  be  put  thm  Camil* 
iar  doctriiiea  of  English  and  Ammcan  ecoeoiaki  aa  to  the 
la  ting  effect  of  competition,  the  great  maiDipriiig  of 
progress,  and  the  fact  that,  other  things  aqval,  siaa  b  a 
trading  to  unwieldiness  and  red  tape. 

In  the  argument  that  has  preoeded,  it  baa  1 
conciHied  that  the  claims  of  the  trust  promotars  aa  to  Ibo 
gains  of  combination  are  valid.  But  this  rnnnrashm  need  not  be 
made.  It  is  certainly  undemonstrated  that  any 
been  successful  because  of  its  economies  alone.  The 
trusts  have  been  successful  primarily  through  mooopoly  which 
they  have  secured  by  means  other  than  the  eoooomiea  of  OOBI- 
hination.  and  there  are  numerous  wrecks  in  the  history  of 
in  caik^  where  through  failure  to  get  mooopoly  the  big 
found  itself  unable  to  hold  its  own  with  less  dumsy  competitors. 
Professor  E.  S.  Meade  of  the  University  of  Penn5>'lvania  main- 
tains vigorously  in  the  April,  1912,  number  of  the  Jcmmal  4(f 
Poiitical  Economy  that  from  the  angle  of  busiuew  pfofit  itaeif* 
the  old  trust  did  not  make  good,  and  offers  detailed  statistical 
evidence  for  his  view. 

On  the  whole,  therefore,  we  conclude  that  while  combinatioo 
of  a  technical  sort,  the  combination  which  nudces  for  large  scale 
production,  the  combination  which  nudces  possible  the  full  utiliaa- 
tion  of  by-products  or  other  technical  advantages,  may  be  trusted 
to  go  as  far  as  business  men  care  to  take  it,  the  public  welfare  is 
best  served  by  an  avoidance  of  the  financial  combination  of  com- 
fx'tin?  plants,  especially  when  located  in  different  cities,  which 
arc  engaged  in  the  same  stage  of  production  of  a  given  commodity. 

Financial  Combination   of   Weak   BABOAoaBS 

Limitations  on  this  doctrine,  however,  must  be  admitted.  If- 
the  unit  of  production  is  very  small,  too  small  to  have  satisfactory 
banking  connections,  too  small  to  have  satisfactory  marketing 
facilities,  and  too  snmll  to  have  adequate  business  directioo,  a 
certain  degree  of  combination  may  very  well  be  advaalageow. 
Thus  farmers,  particularly  those  engaged  in  producing  petiahaMe 
products,  may  well  find  it  desirable  to  form  organisations  of 
sufficient  ma^itude  to  enable  them  to  hire  a  competent 
representative  and  to  enable  them  to  ship  their  produda  in 
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load  lota.  It  may  even  be  worth  their  while  and  of  advantage  to 
the  community  as  a  whole  for  such  an  organization  to  have  repre- 
sentatives of  its  own  in  central  markets. 

Lftborers  similarly  are  in  general  poor  bargainers  as  individuals. 
Labor  organization  is  essential  if  laborers  are  to  be  able  to  sell 
their  perishable  product,  the  day's  work,  on  satisfactory  terms. 
With  labor  organization,  something  of  business  abihty  can  be 
introduced  into  the  marketing  of  the  laborer's  product.  With 
the  accimiulation  of  reserve  funds  by  the  unions,  the  laborer  is 
placed  in  a  position  where  he  can  finance  his  operations  better 
and  need  not  make  a  forced  sale  in  an  unsatisfactory  market. 

Such  farmers' and  laborers' combinations  as  are  here  commended 
need  not  and  should  not  involve  the  element  of  monopoly.  An 
organization  of  all  the  producers  of  fresh  vegetables  for  winter 
consumption  in  the  country  covering  Florida,  Louisiana,  Texas, 
and  other  places,  might  easily  become  pernicious.  An  organiza- 
tion of  all  the  laborers  of  the  (Country  might  easily  become  exceed- 
ingly tyrannical.  Li  England,  organized  labor  has  gained  such 
strength  and  coherence  that  it  has  been  able  to  force  upon  the  in- 
dustry of  England  certain  exceedingly  vicious  practices,  particu- 
larly that  of  a  systematic  curtailment  of  output.  Under  the 
pressure  of  war  needs,  the  English  unions  temporarily  surren- 
dered this  practice,  but  they  are  now  resuming  it.  We  must  avoid 
allowing  this  principle  to  go  further  in  American  labor  organiza- 
tion. Mr.  Schwab  is  giving  sound  advice  to  labor  here,  pointing 
out  that  the  American  business  man  twenty  years  ago  operated 
on  the  same  theory,  seeking  to  form  monopolistic  combinations 
which  would  keep  prices  up  by  restricting  output,  but  that  the 
American  business  man  has  been  forced  by  law,  public  sentiment, 
and  his  own  good  judgment  to  surrender  these  methods.  He 
advises  labor  that  it,  too,  must  eliminate  them. 

The  advantages  of  financial  consolidation  to  facilitate  marketing 
and  to  give  better  credit  standing  at  the  banks  are  Umited.  In  the 
matter  of  borrowing,  a  well  organized  wholesale  dry  goods  house, 
with  half  a  million  to  a  million  dollars  of  capital  and  surplus,  can 
probably  borrow  as  cheaply  at  the  biggest  banks  of  New  York  as 
the  United  States  Steel  Corporation  can.  A  house  with  $100,000 
capital  might  have  greater  difficulty  in  establishing  a  satisfactory 
New  York  connection.    But  size  need  not  go  very  far  in  most  cases 
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to  give  the  neoeiMry  prestige  and  tftability  aod  buripcw  ability 
which  the  banker  demands. 

COMBniATION  V8.   MlDDLBICAlf  Hf  PoUDOlf  TKAOX 


Is  combination  for  marketing  more  newary  in  foreign  than  in 
domestic  trade?  The  extent  to  which  it  is  newary  depends  very 
greatly  upon  the  quality  and  character  of  the  niiddkma&  w1k> 
might  be  employed  in  lieu  of  combinstion.  Commisiio 
jobbers  and  other  middlemen  provide  all  the  marketiDC 
lion  which  many  businesses  need.  In  very  many  oases  indeed^ 
they  supply  much  more  satisfactory  facilities  than  a  combine  oouM 
form  for  itself.  Many  London  commission  houses,  for  ciamplr, 
deal  so  justly,  so  uprightly,  so  intelligently  with  shippers  from  the 
other  side  of  the  earth,  that  those  shippers  would  br  ill-advind, 
as  a  rule,  to  establish  independent  selling  agencies  in  London.  So 
well  established  is  the  reputation  of  these  London  houses  that  a 
Hhipper  in  Java  or  China  vnll  regularly  "consign"  goods  to  them 
^iUiout  prior  arrangements.  When  the  goods  arrive  in  London, 
they  ^411  be  taken  by  the  London  commission  houses  and  sold  at 
once  if  the  market  is  right,  or  else  made  the  basis  of  a  loan.  The 
goods  may  be  of  uneven  quality,  in  which  case  the  oonunistton 
house  will  sort  them  into  different  grades,  or  it  may  even  blend 
them  with  products  from  another  country. 

Apart  from  the  commission  house,  there  is  the  "export  house.'* 
The  export  house  buys  and  sells  on  its  own  account.  Such  houses 
may  have  their  own  ships  as  well  as  their  selling  agents  abroad, 
and  may  even  engage  in  banking  business  as  well  as  in  buying  and 
selling  commodities.  They  may  have  built  up  tiirough  a  genera- 
tion an  intimate  knowledge  of  credit  conditions  in  a  foreign 
country  which  a  new  combine  could  not  get  in  a  shoK  time.  They 
deal  in  many  commodities,  where  the  combine  would  deal  in  only 
one.  They  will  have  facilities  for  securing  return  cargos  which  tiir 
combine  would  lack,  and  so  will  have  marked  advantage  over  the 
combine  in  cheapness  of  transportation .  ^ 

There  is  one  general  consideration  which  should  give  us  pause  in 
contemplating  great  combinations,  involving  many  millions  of 

*Sm  the  sdmirable  paper  by  W.  P.  Gniias  oo  'X:o0pmliir»  Sdliag  v*. 
the  Middleman  in  the  Upboiklii«  of 
WorU.  1S17. 
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capitAl,  engaging  in  foreign  trade.  Indi\idual  traders,  operating 
on  a  moderate  scale,  are  unlikely  to  lead  their  governments  into 
political  friction  with  the  governments  of  other  countries.  If, 
howev'er,  trade  is  to  be  organized  on  a  vast  scale,  •with  a  few  great 
combinations  representing  England,  America,  Germany  and 
France,  seeking  to  dominate  the  various  foreign  markets,  the 
possibilities  of  friction  are  very  great.  Before  the  war,  England 
and  America  largely  relied  on  the  merchants'  playing  a  compara- 
tively lone  hand,  engaging  in  trade  abroad  on  the  same  general 
basis  as  they  engaged  in  trade  at  home.  Germany,  on  the  other 
hand,  had  organized  great  combinations  closely  affiliated  with  the 
banks  and  the  government  whose  purposes  were  as  much  political 
as  economic,  and  which  indeed  often  subordinated  profit  to  the 
prospect  of  extending  German  political  influence.  While  tliis 
consideration  should  not  lead  us  to  look  with  disfavor  on  foreign 
trade  combinations  where  such  combinations  clearly  serve  business 
ends  of  a  legitimate  sort  and  avoid  the  effort  to  secure  monopoly, 
it  should  still  make  us  cautious.  We  want  a  peaceful  world  after 
the  war. 

The  Webb  Act,  authorizing  combinations  in  foreign  trade,  sub- 
ject to  regulation  by  the  Federal  Trade  Commission,  does  not 
contemplate  that  such  combinations  should  give  American  pro- 
ducers monopolistic  position  in  foreign  countries.  We  have  no 
intention  of  foisting  on  foreign  countries  the  evils  from  which  we 
have  freed  ourselves.  None  the  less,  it  is  probable  that  the  Webb 
Act  would  not  have  been  passed  but  for  exaggerated  fears  of  a 
trade  war  following  German  methods  after  the  war,  and  our  com- 
plete victorj^  over  Germany  has  removed  most  of  the  dangers 
which  the  Webb  Act  was  designed  to  meet.  Our  Allies,  lijcewise 
weakened  by  the  war,  would  not  be  strong  enough  to  drive  us  out 
of  foreign  markets  if  they  chose,  and  if  we  meet  them  half  way  in 
the  matter  of  fair  policy  in  foreign  trade,  they  will  have  no  dis- 
position to  do  so. 

Organization  under  the  new  Webb  Act  has  already  gone  so  far 
that  the  best  public  service  will  consist,  perhaps,  not  in  opposing 
it,  but  in  pointing  out  certain  difficulties  which  it  may  encounter 
and  mistakes  which  it  should  avoid.  It  differs  from  the  old  com- 
bination movement  within  the  country  in  two  important  particu- 
lars.    In  the  first  place,  it  retains  separate  management,  separate 
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oontrol,  and  full  competitioD  Among  the  uniU  witliin  ^r  gre^t 
domestic  market.  In  the  second  place,  Uiough  the  Webb  Ad  al- 
lows combination  ^nth  respect  to  marketing  of  American  products 
in  the  fortMpi  fi(*ldM,  it  .ntill  rctaimi  a  fair  field  for  such  American 
producers  a^  do  not  care  to  enter  the  combine  in  the  foreign  field, 
and  it  leaves  competition  bet^reen  American  produoers  and 
fortMgn  producerK  in  the  foreign  field.  It  amounts  practicrijyioa 
substitution  of  a  producers'  selling  agency  for  the  iiukpendait 
middleman.  It  does  not  involve  the  elimination  of  the  middle* 
man,  if  and  when  he  is  able  to  convince  the  American  prodi 
that  he  can  perforin  services  for  him  more  efficiently  than 

he  produc(*r8*  si*lling  agency.  The  opinion  has  been  recently 
<  xpressed  by  one  of  the  leaduig  export  houses  that  so  far  as  that 
house  is  oonct*med,  it  welcomes  the  new  combinations,  feeling  that 
they  w\\\  help  advertise  American  products,  and  feeling  sore  abo 
that  the  ex]H>rt  house  will  get  a  considerable  portion  of  the  business 
even  of  the  new  combines. 

Where,  however,  the  combines  are  organised  on  a  vast  scale 
invohnng  practically  all  the  producers  in  America,  tlieir  power  in 
the  foriMgn  market  may  become  so  great  that  counter-combina- 
tions on  tiie  part  of  oUier  countries  are  readily  invited.  In  par- 
ticulairjt  is  probable,  as  seems  already  to  have  been  the  case  in  one 

iii|)ortant  instancH*,  that  foreign  combinations  of  buyers  may  be 
lormed  to  meet  the  American  combination  of  seUers.  Where  this 
is  the  case,  a  very  significant  diange  in  the  character  of  foreign 

<  >nuiierce  takes  place.     There  is  no  longer  a  free,  open  market  in 
N\  hieh  hundreds  of  buyers  and  sellers  daily  work  out  flexible  ad- 
•iistments  of  prici»s,  but  rather  the  determination  of  prices  becomes 
matter  of  semi-diplomatic  negotiations  between  high  contract- 
in-  }  ;nti.-      If  both  sides  are  reasonable,  this  may  work  out  in 

ucii  tin  A  liy  Uiat  the  free  competitive  market  would  work 

lit,  but  L.  .  u  grave  danger  that  in  critical  perioiis  deadlocks 
may  come,  leading  to  prolonged  negotiations  during  which  a 

'ssation  or  great  restriction  of   production  and   export   take 
I'lace. 
On  the  other  hand,  where  combinations  under  the  Webb  Act 

xist  primarily  for  the  purpose  of  enabling  indixndual  American 
pi  '  ^  to  enter  unfamiliar  fields  which  they  (x>uld  not  enter  if 
ol    ^    .  to  bear  the  whole  marketing  and  advertising  expenses 
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alone,  peal  good  may  come  from  them,  and  at  all  events  we  may 
watch  the  new  experiment  with  interest. 

Where  Regulated  Monopoly  is  Inevitable 
Monopoly,  subject  to  regulation,  is  necessary  in  some  cases. 
Unregulated  competition  between  two  parallel  railway  lines 
eajiily  leads  to  a  cut-tliroat  competition  which  ruins  one  or  the 
other.  Unless  raibroads  are  fully  utilized — ^a  condition  which 
rarely  happens  except  under  such  unusual  conditions  as  the  war 
has  brought  about — additional  traffic  on  a  given  line  increases 
earnings  faster  than  costs,  as  we  have  seen.  Under  these  condi- 
tions, each  road  of  the  two  competing  parallel  lines  has  a  great 
incentive  to  steal  business  away  from  its  competitor  and  to  cut 
rates  and  to  give  rebates  in  the  process.  Similarly,  the  limitation 
of  space  in  a  city  street  would  make  it  undesirable  that  there 
should  be  parallel  competing  street  car  lines.  Competing  tele- 
phone companies  in  a  given  city  are  an  unmitigated  nuisance. 
In  these  and  other  cases,  there  is  virtually  concensus  of  opinion  that] 
monopoly  of  some  kind  imder  regulation  is  necessary. 

Monopoly  and  Socialism 

But  it  is  to  be  observed  that,  where  monoix)ly  of  this  kind  is] 
established,  even  under  public  regulation,  a  strong  political  tend- 
ency arises  for  a  further  step.     The  movement  becomes  strong  for] 
public  ovmershipy  as  is  instanced  in  connection  with  the  Americi 
railroad,  telegraph,  telephone  and  cable  systems  at  the  present  time. 

There  is  a  moral  to  be  drawn  from  this  fact  by  those  who  believe] 
in  the  system  of  private  prop)erty  and  free  enterprise.  Regula- 
tion of  business  by  the  government  easily  leads  to  the  deman< 
for  further  regulation,  and  finally  for  public  ownership.  H 
American  business  generally  should  organize  into  large  combina- 
tions subject  to  regulation  by  the  Federal  Trade  Commission,  il 
would  make  easier  the  task  of  the  socialist  in  his  advocacy  of  the 
"next  step."  By  and  large,  the  assertion  may  be  safely  made 
that  those  who  oppose  socialism  must  accept  competition.  Com- 
petition is  after  all  a  better  regulator  of  business  than  the  Federal 
Trade  Commission.  In  the  special  cases  instanced  above  of 
special  public  utilities,  we  reluctantly  give  it  as  inadequate  or 
imdesirable,  but  for  the  general  field  of  business,  it  is  the  one 
sure  principle  that  can  promise  progress,  efficiency,  reasonable 
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prioet,  and  continued  freedom  from  gOTcmmenUl  refr^Uticm  witli 
the  danger  of  ultimate  govfmmcnt  ownenUp. 

Even  for  theraOroada,  the  writer  is  oourinecd  that  phvsie  cnirr* 
priae  is  far  preferable  to  government  ownerthip.  In  a  couatrx 
iriiose  general  spirit  is  that  of  com|M*tilion.  we  may  rely  upon 
enough  impetus  from  the  general  buaineM  field  to  prevent 
lion  in  raihnoading  under  private  monopoly  subject  to 
regulation.  The  danger  of  stagnation  under  gorcnuncnt  owner- 
ship is  le«  easily  eliminated.  Private  enterprise  has  two  great 
advantages  in  connection  with  railroading  Ofver  public  ownershtp, 
which  must  be  strongly  stressed:  (1)  The  chrck  ol  the  bdaaee 
sheet.  A  government  can  afford  to  run  raifaroada  ineBkieutly 
because  it  can  make  up  the  deficits  throui^  taxation,  but  private 
enterprise  cannot.  (2)  A  government  railroad  is  much  more 
expoaed  to  unreasonable  demands  by  labor  than  is  a  private 
railroad.  But  neither  of  these  points,  nor  other  undoubted  evib 
of  government  ownership,  can  make  a  sufficiently  popular  appeal 
to  give  us  certainty  that  government  ownership  of  railroada  eaa 
be  averted.  The  writer  feels  reasonably  sure  of  his  generaKntion 
that  the  defenders  of  private  property  and  free  enterprise  must 
cling  to  the  competitive  principle  as  well,  or  else  be  unable  to 
make  adequate  resistance  to  tlie  socialist.  Given  competitiQn. 
the  present  social  order,  even  with  its  imperfections,  »  far  better 
than  any  system  which  the  socialist  might  propose  to  substitute 
for  it. 

Competition  is  a  term  which  is  not  always  understood  m  thr 
same  way.  To  many  critics  of  the  existing  social  order,  oooipr- 
dtion  appears  as  a  dreadful  nightmare,  a  bitter  struggle  for  exist- 
ence in  which  the  weak  and  helpless  are  ruthlessly  crowded  ouU 
They  see  in  it  merely  the  social  manifestation  of  the  Darwinian 
principle  of  the  "survival  of  the  fittest'*  of  "nature  red  in  tooth 
and  claw. "  In  point  of  fact,  competition  is  not  to  he  understood 
apart  from  what  has  been  termed  "the  le\'el  of  competlliao.** 
Competition  may  take  place  with  dubs,  the  stronger  savage 
braining  the  weaker  savage  and  taking  his  goods  from  him.  but 
competition  may  also  take  place  on  a  higher  plane.  A  prise  fight 
is  a  competition,  but  one  subject  to  rules.  The  fii^ter  nmit  not 
hit  bdow  the  belt,  he  must  not  use  his  teeth  or  hb  feet  b  the 
contest.    Within  the  HmiU  marked  out  by  the  rules,  he  vwy 
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exert  himself  to  the  utmost.  War  and  diplomacy  represent 
competitions  subject  to  rules.  A  general  may  use  heavy  guns, 
as  heavy  as  he  can  command;  his  men  may  shoot  accurately; 
they  may  use  the  most  powerful  explosives;  but  they  may  not 
poison  wells  or  fire  upon  a  flag  of  truce.  A  diplomat  may  bargain 
shrewdly  for  his  country,  but  he  must  not  treat  a  solemn  treaty 
as  a  scrap  of  paper.  It  may  indeed  be  said  that  the  greatest  sin 
against  civilization  is  hitting  below  the  belt,  and  that  the  great 
war  which  we  have  just  fought  through  to  victory  has  been 
fought  to  vindicate  that  principle;  that  Germany,  who  regarded  a 
solemn  treaty  as  a  scrap  of  paper,  who  poisoned  wells  and  fired 
on  hospitals,  is  an  outcast  against  which  the  whole  world  has 
allied  itself. 

Similarly,  in  business  competition,  there  is  a  social,  moral  and 
legal  level  of  competition,  enforced  by  trade  practices,  by  public 
sentiment,  and  where  need  be  by  the  law.  Handicaps  put  equally 
on  all  competitors  constitute  a  burden  to  none.  If  all  are  pro- 
hibited from  employing  unfair  practices,  none  are  handicapped. 
Unregulated  competition  may  easily  lead  to  sad  conditions.  Thus 
in  the  laundries  of  New  York  City  some  years  since,  women  were 
working  long  hours  in  wet  cellars  filled  with  steam.  Pneumonia 
and  tuberculosis  were  frequently  found  among  them.  Humane 
men,  employers  of  these  women,  asked  to  better  the  conditions, 
correctly  replied  that  they  were  helpless;  that  if  they  incurred  the 
e3q>ense  necessary  to  improve  the  conditions,  they  would  have  to 
raise  their  prices,  and  that  they  could  not  raise  their  prices  without 
losing  their  customers.  A  solution  was  found  in  a  new  arrange- 
ment whereby  all  were  required  to  improve  the  conditions  and 
pass  on  the  costs  of  the  improvement  to  the  public.  Numerous 
applications  of  the  principle  can  be  found.  The  contention  that 
competition  should  be  the  regulator  does  not  mean  that  there  is 
no  function  for  the  state  or  for  pubUc  opinion  or  for  morality. 
The  level  of  competition  itself  must  be  subject  to  constant  study 
and  correction.  But  the  fimction  of  the  state  in  these  matters 
should  be  largely  that  of  an  umpire  setting  the  rules,  seeing  that 
they  are  adhered  to,  determining  the  level,  but  leaving  the  active 
business  man  free  to  make  his  own  plans  and  contracts  without 
regulation  within  the  sphere  of  what  is  considered  legitimate 
business.  As  the  state  goes  further  than  this,  it  hampers  initia- 
tive and  enterprise,  and  it  paves  the  way  for  socialism. 


The  Sherman  Anti-trust  Law  and  Readjustment 

By  Rush  C.  Butlw 

Quumuui  Fwferml  Trade  CommiiUn  ol   Um  TTM^ir  of  fraawri  ol  Um 
United  8Ut«  of  AoMrka 

¥  N  thifl  diBCuarioQ  I  hope  to  make  it  dear  that  Coograi  would  br 
^  JustiQpd  at  this  time  in  conferring  upoo  a  federal  administra- 
live  agenc^  the  power  to  determine  in  advance  whether  any  gi%'m 
agreement  or  combination  violates  the  rule  of  the  Sherman  Law. 
Thus  baldly  stated  the  proposal  may  teem  revolutiooary.  But  it 
is  not.  It  indicates  nothing  more  than  the  next  euen^  step  in 
tlie  evolution  of  federal  legislation  oonoeming  the  n^gulation  of 
coin|Htition.  Such  proposed  legislation  and  control  will  bring  us 
only  half  way  to  the  goal  of  ultimate  desire  long  since  attained  in 
England  where  the  rule  of  law  is  the  same  a.s  in  the  Tnitcd  SCatea, 
where  no  regulation  is  established  to  adniinlster  the  law,  where 
violations  of  the  law  do  not  constitute  crimes,  and  where  infre- 
quent resort  to  the  courts  either  by  aggrieved  persons  or  by 
the  government  conclusively  proves  that  in  practical  appHration 
the  law  is  in  furtherance  of  and  not  in  opposition  to  the  public 
interest. 

What  is  the  rule  of  the  Sherman  Law?  In  effect  only  this  a.* 
presently  interpreted, — that  agreements  unreasonably  restraining 
trade  are  unla\^'ful.  English-speaking  peo|de  can  take  no  excep- 
tion to  a  rule  of  conduct  so  sound  and  so  traditional.  But  in  the 
United  States  the  rule  has  been  enacted  in  a  feileral  statute  which 
provides  that  \nolations  thereof  shall  be  deemed  criminal  offenses 
punishable  by  fine  and  imprisonment.  No  means  are  anywbctr 
provided  for  finally  determining,  until  years  after  any  contract  ha» 
been  entered  into,  whether  or  not  it  >'iolate3  the  law. 

The  courts  alone  can  decide  the  question.  If  some  years  after 
an  agreement  has  been  made  the  courts  hold  that  it  did  unreason- 
ably restrain  trade,  the  crime  has  long  since  been  irrrtrievahly 
committed.  A  man  knows  definitely  and  certainly  in  advBncr 
that  if  he  does  certain  things  he  conuntta  murder  and  that  be 
thereby  becomes  liable  to  the  penalties  prescribed  by  the  criminni 
statute.    Henoe  such  a  statute  deters  the  commission  of  the 
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crime  of  murder  and  is  a  wholesome  statute.  The  facts  consti- 
tutiiig  unreasonable  restraints  of  trade  have  not  been  and  cannot 
be  catalogued.  The  facts  in  one  case  might  clearly  constitute  un- 
reasonable restraint  of  trade  and  the  same  facts  in  another  case 
might  constitute  only  a  reasonable  restraint  or  even  no  restraint 
at  all.  The  result  of  such  a  state  of  complicated  uncertainty  is 
not  only  to  keep  men  from  violating  the  law,  i.e.,  from  entering 
into  agreements  unreasonably  restraining  trade,  but  to  keep  men 
from  entering  into  any  agreements  restraining  trade  evyen  though 
the  restraints  be  reasonable  and  therefore  lawful.  La^ul  agree- 
ments are  conmiendable.  If  fear  of  the  law  keeps  men  from  enter- 
ing into  lawful  contracts  the  public  interest  is  violated.  The 
Sherman  Law  is  the  basis  of  such  fear  to  a  degree  that  cannot  be 
overstated.  It  is,  therefore,  something  more  than  a  law — it  is  a 
power  beyond  the  law. 

It  is  advisable,  if  not  necessary,  to  find  a  way  to  avoid  this  ex- 
tra-legal violation  of  the  public  interest.  I  believe  the  way  is 
clearly  indicated.  The  legislative  policy  of  Congress  of  the  past 
few  years  indicates  it;  the  attitude  of  our  courts  and  commissions 
also  points  the  way.  The  public  is  sympathetically  awaiting 
remedial  legislation.  The  department  of  the  government  charged 
with  the  duty  of  enforcing  the  law  has  accepted,  by  acquiescence 
at  least  if  not  otherwise,  the  judgment  of  parties  to  contracts  re- 
straining trade  to  the  effect  that  their  particular  contracts  were  not 
unreasonable  restraints,  and  it  has  accordingly  instituted  no  legal 
proceedings  based  thereon.  Then  too  we  are  just  emerging  from 
the  new  experiences  forced  upon  us  by  the  war.  We  have  new 
viewpoints.  We  have  learned  that  prices  can  be  fixed,  production 
limited,  territory  divided,  and  many  other  things  tending  to  re- 
strain trade  can  be  done  without  loss  of  profit  to  the  manufacturer 
or  merchant,  without  injury  to  purchaser  or  consumer,  and  with- 
out causing  either  private  or  public  injury. 

A  brief  review  of  our  federal  legislative  history  having  to  do 
with  the  Sherman  Law,  of  the  contemporaneous  conduct  of  per- 
sons or  corporations  subject  thereto,  and  of  the  attitude  of  the 
federal  authorities  charged  with  the  enforcement  thereof,  will 
tend  to  establish  the  point  stated  in  the  opening  sentence  of  this 
discussion. 
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Thx  Shxrman  Law  and  Contsmpokaxt  HnvroBT 

The  Sbennan  Law  was  eDAcied  in  laOO.*  lU  prohibitioiu  are 
contained  in  the  first  three  sectioiu.  In  order  to  avoid  i^^fiifttTii 
of  ideas  it  should  first  be  stated  that  up  to  the  year  1011  the  kw 
wius  interpreted  by  the  Supreme  Court  as  «»«•  lr<»ig  unlawful  every 
contract  restrainmg  trade,  but  that  in  Standard  OQ  Company 
rs.  United  SUtes,  m  U.  S.  1.  defended  May  15,  1911.  the  court 
held  the  law  to  make  unlawful  only  those  contracta  resulting  in 
unreaaonabU  restraints  of  trade. 

The  first  case  decided  by  the  Supreme  Court  directly  involving 
Uic  Sherman  Law  was  United  SUtes  as.  E.  C.  Knight  Co^  U$ 
U.  S.  1.  decided  January  21.  1895,  m  which  the  court  held  that 
under  the  facts  in  the  case  interstate  commerce  was  not  involved. 

The  second  case  decided  by  the  Supreme  Court  was  United 
States  vi.  Trans-Missouri  FriMKht  Association,  1(MI  U.  S.  S90, 
decided  March  22.  1897.  In  its  opinion  in  this  case  the  court  by 
a  di\nded  vote  of  five  to  four  held:  (1)  That  the  act  applied  to  and 
covered  common  carriers  by  railroad,  and  (2)  that  the  agreement 
complained  of  by  the  government  violated  the  provisions  of  theact. 

*  For  handy  reference  tlie  Shemuui  Law  b  herewtUi  reprinied: 


Law;  ob.  Fbosbal  Aim-TBuar  Law 
(Act  of  July  e.  1890;  M  Stat  «00) 
An  Ad  to  ynUdt  hods  ami  commmm  agmUui  mdanfyl 

SectioD  1.  Be  it  enacted  by  the  Senate  and  Houn  of 
the  United  SUtes  of  America  in  G»fre«  iwemhled  Every  eoatract 
tioo  in  the  form  of  a  tnift  or  otherwiae,  or  conspiracy,  in  the  restniat  ol  trade  or 
oommeroe  anxmg  the  several  States,  or  with  foreign  nations,  is  htnkif  dadved 
to  be  illegaL  Every  person  who  shall  make  any  snch  oootrtet  or  eafufi  la 
any  such  combination  or  conspiracy.  shaO  be  desmed  gdlty  of  a 
and,  on  conviction  thereof.  shaD  be  punished  by  fine  not  eaoeediBf 
dollars,  or  by  imprisonment  not  nrwdini  oae  year,  or  hj  both  said  punish- 
ments, m  the  disoetion  of  the  court 

Sec  S.  Every  person  who  shall  aooopoUse,  or  itl—|it  to 
combine  or  conspire  with  any  other  peraoo  or  persons,  to 
of  the  trade  or  commerce  among  the  several  Stales,  or  with 
shaO  be  deemed  guilty  of  a  misdemesnnr.  and  on  conviction  thsrsef •  shaB  be 
punished  by  ine  not  mroeedjag  five  thousiad  dollars,  or  by  impriMaasal  net 
eaoeeding  one  year,  or  by  both  said  puaiihaaBlB.  b  the  diserstioa  of  the  eourt. 

Sec  8.  Every  contract  combinatioa  ia  form  of  trust  or  olksrvin»  «r 
conspiracy,  in  restraint  of  trade  or  commeree  b  any  Territory  of  the  UalM 
Sutea  or  of  the  District  of  Columbia,  or  la  restraint  of  trade  or 
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The  agreement  referred  to  was  entered  into  by  a  number  of  rail- 
way companies  operating  in  western  territory.  The  preamble  to 
the  agreement  recitiHl  that  it  was  entered  into  "for  the  purpose  of 
mutual  protection  by  establishing  and  maintaining  reasonable 
rates,  rules  and  regulations  on  all  freight  traffic  both  through  and 
local."  The  carriers  contended  that  the  statute  in  declaring  illegal 
every  agreement  in  restraint  of  trade,  meant  only  such  agreements 
as  are  in  unreasonable  restraint  of  trade.  Answering  the  conten- 
tion, the  coiu*t  said : 

The  term  is  not  of  such  limited  signification When,  therefore, 

the  body  of  an  act  pronounces  as  illegal  every  contract  or  combination  in  re- 
straint of  trade  or  commerce  among  the  several  states,  etc.,  the  plain  and  ordi- 
nary' meaning  of  such  language  is  not  limited  to  that  kind  of  contract  alone  which 
it  in  unreasonable  restraint  of  trade,  but  all  contracts  are  included  in  such  lan> 
guage  and  no  exception  or  limitation  can  be  added  without  placing  in  the  act 
that  which  is  omitted  by  Congress. 

Every  agreement  in  restraint  of  trade,  whether  the  restraint  was 
partial  or  complete,  reasonable  or  unreasonable,  was  therefore 
held  unla^^ul. 

In  United  States  vs.  Joint  Traffic  Association,  171  U.  S.  505, 
decided  October  24,  1898,  the  Supreme  Court  sustained  its  ruling 


any  such  Territory  and  another,  or  between  any  such  Territory  or 
Territories  and  any  State  or  States  or  the  District  of  Columbia,  or  with  foreign 
nations,  or  between  the  District  of  Columbia  and  any  State  or  States  or  foreign 
nations,  is  hereby  declared  illegal.  Every  person  who  shall  make  any  such 
contract  or  engage  in  any  such  combination  or  conspiracy,  shall  be  deemed 
guilty  of  a  misdemeanor,  and,  on  conviction  thereof,  shall  be  punished  by  a  fine 
not  exceeding  five  thousand  dollars,  or  by  imprisonment  not  exceeding  one  year, 
or  by  both  said  punishments,  in  the  discretion  of  the  court. 

Sec.  4.  That  several  circuit  courts  of  the  United  States  are  hereby  invested 
with  jurisdiction  to  prevent  and  restrain  violations  of  this  act;  and  it  shall  be 
the  duty  of  the  several  district  attorneys  of  the  United  States,  in  their  respective 
districts,  under  the  direction  of  the  Attorney  General,  to  institute  proceedings 
in  equity  to  prevent  and  restrain  such  violations.  Such  proceedings  may  be  by 
way  of  petition  setting  forth  the  case  and  praying  that  such  violation  shall  be 
enjoined  or  otherwise  prohibited.  When  the  parties  complained  of  shall  have 
been  duly  noti6ed  of  such  petition  the'  court  shall  proceed,  as  soon  as  may  be,  to 
the  hearing  and  determination  of  the  case;  and  pending  such  petition  and  before 
final  decree,  the  court  may  at  any  time  make  such  temporary  restraining  order 
or  prohibition  as  shall  be  deemed  just  in  the  premises. 

Sec.  5.  Whenever  it  shall  appear  to  the  court  before  which  any  proceeding 
under  tectioo  four  of  this  act  may  be  pending,  that  the  ends  of  justice  rec|uire 


Thk  SiiKRiiAN  Jjiw  A!im  RrjiMvmtmuwf  tli 


in  the  TVans-MiMouri  ciie  and  liHd  that  thirty-onr  railroad  com- 
pani<\s,  engaged  in  transportation  between  Chicago  and  the 
Atlantic  Coast,  which  had  formed  an  aModation  and  agreed  thai 
it  should  have  juriHdiction  over  their  ooinpetitive  irafle  and 
should  fix  rates,  fares  and  diarges,  thereby  violated  the  Uiw. 

Witii  tliesi*  two  decisions  of  the  Supreme  Court  squarely  deny- 
ing Uie  right  of  interstate  common  carriers  to  establish  rates  and 
practices  by  agreement,  it  is  a  noti^worthy  fact  that  tiir  carriers 
discontinued  the  practice  only  for  a  brief  period  if  at  all.  The>' 
found  tliat  it  was  practically  impossible  for  them  to  oooduci  ti  •  ir 
bu^sint^s  without  agreements  as  to  rates  and  practioca.  Certainly 
as  eiu-ly  as  1906  tlie  practice  of  making  rat(*s  by  agreement  was 
<igain  resumed  and  was  continued  up  to  the  time  the  government 
took  control  of  the  railroads  in  December,  1917.  The  practice 
was  at  no  time  between  1898  and  1917,  so  far  as  I  know,  chal- 
lenged either  directly  or  indirectly  by  the  jrovemnH'nt.  except 
incidentally  in  one  proceeding. 

The  reason  why  the  Department  of  Justice  (ailed  to  proceed 
against  the  carriers  for  rate-making  by  agreement  after  the  deci- 
sions in  the  Trans-Missoiu-i  case  and  the  Joint  Traffic  case,  and 

that  other  parties  should  he  brought  before  the  court,  the  court  msy  cmuie  than 
to  be  ftunmoned.  whether  they  reside  in  the  district  in  which  the  court  is  held 
or  not;  and  subpoenas  to  that  end  may  be  senred  in  any  district  by  the  OMnkal 
thereof. 

Sec.  6.  Any  pcupcrtjr  owned  under  any  contract  or  by  aay  ooadbiaatiQa.  or 
pursuant  to  any  conspiracy  (and  being  the  subject  thereoC)  meatiooad  ia  sscCiiMi 
one  of  this  act,  and  being  m  the  course  of  transportation  from  one  Stale  to 
another,  or  to  a  foreign  ooaatry.  shall  be  forfeited  to  the  United  Stotfls,  aad 
may  be  seined  and  oondnmaed  hf  Kke  ptocawtjags  as  those  piwidad  bf  lav  for 
the  forfeiture,  seisiire,  and  eondHHUition  of  pmpaitjF  jogporifd  into  the  Uaked 
States  contrary  to  law. 

Sec  7.  Any  person  who  shall  be  injured  in  his  business  or  proprriy  by  aay 
other  person  or  corporation  by  reason  of  anything  forbidden  or  declared  lo  be 
unlawful  by  this  act,  may  sue  theeelor  in  any  dreiilt  eoort  of  the  Cailtd  9lalai 
in  the  district  in  which  the  defeodaat  resides  or  is  found.  wilJmrt  isspset  In  the 
amount  in  controversy,  aad  shall  reoovcr  thresfold  the  danufes  by  hteMrtalaed. 
and  the  oosts  of  suit,  indnding  a  reasooable  attamqr's  Its, 

Sec  8.  That  the  wocd  **penoQ,*'  or  ^'prnooa**  ahBiiw  assd  ia  this  art 
shall  be  deemed  to  incfaide  corporatioQs  aad  assoeialioas  caMig  aadv  or 
authorised  by  the  Uws  of  either  the  United  States,  the  laws  of  aay  of  thr  IVrri- 
torics,  the  laws  of  any  State,  or  the  laws  of  aay  lotoigB  country. 
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prior  to  the  Standard  Oil  case,  is  unknown,  but  it  would  probably 
not  be  far  from  the  fact  to  say  that  such  failure  was  due  to  the 
recognition  by  the  Department  of  the  necessity  of  such  method  of 
rate-making  by  the  carriers,  and  to  the  Department's  belief  that 
the  public  interest  was  best  served  by  failing  to  prosecute. 

Modification  of  the  Law  hy  Acts  of  Congress 

1.  The  Panama  Canal  Act,  approved  March  4,  191S,  con- 
tained a  provision  prohibiting  a  railroad  company  from  having 
any  interest  in  a  competitive  water  line,  but  further  provided  that 
the  Interstate  Commerce  Commission  was  empowered  to  permit 
the  continuation  of  any  such  ownership  if  it  found  that  the  water 
line  was  being  operated  in  the  public  interest,  was  of  advantage 
to  the  convenience  and  commerce  of  the  people,  and  that  the 
continuance  of  such  ownership  would  not  exclude,  prevent  or 
reduce  competition  on  the  water  route.  It  is  doubtful  whether 
Congress  had  ever  before  recognized  the  principle  that  competi- 
tion may  be  entrusted  to  regulation  by  an  administrative  body. 

2.  The  Federal  Trade  Commission  Act  of  September  26,  1914, 
declared  that  unfair  methods  of  competition  in  commerce  were 
unlawful,  established  the  Federal  Trade  Commission,  and  con- 
ferred upon  it  the  power  to  administer  the  law.  There  appears  in 
this  broad  grant  of  power  fuU  and  complete  recognition  by  Con- 
gress of  the  principle  that  competition  should  not  as  a  matter  of 
light  be  free,  but  that  it  should  be  restricted  and  subjected  to 
regulation.  The  commission  was  authorized  to  file  a  complaint 
against  any  person,  firm  or  corporation  deemed  by  it  to  be  using 
any  unfair  method  of  competition  if  it  appeared  to  the  commission 
that  the  filing  of  such  a  complaint  would  be  in  the  interest  of  the 
public.  The  commission  was  not  required  to  deal  with  unfair 
methods  merely  trivial  in  character  or  affecting  only  individual 
or  selfish  interests.  Its  functions  were  to  be  exercised  only  in  the 
regulation  of  such  competition  as  affected  the  public.  The  prin- 
ciple thus  recognized  by  Congress  is  in  effect  the  same  as  that 
recognized  by  the  Supreme  Court  in  the  Standard  Oil  case 
wherein  it  was  held  that  contracts  that  did  not  unreasonably 
restrain  trade,  that  is  contracts  not  harmful  to  the  public,  were 
lawful. 

While  considering  the  Federal  Trade  Commission  Law  it  may 
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be  af)propnate  to  obtcrve  that  the  act  plioei  no  limit  upoo  the 
of  the  Federiil  Trade  Comminioo  to  determine  aa  a  matter 
t  what  is  and  what  is  not  an  unfair  method  of  competition, 
tandaid  established  by  the  Federal  Trade  Commi«ion  Act 
is  no  broader,  howe>'er,  than  the  standards  established  m  Sec- 
tions 1  and  8  of  the  Act  to  Regulate  Cotiimerce,  declaririfc  that  all 
ratt^  must  be  reasonable  and  not  unduly  prejudicial.   The  broader 
the  standard,  the  less  the  difficulty  of  administration.    In  these 
two  laws  as  well  as  in  many  others  Congress  has  reoogniaed  the 
difficulty  of  limitation  and  definition.    No  catalog  of  specific  acts 
could  possibly  be  made  which  would  clearly  define  either  an  un- 
fair method  of  competition,  a  just  and  reasonable  rate,  or  an 
unjust  discrimination. 

8.  The  Clayton  Law,  approved  October  15,  1914,  is  defined  in 
Section  1  thereof  to  be  an  anti-trust  law.  It  establishes  standards 
in  that  it  declares  to  be  unlawful : 

(a)  Price  discrimination; 

(b)  Tying  contracts;  that  is,  sales  agreements  made  with  the 
understanding  that  the  purchaser  shall  not  use  the  goods,  wares 
or  merchandise  of  a  competitor; 

(c)  Stock  ownership  of  one  corporation  in  another; 

(d)  Interlocking  of  directors. 

Again  in  the  Clayton  Law  the  public  interest  is  emphasized,  for 
its  prohibitions  apply  only  in  cases  where  the  things  forbidden 
would  restrain  commerce  or  tend  to  create  a  monopoly. 

Authority  to  enforce  compliance  wnth  the  provisions  of  this 
law  is  vested  in  the  Interstate  Commerce  Commission  where 
applicable  to  common  carriers;  in  the  Federal  Reserve  Board 
where  applicable  to  banks;  and  in  the  Federal  Trade  Commission 
where  applicable  to  all  other  branches  of  commerce. 

In  addition  to  establishing  Uiese  standards,  the  Clayton  Law 
amends  the  Sherman  Law  in  tiuit  it  declares  (Section  6) : 


That  the  kbor  of  a  human  bdnf  if  Dot  a  ooauaodttjr  or  article  ol 
Nothing  conUined  in  the  anti-tnuit  laws  shall  be  cooftnied  to  forbid  the  ( 
and  operation  of  labor,  agricultural,  or  horticultural  organitatiooa.  instituted  for 
the  purpoaei  of  mutual  help,  and  not  having  capital  ttock  or  conducted  for  a 
profit,  or  to  forbid  or  restrain  individual  manbcn  of  mch  nrgsniMfinM 
lawfully  carrying  out  the  kfitimale  objects  thereof;  oor  ihaO 
or  the  memberi  thereof,  be  hdd  or  construed  to  be  illefid 
spiraciea  in  restraint  of  trade,  under  the  anti-lmsi  lawa. 
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4.  The  Sundry  Civil  Appropriations  Act,  effective  July  1,  1916, 
making  appropriations  for  governmental  expenses,  contains  the 
following  pro\nsion  with  reference  to  appropriations  for  the  De- 
partment of  Justice  in  the  enforcement  of  the  anti-trust  laws: 

Provided,  however,  that  no  part  of  this  money  shall  be  spent  in  the  prosecution 
of  any  organization  or  individual  for  entering  into  any  combination  or  agree- 
ment having  in  view  the  increasing  of  wages,  shortening  of  hours  or  bettering 
tlie  oooditions  of  labor,  or  for  any  act  done  in  furtherance  thereof,  not  in  itself 
unlawful:  provided  further,  that  no  part  of  this  appropriation  shall  be  expended 
for  the  prosecution  of  producers  of  farm  products  and  associations  of  farmers  who 
co<)perate  and  organize  in  an  effort  to  and  for  the  purpose  to  obtain  and  maintain 
a  fair  and  reasonable  price  for  their  products. 

It  is  understood  that  the  same  provision  has  been  carried  in 
each  subsequent  sundry  civil  bill  making  the  same  appropriation 
carried  in  all  appropriation  bills.  The  apparent  purpose  of  this 
legislation  is  to  grant  still  further  exemption  of  labor  from  the  i)ro- 
visions  penal  and  otherwise  of  the  Sherman  Law.  Congress  would 
no  doubt  justify  this  exemption  on  the  ground  that  it  was  in  the 
public  interest.  This  provision  also  goes  so  far  as  to  recognize 
the  ralidiiy  of  agreements  made  hy  farmers  for  the  purpose  of  obtain- 
ing and  maintaining  fair  and  reasonable  prices  for  their  products. 
Here  Congress  recognizes  that  it  is  in  the  public  interest  that  pro- 
ducers be  permitted  to  obtain  fair  and  reasonable  prices  for  the 
things  produced, — or  to  state  it  conversely,  that  it  is  against  the 
public  interest  for  a  person  to  sell  his  products  at  less  than  fair  and 
reasonable  prices.  It  is  to  be  noted,  however,  that  cooperation 
among  farmers  directed  toward  obtaining  and  maintaining  prices 
that  are  higher  than  fair  and  reasonable  prices  is  not  exempted 
from  the  provisions  of  the  Sherman  Law. 

5.  By  amendment  to  the  Federal  Reserve  Act,  September  7, 
1916,  national  banks  were  given  authority,  subject  to  regulation 
by  the  Federal  Reserve  Board,  to  cooperate  with  each  other  in 
conducting  banking  business  in  foreign  countries. 

6.  Effective  the  sam6  date,  the  Shipping  Board  Act  authorized 
American  steamship  lines  to  enter  into  such  agreements  fixing 
rates  or  restricting  competition,  as  are  approved  by  the  Shipping 
Board  and  found  by  it  not  to  be  in  violation  of  the  standard  es- 
tablished by  the  act, — that  is,  not  to  operate  to  the  detriment  of 
American  commerce. 
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7.  The  Webb-Pomcrenc  Act,  approved  April  10,  1918,  escmpU 
from  the  provisions  of  ibe  Sbemum  Law  contracts,  agreements  or 
combinations  among  persons  or  corporations  doing  busincM  in 
the  United  States  for  the  purpose  of  conducting  export  busiDeis 
only.  This  act  specifically  states  that  its  provisions  must  not  be 
med  "artificially  or  intentionally*'  to  affect  domestic 
It  also  confers  jurisdiction  upon  the  Federal  TVade 
to  supervise  the  conduct  of  export  associations  and  their  members, 
and  applies  the  rule  against  unfair  methods  of  competition  to  the 
conduct  of  export  associations  as  related  to  American  competitors 
in  foreign  markets.  The  Webb-Pomerene  Law  directly  repeals 
the  Sherman  Law  in  so  far  as  export  business  is  concerned. 

8.  The  United  States  in  assuming  control  of  the  railroads  ac- 
complished one  main  purpose,  viz.,  the  unrestricted  interdiange- 
able  use  of  the  carriers*  facilities.  Under  the  law  as  it  existed 
prior  to  the  time  the  government  assumed  control  of  the  railroads 
it  would  have  been  impossible  for  the  responsible  officers  of  trans- 
portation companies  to  permit  the  use  of  tlieir  tenninal  facilities 
by  competitors  or  to  allow  diversion  of  traffic  from  their  own  to 
competitive  lines.  The  Honorable  Edgar  E.  Clark  of  the  Inter- 
state Conunerce  Conmiission  recently  recommended  to  the 
St»nate  Committee  on  Interstate  Commerce  the  revision  of  limi- 
tations upon  united  and  cooperative  actiNnties  among  common 
carriers  with  a  view  to  eliminating  wasteful  and  unduly  expensive 
coniiH'tition  in  rates  and  service.  No  man  in  public  life  is  in 
better  position  than  Mr.  Clark  to  judge  of  the  necessity  for  sodi 
legislation. 

It  may  also  be  obser\'ed  that  the  Department  of  Commerce  in 
its  active  readjustment  program  for  lines  of  general  industry  is 
likeii^ise  urging  that  competitors  cooperate  subject  to  certain 
regulation  by  the  Department. 

9.  One  of  the  provisions  of  the  act  of  March  21,  1918,  to  pro- 
vide for  the  operation  of  transportation  systems  while  under 
federal  control  reads  as  follows: 


any  qiMrtioo  mnwirning  any  meh  raiet.  Ism, 

, ,  roguUtiooi,  or  practices  or  fhimwi  IherciB.  the  Intantata 

meroe  ComminioD  shall  give  due  considcratioQ  to  the  fact  that  the  tf 
tion  qrsteou  arc  bdng  operatad  under  a  unified  and  coacdinatad 
oontfol  and  not  in  eonqwlitioii. 
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This  ppovTsion  seems  to  be  another  clear  congressional  recognition 
of  the  fact  that  competition  may  go  to  undue  ends,  and  that  it  is 
not  against  the  public  interest  for  the  carriers  while  united  to  make 
a  hi^er  charge  for  a  service  rendered  than  they  had  previously 
made  under  the  compulsion  of  competition. 

10.  The  Income  Tax  Law,  approved  September  8,  1916,  sec- 
tion 801,  pro\ndes  that  it  shall  be  unlawful  for  any  person  expK)rt- 
ing  articles  from  any  foreign  country  into  the  United  States,  under 
circumstances  therein  set  out,  to  sell  such  articles  at  a  price  sub- 
stantially less  than  the  market  vaHie  thereof,  if  the  object  is  to 
destroy  or  injure  an  industry  in  the  United  States,  or  to  prevent 
its  establishment  here,  or  to  restrain  or  monopolize  the  trade  in 
such  articles  in  this  country.  Again  we  have  in  this  law  congres- 
sional recognition  of  the  fact  that  prices  may  be  made  so  low  as 
to  \'iolate  the  public  interest. 

11.  Another  recognition  of  the  same  principle  is  foimd  in  the 
I^ver  Law,  approved  August  10,  1917,  enacted  **to  provide  fur- 
ther for  the  national  security  and  defense,  by  encouraging  the 
production,  conserving  the  supply,  and  controlling  the  distribu- 
tion of  food  products  and  fuel."  The  law  provides  among  other 
things  that: 

In  fixing  maximum  prices  for  producers,  the  Commission  (Federal  Trade 
Commission)  shall  allow  the  cost  of  production  including  the  expense  of  opera- 
tion, maintenance,  depreciation  and  depletion,  and  shall  add  thereto  a  just  and 
rasonable  profit. 

In  fixing  such  prices  for  dealers  the  Commission  shall  allow  the  cost  to  the 
dealer  and  shall  add  thereto  a  just  and  reasonable  sum  for  his  profit  in  the 
trmnsaction. 

12.  The  Committee  on  Merchant  Marine  and  Fisheries  of  the 
House  of  Representatives  in  a  public  report  has  expressed  broad 
views  on  the  general  subject.  The  court  in  the  United  States  vs, 
Hamburg- American  S.  S.  Line,  216,  Federal  Reporter  971,  said: 

The  main  subject  matter  of  the  controversy,  viz.,  the  controlling  of  transpor- 
tation so  as  to  allot  proportionate  shares  of  it  to  the  different  defendants  who 
are  in  the  oombinatioo,  hat  recently  been  most  exhaustively  considered  by  the 
standing  oommhtee  on  Merchant  Marine  and  Fisheries  under  resolutions  of 
the  House  of  Representatives  in  Congress.  It  is  manifest  from  its  report  that 
the  oommittee  had  before  it  substantially  the  same  evidence  which  is  contained 
in  the  record  in  this  case.  There  is  nothing  to  add  to  the  elaborate  presentation 
of  all  odes  of  the  controversy  which  will  be  found  in  that  report,  and  we  find  it 
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mott  pemiaaiTt  to  the  ifnliMinii  that,  in  view  of  the  peeulMtki  ti 
UanfporUUciii*  tlie  metliod  adopted  by  tlie  deleMleate— if  purged  of  ile 
ioua  feeturr.  the  ''fifhting"  ehip — it  e  reoeooable  one.  whirli.  to  far  (rooi  Mk 
■treintng  trade,  really  foeten  and  protrrU  it,  by  gtviag  it  a  itabiUty  vblcb  i»- 
euree  more  latlifaHory  public  Mrvioe  for  all  tmiiwueil.  WHlHNit  tidi  mefbod, 
or  eoBBething  like  it«  there  would  be.  in  the  lawjiiipt  of  the 
ofther  of  two  rentlta: 

The  lioei  would  either  cngafe  in  rale  wart  whirh  would 
of  the  weak  and  the  aurvtval  of  the  tlruog,  or  to  avoid  a  ooet|y  etmnk  th^y 
would  conaoUdatc  through  common  ownership.  Either  would  wmn  mnanpoly 
fully  at  effrrtlvc.  and  it  it  believed  more  to.  t)iAn  rmn  rxitt  Tiv  virtue  of  fthit) 
agreement. 

It  eeema.  therefore,  tliat.thit  partlcuiar  combuataoo  comes  iairiy  wiiaui  Uie 
ewfption  to  a  strietly  literal  constmetioo  of  the  slatale,  wUeh  it  iMiiQiiad  is 
the  Standard  Oil  and  Tobacco 


This  review  of  the  attitude  of  Congress  durinK  the  past  few 
years  as  to  the  Sherman  Law  clearly  establishes  that  the  view  of 
Congress  as  to  the  public  interest  has  materially  broadened;  that 
Congress  no  longer  feels  that  unrestricted  competition  is  war- 
ranted as  a  govi*mnu*nta1  policy*  and  that  regulation  not  only  of 
restraints  on  competition  but  of  restraints  on  contracts  can  well 
be  entrusted  to  administrative  bodies. 

ModifieatUm  of  the  Sherman  Law  by  War'Time  AetimHee 

The  creation  of  the  price>fixing  committee  of  the  War  Indus- 
tries Board  was  not  specifically  authorised  by  statute  but  the  com- 
mit t<»e  was  the  outgrowth  of  the  necessities  of  the  situatioo. 
Neither  was  thiTe  any  law  authorizing  the  fixing  of  prices  on  many 
articles  or  commodities  the  priws  of  which  were  controlled  directly 
or  indirectly  by  the  committee.  In  very  large  measure  the  prieea 
fixed  by  the  committee  were  determined  or  suggested  by  the  pro- 
ducers or  manufacturers.  The  government  also  placed  many 
rtHitrictions  upon  manufacturtTs  and  producers  as  to  liaes,  styles, 
nnunint  of  material  |>ermitted  to  l>e  used,  as  well  as  limitatioos 
upon  markets.  Due  to  tiie  controls  so  set  up,  the  regulatioii  of 
pricHHi,  production  and  markets  was  carried  out  in  a  manner  satis- 
factory not  only  to  the  industries  ooncemecf  but  to  the  public  at 
large. 

In  addition  to  such  form  of  regulation,  the  government  required 
of  various  industries  as  a  war  measure  that  they  spend  vast  titina 
of  money  on  existing  plants  in  additions  and  improvementa  and 
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in  the  construction  and  equipment  of  new  plants.  It  was  inevita- 
ble that  at  the  dose  of  the  war,  whenever  that  event  might  occur, 
there  would  be  vast  sums  of  money  invested  in  the  various  indus- 
tries affording  productive  capacity  which  would  not  thereafter  be 
needed,  and  which  would  almost  certainly  menace  the  industrial 
peace  of  the  nation.  That  there  has  been  no  panic  since  the  sign- 
ing of  the  armistice  is  a  tribute  to  the  good  sense  and  sane  judg- 
ment of  the  business  men  of  the  country.  How  long  they  will  be 
able  to  hold  the  situation  in  check  cannot  be  known,  but  it  seems 
certain  that  sooner  or  later  the  government  must  act  in  the  public 
interest,  at  least  to  the  extent  of  permitting  competitors  to  agree 
to  restrict  production. 

Suggested  Remedy  tor  Sherman  Law  Evils 

The  remedy  here  suggested  for  the  evils  resulting  from  the  Sher- 
man Law  is  that  Congress  authorize  an  administrative  body  to 
determine  in  advance  whether  or  not  agreements  between  com- 
petitors in  restraint  of  trade  are  or  are  not  lawful.  Let  us  see 
how  such  regulation  would  work  in  a  concrete  case.  For  example, 
take  the  coal-mining  industry.  It  is  a  natural  resource  industry, 
and  as  such  is  a  special  care  of  the  state,  because  it  exhausts  a 
supply  that  can  never  be  replaced  or  restored.  The  Lever  Law, 
approved  August  10,  1917,  was  enacted  "to  provide  further  for 
the  national  security  and  defense  by  encouraging  the  production, 
conserving  the  supply,  and  controUing  the  distribution  of  food 
products  and  fuel."  For  twenty-five  years  prior  to  the  war,  with 
only  two  or  three  brief  periods  of  prosperity,  the  coal  industry 
was  in  a  deplorable  condition,  due  almost  entirely  to  the  fact 
that  the  capacity  of  the  mines  was  largely  in  excess  of  that  re- 
quired to  produce  the  coal  that  the  people  of  the  country  con- 
sumed. Great  as  was  that  capacity,  it  was  insufficient  to  meet  the 
war-time  demands  made  by  the  government  upon  the  industry. 
Under  the  stimulation  of  the  Lever  Law,  inspired  by  patriotic 
motives  of  the  highest  order,  and  being  fully  cognizant  of  the 
additional  burden  they  would  have  to  carry  after  the  war  as  a 
result  of  increasing  their  productive  capacity,  the  coal  operators 
of  the  country  responded  to  the  demand  of  the  President  and  the 
United  States  Fuel  Administrator,  and  increased  both  capacity 
and  output  beyond  all  figures  ever  before  known,  only  to  find 
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themaelvei  today  face  to  face  with  an  eeoaomie  crisui  Uiat  cannot 

be  pennanently  averted  without  CoograMOOoal  action.    If 

inenta  among  competitoni  fixing  prices,  curtailing 

and  limiting  territory  in  which  thr>'  may  acU  tlifir  products 

be  entered  into  wiUi  impunity,  tin*  probleiiiB  of  the  ooal  opcraton 

and  of  those  interested  in  many  other  lines  of  industry  can,  with 

the  assistance  of  the  government,  be  easily  solved. 

Assume  that  by  authority  ol  Congress  coal  operatom  were 
permitted  to  enter  into  agreements  in  restraint  of  trade  subject 
to  approval  by  an  administrative  agency  of  the  govenunent  and 
to  regulation  by  it.  Assume  that  the  administrative 
found  a  particular  agreement  to  be  only  in  reasonat 
of  trade  and  therefore  approved  it  in  the  public  interest  As- 
simie  further  that  the  agreed  prices  yielded  the  operators  only  a 
fair  and  reasonable  profit  enabling  them  to  pay  the  miner  fair 
wages  and  to  sell  their  coal  at  a  cost  that  was  not  unreaaoBable 
to  consumers  thereof.  And  finally  assume  that  the  over-capacity 
of  the  mines  in  the  absence  of  the  approved  agreement  would  have 
resulted  in  irregular  n/nning  time,  unemployment  and  consequent 
labor  disturbances,  cut-throat  competition  and  financial  loss  to 
the  industry  as  a  whole  and  irreparable  damage  to  coal-mining 
commimities. 

Under  these  assumptions  it  is  fair  to  conclude  that  the  follow- 
ing among  other  results  would  be  accomplished  in  the  public 
interest  if  the  agreements  were  permitted  by  the  regulating  body 
to  become  effective: 

1.  There  would  be  conservation  of  natural  ooal  resources. 
With  a  fair  margin  of  profit  allowed  the  operator,  the  temptation 
to  mine  coal  as  cheaply  as  possible  without  regard  to  conserva- 
tion methods  would  be  largely  overcome.  I  have  been  rdiably 
informed  that  one  large  operating  company,  knowing  that  the 
price  of  its  output  as  established  by  the  United  States  Fuel 
Administration  would  yield  a  fair  margin  of  profit,  adopted  meas- 
ures of  conservation  Uiat  increased  the  percentage  of  realltaKnB 
of  the  natural  resources  in  the  ground  from  an  average  70  per 
cent  thenx)f  mined  under  pre-war  oompetitive  cooditioiis  to  8t 
per  cent  thereof  produced  undo*  govcmmental  regulation. 

t.  Conservation  of  health  and  life  of  the  miners  would  be  pro- 
moted  by  the  ability  to  adopt  more  careful  methods  of  operation 
and  to  install  modem  and  improved  machinery. 
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S.  Better  preparation  of  coal  by  cleaning  would  be  insured. 
Slate,  rock  and  other  impurities  would  be  removed  at  the  mine. 
This  would  avoid  the  use  of  the  carriers'  transportation  facilities 
to  the  extent  of  the  bulk  and  weight  so  removed,  and  would  tend 
to  relieve  car-shortage  and  would  materially  decrease  transpor- 
tation charges. 

4.  Cleaning  the  coal  would  also  result  in  greater  cleanliness  in 
firing  and  would  reduce  the  consumers'  expense  of  operation, 
maintenance  and  repairs. 

5.  Greater  attention  could  also  be  given  to  preparation  of  sizes 
to  suit  the  demands  of  consumers  whose  plants  are  equipped  to 
handle  only  certain  sizes  of  coal. 

6.  The  profit  to  the  operator  would  be  in  the  public  interest. 
It  is  now  conceded  to  be  in  the  interest  of  the  public  that  goods 
and  products  be  sold  and  handled  so  as  to  yield  a  margin  of  profit. 
It  is  considered  to  be  against  the  public  interest  to  compel  or 
even  to  permit  competitive  prices  to  become  so  low  as  to  be  less 
than  the  cost  of  manufacturing  or  producing.  This  principle  has 
been  recognized  by  the  Federal  Trade  (Jommission  in  several 
complaints  it  has  filed.  In  complaints  filed  against  the  manufac- 
turers of  mail  chutes  the  only  violation  of  law  alleged  by  the  com- 
mission is  that  an  unfair  method  of  competition  was  used  by  the 
manufacturers  in  that  they  sold  and  are  selling  their  product  "at 
and  for  a  price  which  is  less  than  the  cost  of  producing  the  same." 

7.  Curtaibnent  of  production  would  not  be  so  handled  as  to 
shut  down  completely  any  mine  desiring  to  operate,  but  would 
equitably  distribute  the  burden  of  lack  of  business  among  the 
operators. 

8.  Regulation  of  production  would  also  permit  the  seasonable 
handling  and  movement  of  coal,  allowing  it  to  move  regularly 
throughout  the  year,  making  provisions  for  storage,  regularity 
of  production,  distribution  and  supply. 

9.  Labor  would  be  afforded  regular,  if  not  daily  employment, 
and  at  living  wages. 

10.  Coal  operators  working  under  such  governmental  regula- 
tion would  be  in  position  to  cooperate  with  the  common 
carriers  serving  their  mines.  This  would  result  in  minimizing, 
if  not  eliminating,  car-shortage  periods  and  congestion  of  the 
tracks  and  facilities  of  the  carriers. 
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11.  The  etUblUhment  of  sooet  wmild  keep  lower  grade  eodi 
nesrer  poinU  of  production  und  pennit  wider  aod  perfaape  iin- 
limitcMi  movement  of  ?i|Mi*ial  quality  coals,  tucfa  m  ^**nn^> 
in^.  smokek^Mi  and  anthracite.  This  wouM  avoid 
with  all  its  attendant  economic  e\ils. 

1^  The  govenunent  is  obviously  intemtfd  these  days  in  the 
substantial  proMperity  of  all  lines  of  indtuitry.  It  derives  the 
money  witli  which  to  diMcharge  its  vast  financial  obligations  in 
part  from  income  and  excess  profits  taxes  and  in  part  from  the 
sale  ol  bonds.  If  the  coal  industry,  for  example,  does  not  proaper, 
the  f^vemment*8  revenues  realized  from  income  taiei  paid  by 
coal  compani(*s  will  be  small  indetnl  and  its  revemiei  from  exceat 
profits  taxes  will  be  so  small  as  to  be  negligible.  Unless  the  in- 
dustry projtpiTs  it  will  have  no  money  witli  which  to  buy  l>onda« 

All  of  tiie  results  above  enumerated  may  reasonably  be  ex- 
pected to  flow  from  the  regulation  suggested  and  are  all  in  the 
public  interest. 

The  proposed  legislation  conferring  authority  upon  an  admin- 
istrative body  to  approve  or  disapprove  in  advance  agreements  in 
restraint  of  trade  would  be  in  accord  with  our  well-defined  Icgia- 
hitive  |>olicy.  The  rule  of  the  Sherman  Law  is  not  objectionable. 
lii*IM*al  of  tlie  criminal  provisions  of  the  Sherman  Law  would  be 
an  obvious  remedy  for  its  resulting  evils,  but  such  amendment 
would  not  be  in  accord  with  our  legislative  i>olicy  and  Is  therefore 
not  suggested.  The  administrative  body  authorized  to  approve 
such  agreements  would  naturally  l^e  compostnl  of  nien  well  vtTsed 
in  business  affairs  and  the  laws  applicable  thereto.  Their  wws 
conceniing  questions  of  public  interest  would  Ih»  broad,  and  could 
reasonably  Ik»  exiH»cted  to  lx»  sympatlietic.  Their  decisions  could 
ket»p  abreast  of  national  policj'  much  more  easily  than  could  legis- 
lative enactment.  The  facts  constituting  violations  of  the  law 
would  be  made  known  in  advance  to  all  cx>nceme<i  and  the 
extra-legal  restraints  ujwn  lawful  enterprise  would  dlnapiirmr. 
The  Federal  Trade  Commission  in  the  nature  of  things  is  the 
agency  to  which  the  suggested  authority  should  be  entrusted. 
Though  its  jurisdiction  would  thereby  be  enlarged,  its  functions 
would  not  be  materially  changed.  The  Commission  already 
possesses  ample  jurisdiction  concerning  trade  practices.  Agree- 
ments in  restraint  of  trade,  whether  they  be  lawful  or  unlawful. 
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are  so  closely  related  to  trade  practices  that  it  would  be  folly  to 
create  a  new  or  a  different  body  to  administer  the  proposed 
new  law. 

The  condition  in  which  business  finds  itself  at  the  present 
time  is  not  substantially  different  than  it  was  when  President 
Wilson  addressed  Congress,  January  20,  1914,  recommending 
the  enactment  of  the  Federal  Trade  Commission  Law.  The 
President  then  said: 

And  the  bunnett  men  of  the  country  desire  something  more  than  that  the 
iMmXT  of  legtl  process  in  these  matters  be  made  explicit  and  intelligible. 
ThfjT  dcnre  the  advice,  the  definite  guidance  and  the  information  which  can  be 
supplied  by  an  administrative  body,  an  interstate  trade  commission. 

The  opinion  of  the  country  would  instantly  approve  of  such  a  commission. 
It  would  not  wish  to  see  it  empowered  to  make  terms  with  monoply  or  in  any 
sort  to  anume  control  of  business,  as  if  the  Government  made  itself  responsible. 
It  demands  such  a  commission  only  as  an  indispensable  instrument  of  informa- 
tion and  publicity,  as  a  clearing-house  for  the  facts  by  which  both  the  public 
mind  and  the  managers  of  great  business  undertakings  should  be  guided,  and 
as  an  instrumentality  for  doing  justice  to  business  where  the  processes  of  the 
courts  or  the  natural  forces  of  correction  outside  the  courts  are  inadequate  to 
adjust  the  remedy  to  the  wrong  in  a  way  that  will  meet  all  the  equities  and 
drctUDfltaiioes  of  the  case. 

Congress  in  response  to  this  recommendation  of  the  President 
enacted  the  Federal  Trade  Commission  Law  and  conferred  upon 
the  commission  thereby  created  the  broad  powers  herein  above 
referred  to. 

The  language  of  the  President  above  quoted  is  equally  appli- 
cable to  existing  conditions.  Ours  b  a  government  of  laws  and 
not  of  men.  If  the  principles  upon  which  our  legislative  p)olicy 
is  based  are  sound,  men  of  integrity,  ability  and  vision  can  be 
found  to  administer  these  laws.  The  Federal  Trade  Commission 
as  an  institution  is  in  accordance  with  current  legislative  policy. 
It  is  the  judgment  of  many  men  whose  opinions  are  entitled  to 
respect  that  the  Federal  Trade  Commission  should  be  enlarged 
to  not  less  than  nine  members,  and  that  ui>on  such  enlarged  com- 
mission Congress  would  be  justified  in  conferring  these  additional 
powers  of  regulation. 


The  Advantage  of  Preventinfi:  Unfair  Competition 
through  an  Administrative  Body 

By  W.  H.  S.  Stevens.  Ph.D. 
WMhioctoQ,  D.  C. 

IN  a  study  of  the  Federal  Trade  CommiMioii  and  Claytoo  AcU 
''  made  shortly  after  their  passage,^  the  writer,  taldog  a  gen- 
erally favorable  view  of  the  kgislation«  ciyressed  two  opinioos. 
The  first  was  that  perhaps  ''the  most  important  power  of  the 
commission  and  the  one  most  likely  to  make  it  an  important  ad- 
ministrative authority  was  that  over  unfair  competitioo.'*  The 
second  was  to  the  effect  that  there  was  some  administratiTe 
advantage  in  preventin|(  unfair  methods  of  competition  throai^ 
the  commission  with  direct  and  final  appeal  to  the  Circuit  Court 
of  Appeals  instead  of  leaving  the  enforcement  to  the  ordinary 
mechanism  of  the  Department  of  Justice  and  the  courts.  The 
( onclusions  thus  expressed  are,  in  the  light  of  subsequent  events* 
far  from  requiring  any  modification.  On  the  contrary  the  scope 
d  the  commission's  work  and  the  results  obtained  by  this  body 
serve  to  emphasize  their  correctness  and  impress  upon  one  the 
sound  wisdom  of  the  legislation  which  provided  for  administra- 
tive control  of  unfair  methods  of  competition. 

Of  the  fact  that  the  legislation  was  needed  there  can  be  little  or 
no  doubt.'  The  volume  of  applications  for  complaints  which  has 
been  received  by  the  commission  is  alone,  in  all  probability,  suffi- 
'  Mt  evidence  of  this  fact.'  If  this  is  not  a  satisfactory*  criterioo 
.ia\  survey  of  the  character  of  the  complaints  issued  will  convince 
unprejudiced  persons.  While  this  is  perhaps  not  the  place  for 
indicating  the  nature  of  the  methods  against  which  the  coounia- 

*  Stevens,  the  Trade  CommiHioo  Act,  Awmiem  Emmamit  BmUw,  DBCiibw, 
1 SU,  Vol.  IV,  p.  840,  the  Osytoo  Act  tW.  Meh.  IS.  Vol  V,  p.  Sa. 

*  Cf.  argumenU  of  the  writer  over  Ifgiilstion  oo  thb  suhject  in  Artklei  oa 
Unfair  Competition  in  PdMiMf  Seimm  QiMrfrr^,  June  and  Siptihw,  1014, 
Vol  XXIX.  pp.  ttt  and  460. 

*  Up  to  November  21,  1018.  about  four  yean  after  its  cfeatioa,  tht 
lion  had  received  870  appUcationa  for  complalntt.  a  rate  ol 
a  year.    Cf.  W.  B.  Colver,  ChainMa,  AiIAvh  balofe  the 
Manufactuma'  Aaaociatioa.  Chfeisnd,  NiiMwJim  tl.  1818. 
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oenturies  at  times  for  this  evolution  to  take  place.  To  have 
anployed  the  method  under  discussion  for  the  purpose  of  prevent- 
ing unfair  methods  of  competition  would  have  been  to  rmi  the 
grave  danger  of  a  somewhat  narrow  and  restricted  construction  of 
this  tenn  ^ich  might  continue  for  many  years  during  which  the 
judicial  interpretation  of  the  act  slowly  evolved. 

Secondly,  under  this  method  of  enforcement  the  matter  of  con- 
struction must  necessarily  have  been  left  in  the  hands  of  a  consid- 
erable number  of  courts,  either  district  courts  or  circuit  courts  of 
appeal.  Since  one  court  is  more  conservative  or  more  progressive 
than  another,  there  is  grave  probability  that  no  consistent  con- 
struction of  the  law  would  have  appeared  for  some  time  since  each 
court  would  arrive  at  its  conclusions  independently  upon  the  basis 
of  the  facts  before  it.  These  facts  would  vary  from  district  to 
district  and  the  theories  of  the  parties  in  the  cases  involving  the 
same^'points  before  different  courts  would  necessarily  show  the  ut- 
most diversity.  Because  of  this  situation  different  courts  might 
arrive  at  diametrically  opposite  conclusions  in  cases  involving 
the  same  methods  and  practices.  The  law  as  a  consequence 
would  in  all  probability  be  in  a  state  of  considerable  confusion  for 
some  time  in  the  future. 

The  third  and  most  important  objection  to  the  method  of  pre- 
venting unfair  methods  of  competition  through  the  private  right 
of  action  lies  in  the  diflSculty  which  the  private  individual  would 
have  in  procuring  the  necessary  evidence  in  a  great  many  cases. 
The  organizations  most  likely  to  suffer  from  imfair  practices  are 
the  small  and  weak  though  often  efficient  concerns  struggling  for  a 
market.  Many  imfair  practices  involve  the  most  complicated  sets 
of  economic  facts — costs,  profits,  margins,  stocks  on  hand,  produc- 
tion, sales,  prices,  etc.  The  small  organization  cannot  usually  com- 
mand the  legal  processes  necessary  to  obtain  these  facts  and  even 
if  it  could,  its  financial  resources  are  seldom  such  as  to  enable  it  to 
do  so  or  to  secure  the  legal,  economic,  accounting  and  statistical 
ainstance  frequentiy  necessary  to  enable  it  properly  to  prepare 
and  present  its  case  before  the  court.  In  a  good  many  instances  it 
cannot  be  doubted  that  competitors  submit  to  practices  which 
they  consider  objectionable  and  unfair  simply  because  they  know 
that  it  would  involve  so  heavy  an  expense  to  contest  them  without 
any  certainty  of  their  being  able  to  win  their  cases. 
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Finally,  and  by  no  means  the  leant  important  conAderation 
against  the  method  of  private  right  of  action,  b  the  fact  that 
methods  of  comjietition  very  frequently  involve  matters  of 
ffrave  public  interest  which  makes  dcKtrablp  afffrmative  action  by 
Uic  government  itj*e!f  to  protivt  Uic  pul>lic  interest. 

For  the  reasons  enumerated,  therefore,  it  may  be  greatly  doubted 
tliat  nny  adequate  protection  would  be  afforded  to  the  r«lativ«ly 
small  organisation  against  the  unfair  practkes  of  competitor!, 
(^uld  injured  parties  only  secure  protection  against  such  methods 
through  private  right  of  action*.  It  may  therefore  be  concluded 
that  tlie  results  obtainable  by  the  above  mentioiied  method  of 
procedure  in  unfair  method  of  compt'tition  cases  would  be  far  from 
satisfactory. 

Peevkntion  Throuqh  Depabticent  of  JuancE 

A  second  method  of  procedure  which  might  coooeivably  have 
been  attempted  for  preventing  and  eliminating  unfair  wwythoda  of 
competition  would  have  been  to  turn  this  whole  matter  over  to  tiie 
1 )« j  >artment  of  Justice  under  a  method  of  procedure  similar  to  »bftt 
employed  in  handling  violations  of  the  Sherman  Act.  Sudi 
an  arrangement  would  imdoubtedly  possess  imporiaDt  advantages 
lis  compared  with  the  private  right  of  action  in  preventing  un£air 
methods  of  competition. 

In  the  first  place  the  general  public  interest  would  be  better 
safeguarded  by  provision  for  affirmative  governmental  action  than 
would  l>e  the  case  were  the  right  of  action  merely  a  private  matter. 
Secondly,  there  would  not  exist]that  same  lack  of  adequate  protec- 
tion to  small  organisations  on  account  of  the  expense  involved  in 
the  prosecution  of  private  suits  as  would  obtain  whcf«  such  suits 
were  the  sole  protection  against  unfair  methods  of  competitioo. 

«Soiiie  indication  of  the  povible  hA  of  egatUnuMi  of  the  private  right  of 
actioo  alooe  or  compared  with  ^*  liiihiUilifo  it^ftm  SMy  periuuM  be  oblaiBid 
by  eooiideriiic  the  leraHs  of  the  operatko  of  Seettes  t  and  8  of  the  Gfejtoa  Aflk 
which  forbid  price  diicriminatiooe  and  nifiMJwn  and  tjii^  anai^HMats  nepeo 
lively,  both  of  which  methode  mej  piopeity  bo  ri«uded  at  oJUr  lithnifa  «f 
cooapetitioo.  The  act  aleo  gtvm  partletjRiffHii^  frtMn  these  ^i^^^  a  private 
right  of  action^with  treble  rtemey  for  iajariflo  mffered  in  additioo  to  the  aa- 
thority  whk:h  the  Trede  Conmiarfon  hat  to  praUbH  these  praelleee.  Amy 
coaaderabie  number  of  oompUtnta  have  been  iomed  by  the  coamdHiDa  aadv 
these  two  aectioDs  but  the  proportion  of  tqitt  whkh  have  been  bm^fA  by  in- 
dividual! are  eirerdingly  ftm. 
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Dcqiite  these  ohvnoiis  advantages  in  favor  of  the  method  under 
discussion  a»  coni|>ared  vr\\h  Uie  method  of  enforcement  through 
Ibe  individual  right  of  action,  many  of  tht'  same  objections  as  were 
suggested  to  tlie  latter  course  of  procechirc  may  also  be  raised 
against  tlu*  formmr. 

The  llepartment  of  Justi(x»  is  primarily  and  in  the  last  analysis  a 
legal  organization.  It  would  ap|H»ar  reasonable  to  expect,  there- 
fon%  iJial  the  construction  and  interpretation  of  the  term  **  unfair 
meUiods  of  competition"  adopted  by  sucli  an  organization  would 
be  ver>'  similar  to  that  of  the  courts.  It  would  also  appear  not  in- 
correct to  assume  that  the  concepts  and  ideas  of  this  department 
with  reference  to  this  matter  would,  relatively  speaking,  enlarge 
but  slowly  as  the  writer  has  indicat(*d  would  probably  be  the  case 
were  the  construction  of  this  act  left  entirely  in  the  hands  of  the 
courts.  Moreover,  if  as  is  the  case  with  the  Federal  Trade  Com- 
mission Act  final  decision  as  to  the  legality  of  various  practices 
resteii  with  the  Circuit  Court  of  Appeals  except  upon  certiorari, 
there  would  almost  of  a  certainty  exist  the  same  confused  state  of 
the  law  o^nng  to  different  decisions  in  different  jurisdictions  on  the 
same  method  of  competition  as  would  exist  were  it  attempted  to 
prevent  unfair  competition  through  the  private  right  of  action. 

Such  a  possible  conflict  in  decisions,  however,  would  probably 
exist  to  a  less  extent  under  enforcement  through  the  department 
than  under  prevention  by  private  right  of  action  owing  to  the 
fact  that  one  central  organization,  the  Department  of  Justice, 
would  handle  all  cases  and  would  |)resumably  lx»  ol)liged  to  de- 
velop a  certain  logical  theory  or  theories  of  this  law  which  would  be 
consistently  employed  in  the  preparation  and  trial  of  cases  in 
which  the  department  took  action.  This  is  an  advantage  of  no 
little  importance  in  favor  of  this  method  as  compared  with  the.one 
previously  discussed.  At  the  same  time,  as  already  indicated, 
many  of  these  cases  involve  numerous  economic,  accounting  and 
statistical  as  weU  as  legal  principles  and  facts  and  even  the  De- 
partment of  Justice  is  not  well  equipped  to  handle  the  first  three 
matters.  Moreover,  the  Department  of  Justice  has  no  such 
broad  visitorial  powers  or  authority  to  obtain  reports  as  is  pos- 
sessed by  the  Federal  Trade  Commission.  These  powers  enable 
the  latter  body  before  the  actual  trial  of  cases  to  obtain  access  to 
correspcHidence,  production,  cost,  sales,  price  and  other  records 
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lM)tli  of  the  party  compIain<*d  of  and  iU  oompetiiofs  and  alio  to 
r(*ciiiire  reports  oowring  any  material  factor  not  only  rrlating  to 
the  btiainflas  of  the  party  complained  of  hut  aliio  the  husincai  of  ita 
c^ompHHort.  It  in,  of  course,  pomihie  for  the  (lc*|Mirtfiient  to  sub- 
pcena  witnejisen  in  court,  to  call  for  the  production  of  books  and 
papers,  etc.,  etc.,  hut  the  h^al  rules  in  regard  to  subpcmas  are 
rather  strict.  A  subpoena,  in  order  to  be  good,  must  as  a  rule 
be  reasonably  specific;  the  documents  requested  must  be  ihown 
to  be  relevant  and  the  amount  of  data  required  to  be  produced 
must  be  not  unreasonable.  Subprpnas  are  not  issued  for  docu- 
mentary data  merely  for  the  puqwse  of  dettTmining  whether  or 
not  certain  e>ndence  is  contained  therein.  In  other  words,  sub- 
pcenas  issued  for  the  purpose  of  enabling  a  "fishing  expedition" 
are  not  granted  by  any  court. 

Without  ability  to  go  directly  to  correspondence  files,  accounts, 
records,  etc.,  and  to  go  through  them  as  thoroughly  as  nuy  be 
necessary  in  order  to  determine  the  effect  of  a  paKictilar  practice 
or  practices,  any  organization  is  likely  to  be  greatly  handicapped 
in  determining  the  fairness  or  unfanness  of  particular  methods. 
While  a  certain  amount  of  such  work  can  be  done  through  the  use 
of  subpoenas,  it  is  not  always  passible  on  account  of  the  techni- 
calities in  connection  then^with  so  to  draft  such  subpoenas  as  to 
secure  the  information  required.  Moreover  it  frequently  re- 
quires a  broad  general  grasp  of  economic  principles  as  well  as 
expert  accounting  and  statisti(*al  analysis  to  determine  what 
facts  are  to  be  looked  for  and  where  they  are  to  be  found  and  how 
they  should  be  analyied, — for  in  many  cases  the  ooocems  them- 
selves would  be  unable  to  ad\nse  either  as  to  what  data  to  obtain 
or  metho<ls  of  anal>'sis  to  employ  in  orda*  to  show  the  efTect^  of 
certain  practi<vs. 

All  \l\vsv  fart.s  would  appear  to  be  against  the  placing  of  juris- 
diction over  unfair  competition  in  the  hands  of  the  Department  ol 
Justicv  rather  than  in  those  of  an  administrati\'e  body.  The 
fart  that  the  department  possesses  BO  force  of  economic,  statistical 
and  ao(*ounting  experts  would  seem  to  argue  that  there  might  be  a 
iu*glect  of  these  economic,  statistical  and  accounting  aspects  and 
elements  in  the  determination  of  unfair  methods  of  competitioo. 
The  department's  lack  of  broad  \'isitorial  powers  would  inevitably 
tend  to  emphasise  this  possibility  for  the  reason  that  in  the  ab- 
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of  such  powers  it  is  frequently  impossible  to  obtain  the 
requisite,  economic,  statistical  and  accounting  facts  necessary  to 
pfove  the  effect  of  various  practices  upon  competitors.  More- 
over, the  inabiUty  of  the  department  to  require  statistical  account- 
ing and  other  reports  from  concerns  not  parties  to  complaints 
would  be  certain  greatly  to  handicap  it  in  procuring  tlie  best 
evidence  in  many  cases  as  to  the  effect  of  certain  methods. 

Prevention  Through  an  Administrative  Body 

The  third  possible  course  of  procedure  that  was  open  to  Con- 
gress for  preventing  imfair  methods  of  competition  was  to  do 
exactly  what  was  actually  done,  i.e.,  place  the  authority  to  enforce 
the  act  in  the  hands  of  an  administrative  body.  The  Federal 
Trade  Commission  Act  declares  unfair  methods  of  competition  to 
be  imlawful  and  lays  upon  the  Federal  Trade  Commission  the 
duty  of  preventing  the  same. 

When  the  commission  believes  that  an  organization  is  utilizing 
an  unfair  method  of  competition  and  it  appears  to  it  that  a  pro- 
ceeding in  this  respect  would  be  in  the  interests  of  the  public,  the 
oommission  issues  and  serves  a  complaint  stating  the  charges  and 
giving  notice  of  a  hearing  at  least  thirty  days  after  service.  The 
party  complained  against  has  the  right  to  appear  and  show  cause 
why  an  order  should  not  be  entered  requiring  him  to  desist  from 
the  violation  of  law  charged  in  the  complaint.  Any  party,  upon 
good  cause  being  shown,  may  be  allowed  by  the  commission  to 
intervene  and  appear. 

If,  upon  hearing,  the  commission  believes  the  method  of  com- 
petition in  question  to  be  prohibited,  it  makes  a  report  in  writing 
stating  its  findings  as  to  the  facts,  and  issues  an  order  to  the  party 
complained  against  ordering  him  to  cease  the  use  of  the  method 
in  question.  The  commission  may  modify  or  set  aside  its  report 
or  order  at  any  time  prior  to  the  filing  of  the  transcript  of  the 
record  of  the  hearing  with  tlie  Circuit  Court  of  Appeals. 

In  order  to  enforce  the  order  of  the  commission  it  is  provided 
that,  if  it  is  not  obeyed,  the  commission  may  apply  to  the  Circuit 
Court  of  Appeals  of  any  circuit  where  the  method  in  question  was 
used,  or  the  party  resides  or  carries  on  business,  filing  the  tran- 
script of  the  record  of  the  proceeding,  including  testimony.  The 
court  then  takes  jurisdiction,  notifies  the  party,  and  has  full 


Fmimhwo  Umpab  ConravmoN  t80 

power  to  enter  a  decree  affiiming,  modifying,  or  leUing  Mide  the 
order  of  the  cominiadoQ.  The  findings  of  the  commiwion  09  to 
tk$  faeUp  AowiMr,  a/r^  condunwe  if  ntpportsd  iy  ImUmemif.  If 
either  party  I4»plies  to  the  court  for  hmve  to  adduoe  •^^■♦^f' 
evidence  and  can  ahow  that  it  is  material  and  that  there 
good  reasons  why  it  was  not  introduced  before  the 
then  the  court  may  direct  that  such  additional  evidence  be  tahm 
before  the  commission.  This  body  may  then  modify  its  ftnAing^ 
or  make  new  ones,  and  again  file  the  results  with  the  court  (which 
findings  are  deemed  conclusive  if  supported  by  testimany)*  to- 
gether with  the  additional  evidence  with  its  recommendations,  if 
any,  for  the  modification  or  setting  aside  of  its  original  order. 

The  judgment  and  decree  of  the  Circuit  Court  ol  i^>peais  is 
made  final,  except  that  the  Supreme  Court  may  review  upon 
certiorari.  The  jurisdiction  of  the  Circuit  Court  of  Appeals  to 
enforce,  modify,  or  set  aside  the  orders  d  the  cnmmissinn  is  made 
exclusive  and  all  such  proceedings  are  given  precedence  over  other 
cases  and  are  required  to  be  expedited  in  every  way.  The  order 
of  the  coniniission  or  the  judgment  of  the  court  to  enforce  the 
same  cannot  absolve  anyone  from  liability  under  the  an ti -trust 
acts.  Any  party  against  whom  an  order  of  the  commistdon  is 
made  may  obtain  a  review  upon  an  application  to  the  Circuit 
Court  of  Appeals  to  set  aside  the  order.* 

The  advantages  ol  this  method  of  procedure  follow  kgicaliy 
from  the  preceding  discussion  of  the  disadvantages  of  preventing 
imfair  competition  through  the  com*ts,  and  the  Department  of 
Justice  and  the  courts.  The  first  advantage  is  in  the  matter  of 
the  construction  of  the  act. 

Administrative  Construction  of  the  Act 

As  an  administrative  body  the  composition  of  the  commission 
is  likely  always  to  be  of  such  a  character  as  to  number  among  iti 
five  members  men  formerly  engaged  in  different  prolesnont,  bun- 
nesses  and  occupations.  There  would,  therefore,  seem  to  be  no 
particular  reason  why  the  commission  should  be  bound  by  legal* 
istic  traditions  which  might  possibly  limit  the  ocnstmdiQn  of  un- 
fair methods  of  competition  in  such  a  way  as  to  confine  it  to  either 
the  old  common  Uw  interpretation  or  make  it  synonymous  with 

•  Pederml  Trmde  Commknoo  AcU  Sec  S. 
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the  Sherman  Act  or  both.  The  interpretation  of  the  statute 
should  undoubtedly  be  broad  enough  to  cover  not  only  these 
practices  but  many  more  as  well.*  The  old  common  law  rule, 
M  already  indicated,  was  relatively  narrow  in  its  appHcation  and 
methods  of  unfair  competition  though  frequently  enjoined  in 
Sherman  Act  cases  could  probably  never  have  been  so  prohibited 
unless  such  acts  were  in  connection  with  a  conspiracy,  combina- 
tion or  agreement  in  restraint  of  trade  or  were  suflScient  to  amount 
to  an  attempt  to  monopolize,  even  though  competitors  might  be 
adversely  affected  by  such  methods.  As  stated,  however,  the 
construction  of  this  act  can  and  should  extend  over  a  much 
broader  field  than  that  which  would  be  covered  by  the  interpre- 
tations mentioned.^ 

Competition  is  in  essence  an  economic  matter  in  that  it  is  a 
phenomenon  of  the  economic  world.  From  this  stand{K)int, 
therefore,  there  must  and  should  be  economic  as  well  as  legal 
criterions  for  the  determination  of  what  constitutes  fair  and  un- 
fair competition.  The  commission  has  extraordinarily  wide 
powers  of  investigation  on  its  own  initiative,  the  authority  to  ex- 
amine books,  papers  and  records  of  corporations  and  to  make 
copies  thereof  and  to  require  either  annual  or  special  reports  of 
corporations  engaged  in  interstate  commerce.  In  pursuance  of 
its  powers  it  is  authorized  to  make  investigations  of  industry 
and  to  report  thereon,  and  in  such  connection  it  has  upon  its 
staff  in  addition  to  its  attorneys  a  large  force  of  highly  trained 
economists,  accountants,  and  statisticians  all  of  whom  are  avail- 
able as  circumstances  may  require  for  the  analysis  and  study  of 
unfair  competition  and  who  can  at  any  time  be  employed  for  the 
purpose  of  conducting  investigations  into  the  economic  effects  of 
certain  practices. 

As  a  result  of  all  these  facts  the  commission  should  be  in  better 
position  to  lay  down  and  develop  sound  standards  for  the  opera- 
tion of  the  competitive  principle  and  to  develop  the  lines  along 
which  the  competitive  process  should  be  conducted  than  either 
the  courts,  or  the  Department  of  Justice  and  the  courts  together. 
It  is  noteworthy  that  the  conduct  of  the  work  of  the  commission 
clearly  indicates  that  that  body  recognizes  the  importance  of  the 

•  CJ.  Stevent  W.  H.  S.,  "Unfair  Competition/'  Chicago.  University  Press,  1917. 
'  Of, alto  Stevens  "Unfair  CompeUUon." 
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it  in  unfair  com^ietiiiun.    TUia  a|>pcttni  not  only 
ill  ti>  on  of  the  commifttion**  tUff  but  abo  in  tome  of 

the  )  begun  by  it.     In  the  commiiision*!  method  of 

liaiHl;  aintii,  all  Much  complaintii  af ttT  invciiigation  fo 

together  with  the  evidence  and  tlie  reporU  of  the  investigators 
thereon  to  a  board  of  review.  The  function  of  this  board  is  to 
review  this  evidence  and  these  reports  and  make  its  own  report 
and  recommendations  thereon  to  the  commiision  which 
finally  upon  the  cases.  Throughout  the  entire  history  of  the 
nuAJiion  the  composition  of  this  board  has  included  lx)th 
misiA  and  lawyers,  the  ehairnian  in  each  caM*  l>eing  a  lawyer. 

The  so-called  Old  Dutch  Cleanser  and  Sears  Roebuck  cases  may 
be  used  as  illustrations  of  cases  in  which  the  commission  has  ap- 
parently recognised  the  economic  element  in  unfair  methods  of 
competition.  In  the  Old  Dutch  Cleanser  case  the  complaint  was 
directed  against  the  Cudahy  Packing  Company  alleging  as  an  un* 
fair  method  of  competition  that  the  said  company  maintained  re- 
sale prices  on  this  product.    The  commission  found: 


I 


(10)  That  the  dfect  of  the  price  fixing  aforenid  hat  been  and  it:  (a)  To 
for  mpoodent.  The  Cudahy  Packing  Company,  oo  its  **Old  Dutch 
the  trade  of  jobben  and  other  wholenlers,  and  wperiaHy  the  relatively  higlMr 
coft  and  more  inefficient  jobben  and  other  wholetakn,  ooottittttiBg  the  ba&  of 
the  jobbing  and  wholesale  trade,  and  to  enlist  their  active  support  and  coOpera- 
tkm  in  mlargiag  the  sale  of  its  price-maintained  cleanser,  to  the  prejudioe  of 
oonpeting  manufacturers  who  do  not  fix,  require,  or  enforoe  the  maintcoaaes  of 
resale  prices  upon  their  deansers,  thereby  protecting  such  jobbers  and  oChir 
wholesalers  against  the  price  competitioii  of  other  jobbers  and  wholesalm  and 
especially  the  reUtivdy  lower  cost  and  more  efficient  establishments; 

(b)  To  tend  to  force  manufacturcfs  who  do  not  fix,  require  or  coforce  the 
maintenance  of  resale  prices  and  who  oompele  with  respondents  in  the  sale  of 
powdered  deansers,  also  to  inaugurate  and  enforoe  a  qrsiem  of  mshifi^siire  el 
resale  prices  upon  their  powdered  deansers,  in  order  to  oAset  the  ptsififwi  of 
jobbers  and  other  wholesalers  for  respondeot's  pries-maintained  deanser  aad  to 
enable  maniifartttrers  who  do  not  maintain  resale  prices  upon  powdered 
to  compete  upon  more  equal  terms  with  respondent; 

(c)  To  eliminate  competition  in  prices  among  jobbers  and  wl 
**Old  Dutch  Cleanser,'*  thereby  interfering  with  many  such  jobbers  and 
whdiisaleii,  and  especially  the  rdativdy  lower  cost  and  more 
menu  in  their  safes  of  such  deanser  ai  smh  prices  as  th^y  OMty 
and  as  arr  warranted  by  thctr  costs,  selliag  rffipfeary.  and  trisHag  trade  < 
tions; 

(d)  To  conipd  the  publx*.  ur  such  portion  thereof  as 
17 
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Dutch  Cleaoaer"  to  pa,y  prices  therefor  based  on  a  gross-profit  margin  fixed,  as 
■forimki,  aaxwdmg  to  the  costs  of  the  relatively  higher  cost  and  less  efficient  es- 
labtiahnMOti,  constituting  the  bulk  of  the  jobbing  and  wholesale  trade,  instead  of 
a  price  baaed  upon  the  competition  of  jobbers  and  other  wholesalers  with  widely 
Tarying  ftodc  turns,  costs,  and  efiiciency.* 

In  the  Sears  Roebuck  case  the  commission  charged  the  Sears 
Roebuck  Company  with  false  and  misleading  advertising  and 
with  the  sale  of  sugar  below  cost  when  such  orders  for  sugar  were 
combined  with  orders  for  other  goods.  The  following  quotations 
from  the  commission's  brief  in  the  Circuit  Court  of  Appeals  are 
worthy  of  note  in  this  connection: 

Petitioner  has  intended  to  take,  and  has  taken,  custom  from  many  of  its 
thousands  of  retail  competitors,  solely  upon  the  basis  of  admitted  misrepresenta- 
tions of  its  goods,  which,  as  already  set  forth,  were  distinctly  intended  and  de- 
signed to  pnxmre  business  on  the  basis  of  such  misrepresentations  instead  of  upon 
the  Imas  of  quality,  service  and  price.  The  result  was  inevitably  to  deprive  peti- 
tioner's retail^competitors  of  business  and  to  weaken  and  render  less  effectual 
the  efficiency  of  such  retail  competition  from  whence  it  follows  that  .... 
these  methods  must  be  r^arded  as  unfair  methods  of  competition 

It  is  submitted  to  the  Court  that  this  combination  offer  is  as  frankly  violative 
<^  the  law  of  fair  competition  —  i.e.,  a  competition  in  productive  and  selling  effi- 
ciency— M  are  the  misrepresentations  made  by  petitioner.  In  the  face  of 
methods  of  this  character,  it  is  impossible  for  competition  to  operate  freely, 
bringing  about  that  adjustment  in  relative^strength  and  position  of  competing 
organizatiozLB,  with^consequent  benefits  to  ^consumers  in  the  form  of  quality, 
service  and  price,  which  it  was  the  intention  and  will  of  society  to  provide  in 
adopting  as  the  basic  theory  of  business  organizaton,  the  principle  of  competi- 
tion.* 

It  is  believed  not  to  be  an  exaggeration  to  say  that  the  commis- 
sion, giving  careful  consideration  to  the  economic  as  weU  as  legal 
aspects  of  unfair  competition  and  possessed  both  of  extraordinarily 
broad  investigatory  p>owers,  and  a  highly  trained  staff  of  lawyers, 
economists,  accountants  and  statisticians,  will  in  the  long  run 
evolve  sounder  and  more  adequate  criterions  for  the  determina- 
tion of  what  constitutes  unfair  competition  than  could  possibly 
be  developed  through  any  other  agency  than  an  administrative 
body.  It  is,  of  course,  true  that  the  courts  may  refuse  to  follow 
the  commission's  construction  and  interpretation  as  well  as  they 


RtpoH  nf  the  Federal  Trade  Commission,  1918,  p.  ISO. 
*  Seen  Roebuck  d:  Co,  vs.  Federal  Trade  Commission,  Brief  and  Argument  for 
Respondent,  United  States  Circuit  Court  of  Appeals  for  the  Seventh  Circuit,  pp. 
99, 101. 
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might  refuse  to  follow  that  of  the  Department  of  Justioe.  It  nuiy 
be  oonoeded,  however,  that  there  would  be  no  Iom  in  thk  reipeet 
from  the  employment  ol  oommittioo  method  at  compared  with  the 
Department  ol  Justice  method.  Bftoreoyer,  aa  the  lttM*tiig«  ol 
fact  of  the  commiMion  are  conclusive  if  supported  by  testimooyt 
and  the  commission  is  vested  with  the  power  to  make  orders  on  the 
basis  of  these  facts,  it  is  certainly  to  be  presumed  thai  the  theories 
of  the  commission  as  to  construction  and  interpretation  will  be 
treated  with  more  consideration  than  would  be  aoootded  to  the 
theories  of  the  Department  of  Justice. 

East  and  Expiiditioub  Procedurb 

Another  advantage  of  the  commission's  method  of  enforcement 
relates  to  the  adequacy  of  the  protection  afforded  business  con- 
cerns through  this  method  of  procedure.  It  is,  of  course,  true 
that  the  method  of  procedure  through  the  Department  of  Justice 
would  eliminate  that  lack  of  protection  on  account  of  the  expense 
factor  which  is  one  of  the  principal  objections  to  the  method  of 
preventing  unfair  methods  through  private  right  of  action.  And 
it  is  also  true  tliat  the  Department  of  Justice  method  would  protect 
the  general  public  interest  in  this  matter  in  a  fashion  impossible 
under  the  private  right  of  action.  All  these  advantages  of  the 
Department  of  Justice  method,  however,  are  equally  obtainable 
under  the  commission  method.  Any  concern  that  is  dissatisfied 
with  the  method  of  competition  employed  by  its  competitors  may 
file  a  complaint  ^ith  tlie  commission  which  will  investigate  the 
same  and,  if  the  facts  warrant,  will  proceed  against  the  manu- 
facturer or  other  concern  using  the  unfair  method  in  question. 

Thus  an  easy,  expeditious  and  inexpensive  (from  the  standpoint 
of  business  organizations)  method  is  provided  for  the  correction  of 
injurit^s  suffered  by  concerns  through  such  method  and  the  com- 
plaint of  tlie  small  concern  will  receive  as  much  attention  as  the 
complaint  of  the  large.  Nor  will  the  former's  case  fail  for  Uck  of 
funds  to  employ  legal  and  other  expert  advice  which  may  be 
necessary  to  prove  the  case,  as  might]well  be  true  were  the  sole  rem- 
edy a  private  right  of  action  in  court  to  secure  protection  against 
the  methods  of  competitors.  Yet  another  important  ad>^antage 
of  preventing  unfair  conii)etition  through  an  administrative  body 
like  the  conuuLssion  relates  to  the  flexibility  of  administrative  as 
compared  with  legal  procedure.    Where  cases  are  handled  by  the 
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Departniont  of  Justice  and  the  courts,  a  long  time  must  frequently 
elapse  before  the  decision  of  the  matter.  Ix'gal  proccnlure  is  rela- 
tively both  slow  and  technical  as  compared  witli  the  action  of  an 
achninistrative  body.  Moreover,  it  is  possible  for  an  administra- 
tive body  to  call  in  an  entire  industry  if  necessary  as  was  done  by 
the  Federal  Trade  Commission  in  certain  of  the  commercial  brib- 
ery cases.  Under  rules  of  legal  procedure  it  would  probably  be 
impossible  in  many  cases  for  the  Department  of  Justice  to  do  this. 
Instead  it  would  probably  be  necessary  to  file  and  try  a  complete 
series  of  separate  suits  one  against  each  offending  party. 

Orders  of  the  Commission  and  Judicial  Review 

There  is  yet  another  matter  in  connection  with  the  adminis- 
trative enforcement  of  the  act  that  requires  careful  consideration. 
This  is  the  question  of  how  far  and  to  what  extent  the  orders  of 
the  commission  will  become  subject  to  judicial  review.  This  is 
important  from  several  standpoints  but  especially  so  from  that  of 
the  construction  and  interpretation  of  the  act.  If  the  orders  of 
the  commission  are  not  contested  or  the  commission  is  not  forced 
to  take  them  before  the  courts  in  order  to  secure  their  enforcement 
it  follows  that  the  constructions  and  interpretations  of  the  com- 
mission will  necessarily  constitute  the  criterions  for  the  deter- 
mination of  unfairness  in  the  great  majority  of  cases.  These 
criterions  will  thus  tend  to  become  the  ones  recognized  by  busi- 
ness and  the  public  as  determining  the  fairness  or  unfairness  of 
particular  methods,  and  gradually  they  will  become  firmly  estab- 
lished. It  has  been  indicated  that  the  commission,  on  account 
of  factors  previously  discussed,  is  better  equipped  probably  to 
develop  a  sound  construction  and  interpretation  of  the  term  unfair 
methods  of  competition  than  any  other  governmental  agency  ex- 
cept an  administrative  body  of  the  same  character.  During  the 
four  years  since  the  organization  of  the  commission  there  have 
been  several  indications  that  the  commission's  orders  are  not 
likely  to  be  frequently  contested.  In  many  cases  the  parties 
engaged  in  certain  methods  of  competition  such  as  commercial 
bribery  are  only  too  glad  to  be  rid  of  such  practices  and  welcome 
a  valid  excuse  for  refusing  to  continue  a  system  which  they  or  at 
least  the  bulk  of  them  dislike  and  abhor  but  continue  to  practice 
practically  forced  to  do  so  by  the  competition  of  other 
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concerns.  Secondly  many  practsom  oompUinrd  of»  such  tm  pmm- 
ing  off  and  murepreflentation,  etc..  are  not  only  obviously  unfair 
and  iintH'onoiiiir  hut  iin*  tinged  to  such  an  extent  with  the  element 
of  moral  tur|>itude  that  few  concermt  have  tlie  hardihood  to  sub- 
j<H*t  them  to  jiidieial  review.  In  such  eases  offending  parties  are 
only  too  glad  to  take  a  finding  and  order  i^nthout  contest,  and  cor- 
rect their  |)ra<'tiet»». 

The  Im'sI  evidenr<»  of  the  fm-t  tiiat  judicial  review  is  unlikely 
to  lie  ealliHl  for  in  more  than  a  small  pro|)ortion  of  cases  under  the 
administrative  method  of  proc*edure  lies  in  the  record  of  the  cases 
before  the  commission.  Up  to  November  !21,  1918,  876  applica- 
tions for  complaints  had  l)een  received  by  the  commission.  Of 
these  approximately  one-half,  444  to  be  exact,  were  dismissed 
without  public  notice  or  knowle<lge  while  ^13  more  were  under 
investigation.  In  the  case  of  the  balance  of  the  applications,  910 
in  number,  complaints  were  issued.  Of  this  group  1^  were  dis- 
|)osed  of,  ten  by  dismissal,  the  respondents  having  made  a  suffi- 
cient defense,  and  114  by  orders  to  cease  and  desist.  In  109  out 
of  these  114  cases  the  orders  were  issued  by  and  wiih  the  consent 
of  the  respondent  and  in  the  other  five  cases  the  action  was  tried 
and  argued  ami  rt^suIttMl  in  the  order.'^  In  only  two  cases  to  date 
have  respondents  app<*aled  to  the  Circuit  Court  of  Appeals  against 
the  order  of  the  commLssion. 

These  facts  lead  to  two  conclusions:  First,  that  certain  methods 
complained  against  by  the  commission  and  against  which  orders 
are  issued  will  never  be  defended  by  the  parties  employing 
them,  and  the  orders  of  the  commission  in  connection  therewith 
will  not  Ix^come  subject  to  judicial  review,  and  second,  that 
cvrtain  methods  complained  of  by  tlie  conmiission  will  not  l>e  de- 
fended and  no  attempt  ^ill  Ik*  made  to  defend  them  against  the 
commission's  order  until  orders  against  such  practices  have  l>eeq 
so  often  issue<l  and  over  such  a  long  period  of  time  that  the 
motiuNl  in  question  has  come  to  be  generally  recognised  as  an 
unfair  method  of  competition  together  with  the  reasons  for  so  re- 
garding it.  In  these  ways  and  for  the  reasons  mentioned  it  is  be- 
lieve<l  that  the  construction  of  unfair  methods  of  competition  by 
the  conuuission  i^nll  tend  to  gradually  t*stablisli  itsc^lf  in  the  law  of 
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Departnu'iil  ot  Justice  and  the  courts,  a  long  time  must  frequently 
elapse  before  the  decision  of  the  matter.  Ix»gal  procedure  is  rela- 
tively both  slow  and  technical  as  compared  with  the  action  of  an 
administrative  body.  Moreover,  it  is  possible  for  an  administra- 
tive body  to  call  in  an  entire  industry  if  necessary  as  was  done  by 
the  Federal  Trade  Commission  in  certain  of  the  commercial  brib- 
ery cues.  Under  rules  of  legal  procedure  it  would  probably  be 
impossible  in  many  cases  for  the  Department  of  Justice  to  do  this. 
Instead  it  would  probably  be  necessary  to  file  and  try  a  complete 
series  of  separate  suits  one  against  each  offending  party. 

Orders  of  the  Commission  and  Judicial  Review 

There  is  yet  another  matter  in  connection  with  the  adminis- 
trative enforcement  of  the  act  that  requires  careful  consideration. 
This  is  the  question  of  how  far  and  to  what  extent  the  orders  of 
the  commission  will  become  subject  to  judicial  review.  This  is 
important  from  several  standp)oints  but  especially  so  from  that  of 
the  construction  and  interpretation  of  the  act.  If  the  orders  of 
the  commission  are  not  contested  or  the  commission  is  not  forced 
to  take  them  before  the  courts  in  order  to  secure  their  enforcement 
it  follows  that  the  constructions  and  interpretations  of  the  com- 
mission will  necessarily  constitute  the  criterions  for  the  deter- 
mination of  unfairness  in  the  great  majority  of  cases.  These 
criterions  w\\\  thus  tend  to  become  the  ones  recognized  by  busi- 
ness and  the  public  as  determining  the  fairness  or  unfairness  of 
particular  methods,  and  gradually  they  will  become  firmly  estab- 
lished. It  has  been  indicated  that  the  commission,  on  account 
of  factors  previously  discussed,  is  better  equipped  probably  to 
develop  a  sound  construction  and  interpretation  of  the  term  unfair 
methods  of  competition  than  any  other  governmental  agency  ex- 
cept an  administrative  body  of  the  same  character.  During  the 
four  years  since  the  organization  of  the  commission  there  have 
been  several  indications  that  the  commission's  orders  are  not 
likely  to  be  frequently  contested.  In  many  cases  the  parties 
engaged  in  certain  methods  of  competition  such  as  commercial 
bribery  are  only  too  glad  to  be  rid  of  such  practices  and  welcome 
a  valid  excuse  for  refusing  to  continue  a  system  which  they  or  at 
leMt  the  bulk  of  them  dislike  and  abhor  but  continue  to  practice 
because  practically  forced  to  do  so  by  the  competition  of  other 
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concerns.  Secondly  many  practices  complained  of,  tucfa  as  pass- 
ing off  and  minrrpri-^-^*- M'on,  etc.,  aiv  not  only  ob\ioiisly  unfair 
iiiid  iifUM'onoiiiif*  but  ,^'(m1  to  Murh  an  c*xti-nt  with  theel<*nH*nt 

of  moral  turpitude  that  few  conrernK  have  the  hardihood  to  sub- 
j<H>t  them  to  judicial  n*view.  In  Kiirli  niM's  offending  parties  are 
only  tcM)  f^lad  to  take  a  finding  nn<l  ontcr  without  contest,  and  cor* 
rect  tJieir  practices. 

The  liest  e\ndence  of  the  fac't  timi  judicial  review  b  unlikely 
to  Im*  called  for  in  nion*  than  a  small  proportion  of  cases  under  the 
administrative  mcthiNl  of  pro<'c<liire  lies  in  tlie  record  of  the  cases 
before  the  commission.  Up  to  November  121,  1918,  876  applica- 
tions for  complaints  had  l>een  received  by  the  coinmissioo.  Of 
these  approximately  one-half,  444  to  be  exact,  were  dismissed 
without  public  notice  or  knowledge  while  ^13  more  were  under 
investigation.  In  the  case  of  the  balance  of  the  applications,  219 
in  numlier,  (H)mplaints  were  issued.  Of  this  group  IW  were  dis- 
lK>se<i  of,  ten  by  dismissal,  the  res|x>ndents  having  made  a  sufll- 
cient  defense,  and  114  by  orders  to  cease  and  desist.  In  109  out 
of  these  114  cases  the  orders  were  issued  by  and  with  the  consent 
of  the  respondent  and  in  the  other  five  cases  the  action  was  tried 
and  argued  and  resulted  in  the  order. *^  In  only  two  cases  to  date 
have  respondents  appealed  to  the  Circuit  Court  of  Ap|)eals  against 
the  order  of  the  commission. 

These  facts  lead  to  two  conclusions:  First,  that  certain  methods 
compUined  against  by  the  commission  and  against  which  orders 
are  issued  will  never  l>e  defended  by  the  parties  emplo>'ing 
them,  and  the  orders  of  the  commission  in  connection  Uiere^ith 
will  not  lHH»me  subject  to  judicial  review,  and  second,  tliat 
(vrtain  methods  complaine<l  of  by  the  commission  >%nll  not  be  de- 
fended and  no  attempt  will  be  made  to  defend  them  against  the 
commission's  order  until  orders  against  such  practices  have  lieeg 
so  often  issued  and  over  such  a  long  period  of  time  that  the 
method  in  question  has  come  to  be  generally  recognised  as  an 
nil  fair  method  of  competition  together  ii^nth  the  n^asons  for  so  re- 
garding it.  In  these  ways  and  for  the  reaMins  mentionetl  it  is  be- 
lieved that  the  construction  of  unfair  methods  of  competition  by 
the  conuuLssion  ^nll  tend  to  gradually  establlsli  itself  in  the  law  of 


'•  W.  B.  Cohrer.  Chainnsii,  Addrcst  bdkve  the  CoonuMoa  8|iedillgr 
facturen*  AssodatXMU  QevdaDci  November  81,  1918. 


The  Annals  of  the  AiiERicAN  Academy 

the  country  and  that  tliis  construction  will  be  more  adequate  to 
preserve  fair  competition  than  would  a  construction  evolved  by 
any  other  than  an  administrative  body  of  a  similar  character. 
Probably  it  is  true  that  the  commission  would  welcome  judicial 
contests  of  its  orders  especially  in  border  line  cases  where  it  is  ex- 
tremely difficult  to  determine  the  question  of  fairness  or  unfair- 
ness. The  affirmative  decision  of  the  courts  on  the  commissions 
orders  would  immediately  set  at  rest  the  law  on  the  contested 
methods,  and  adverse  decisions  would  enable  the  commission  to 
ask  Congress  for  legislation  to  cover  the  methods  thus  upheld. 

In  conclusion,  the  belief  may  be  expressed  that  the  miprejudiced 
student  of  the  commission's  work  will  conclude  that  the  commis- 
sion has  done  remarkably  well  and  that  in  a  relatively  short 
space  of  time  it  has  accomplished  a  great  deal  in  the  way  of 
freeing  trade  and  comp)etition  from  the  throttling  influence  and 
effects  of  the  numerous  uneconomic  and  vicious  practices  em- 
braced in  unfair  methods  of  competition. 


Summary  of  the  Work  of  the  British  Enpnecr- 
ing  Standards  Association' 

By  C.  LbMairbb 

SecreUry.  Britiih  Fugiiiiwriiig  SUadaidi  Awoefatioa 

HP  I  IE  insutent  demand  created  by  the  war  for  the  maxfanutn 
^  output  of  manufactured  matoial  in  the  minimum  of  tinu* 
has  naturally  brought  to  the  fore  those  means  by  which  economy 
in  pfoducUon  can  be  effected,  and  in  this  way  standardiiation  in 
the  engineering  world  has  become  almost  a  word  to  conjure  with, 
but  like  all  good  things,  it  must  be  taken  in  moderation,  and  the 
standards  recommended  must,  by  a  process  of  periodic  reviaoii, 
be  kept  abreast  of  invention  and  progress;  otherwise  there  is  tlie 
danger  of  standardization  becoming  crystallization.  It  may 
fairly  be  said  that  the  primary  objects  of  standardization  are  to 
st^ciire  inU^rchangeability  of  parts,  to  cheapen  manufacture  by 
eliminating  the  waste  of  time  and  material  entailed  in  producing 
a  multiplicity  of  designs  for  one  and  the  same  purpose,  and  abo 
to  expedite  delivery  and  so  reduce  maintenance  charges  and  stores. 

Organization  and  PniNdPun 

Seventeen  years  ago,  however,  neither  the  neceasity  nor  the 
value  of  woA  of  this  character  and  still  less  its  intimate  relatioo 
to  economy  and  speed  of  production  were  at  all  generally  reoog* 
nized,  and  it  was  to  remedy  the  chaotic  state  of  things  then  exist- 
ing in  the  engineering  industry  of  Great  Britain  that  the  late  Sir 
John  Wolfe  Barry.  K.C.B..  F.R.S.,  in  1901  took  the  iniUal  steps, 
when  he  brought  the  subject  to  the  notice  of  the  Council  of  the 
Institution  of  Civil  Engineers,  which  resulted  in  the  formation  of 
tlie  British  Engineering  Standards  Committee. 

From  its  inception,  certain  definite  principlee  have  governed 
the  work  of  the  conunittee,  amongst  which  may  be  placed  in  the 
forefront  the  community  of  interest  of  producer  and  consumer, 
which  is,  in  fact,  the  comer  stone  of  the  organisation.  It  was 
also  realised  that  the  committee  should  not  be  an  academical 
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body,  but  an  industrial  organization  in  tJie  closest  touch  with 
practical  requirements  and  nio<lern  scientific  knowledge  and 
discovery;  that  it  should  only  undertake  standardization  to  meet 
recognized  wants,  and  then  only  at  the  request  of  the  principal 
interests  concerned;  that  it  should  confine  itself  to  setting  up 
standards,  leaving  it  to  tlie  user  to  satisfy  himself  by  inspection 
and  supervision  that  the  standards  were  being  adhered  to;  and, 
most  important  of  all,  that  i)eriodic  revision  of  the  standards 
should  be  undertaken  so  that  improvements  might  be  incorpo- 
rated, the  various  industries  thus  being  prevented  from  becom- 
ing stereotyped  and  their  methods  hidebound. 

From  the  small  nucleus  of  seven  members  who  formed  the 
original  conmiittee,  a  far-reaching  organization  has  develoi>ed 
with  some  160  committees,  sub-comniittees  and  panels,  including 
in  all  over  900  members  and  dealing  under  one  central  authority 
with  standards  relating  to  practically  the  whole  field  of  engineering. 
Thus  for  many  years  past,  the  British  Engineering  Standards 
Association,  as  it  is  now  called,  has  provided  the  neutral  ground 
upon  which  the  producer  and  the  consumer,  including  the  techni- 
cal officers  of  the  large  spending  departments  of  the  government 
and  the  great  classification  societies,  have  met  and  considered 
this  subject  of  such  vital  interest  to  the  well-being  of  the 
engineering  industry  of  the  country.  To  the  observance  of  the 
democratic  and  progressive  principles  outlined,  coupled  with  the 
devoted  labor  of  its  members  freely  giving  their  time  and  expe- 
rience to  the  work,  often  at  great  personal  expense  and  inconven- 
ience, may  be  attributed  the  increasing  success  of  this  work  of 
growing  national  importance. 

A  large  number  of  British  standard  specifications  and  reports 
have  already  been  Issued  and  these  are  constantly  being  added  to, 
tlie  most  recent  addition  being  the  specifications  for  aircraft 
material  and  parts  drawn  up  at  the  request  of  the  Department  of 
Aircraft  Production  of  tlie  Ministry  of  Munitions,  for  whom  the 
association  acts  practically  as  the  Departmental  Specifications 
Committee. 

Types  of  Standardization  Taken  up  by  the  Committee 

The  standardization  of  steel  sectional  material  was  the  first 
work  taken  up  by  the  committee.     The  British  standards  for  this 
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matcml,  ao  important  in  the  construction  of  ahips,  bridges  and 
undfrframes  for  railway  wagons,  have  had  a  vrry  wide  adoptioB. 
The  total  ntinilM*r  of  sections  is  some  175,  and  the  recently  formed 
Mercantile  Section  of  tin*  Admiralty,  as  a  war  measure,  was  able  to 
^  (  from  this  list  a  largely  r(Mliice<l  numlxT  and  ho  put  into 
{ ii  111  an  exceedingly  economical  meajiure  witli  but  little  ck*lay. 
'\  iig  requirements  of  Llo>id*s  Register  and  the  other  great 

(I  t  ion  societies  and  the  Board  of  Trade  have  been  unified 

tlinm^ii  the  work  of  the  committee. 

It  would  appear  from  the  stt^lmakers*  returns  for  lOlS,  giving 
tJie  tonnage  of  lengths  rolled  of  each  8ection,  that  95.7  per  cent 
had  been  produced  by  standurtl  rolls  and  only  4.S  per  cent  by  non- 
standard rolls,  the  work  thus  having  proved  of  immense  utility  to 
the  steelmakers.  In  the  case  of  traiuway  rails,  standardization 
has  had  the  result  of  reducing  to  a  minimum  the  sections  required; 
at  the  present  time  there  are  only  five  standard  sections  as  againit 
over  seventy  sections  prior  to  the  advent  of  the  committee. 
These  sections  are  now  being  reduced  to  three,  one  being  a  special 
section  for  intenirban  tramways  operating  at  a  higher  speed  than 
those  of  tiie  tovms.  As  a  further  instance  of  the  benefit  of  the 
committee's  labors  nmy  be  mentioned  the  standard  specification 
for  Portland  cement,  which  is  practically  universally  adopted 
throughout  the  country. 

In  regard  to  the  electrical  industry,  the  most  important  piece 
of  work  has  been  the  issue  of  standardization  rules  for  electrical 
machinery,  in  the  drafting  of  which  much  benefit  has  accrued 
through  the  close  and  very  cordial  co5peration  of  the  Standards 
Committee  of  the  American  Institute  of  Electrical  BngilieerB.  A 
large  amount  of  standardization  has  been  effected  also  for  the 
automobile  industry',  especially  in  regard  to  the  special  steels  used. 

From  time  to  time  government  departments  have  called  upon 
the  Standards  Committee  to  carry  out  work  for  them,  as,  for 
instance,  in  the  case  of  the  Ministry  of  Munitions  in  relation  to 
the  question  €i  screw-thread  tolerances  and  the  gauging  of  j^crews 
generally.  Tlien  the  Indian  Govcrmnent  requestcnl  the  otmunit- 
tee  to  undertake  the  question  of  standard  designs  for  locomotives, 
and  thest*  have  proved  of  immense  value.  The  Road  Board  also 
asked  the  conmiittee  to  draft  specifications  for  road  material.  As 
already  mentioned,  at  the  requ-'st  of  the  Department  of  Aircraft 
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Production,  tlie  association  is  dealing  with  the  specifications  for 
aircraft  materials  and  parts  as  a  war  measure  for  the  department. 
To  carry  on  this  important  work  a  large  number  of  sub-committees 
have  been  formed,  consisting  of  oflficers  from  the  technical,  supply 
and  inspection  departments,  together  with  representatives  from 
the  various  trade  organizations  concerned;  the  specifications  in 
this  case  are  not  published  by  the  association  in  the  ordinary  way, 
but  are  issued  to  the  Department  of  Aircraft  Production,  by  whom 
they  are  sent  to  the  various  manufacturers  of  aircraft  material  on 
the  government  list,  in  this  way  becoming  obligatory. 
.'  I  In  regard  to  the  question  of  finance,  the  funds  for  carrying  out 
the  work  of  th^i  committee  have  been  provided  by  the  government 
and  the  industries  concerned.  In  1903  the  government  included  in 
the  estimates  a  substantial  contribution,  which  was  subsequently 
extended  for  the  years  1904-5-6  by  a  grant-in-aid  equal  to  the 
amount  contributed  by  the  supporting  institutions,  manfacturers 
and  others.  This  was  continued  on  a  smaller  scale  down  to  1916, 
and  a  further  grant  on  the  same  condition  is  being  continued  to 
March,  1919.  The  Indian  Government  has  been  a  generous 
supporter  of  the  committee,  and  the  governments  of  other  overseas 
dominions  have  also  given  financial  assistance.  A  liberal  response 
to  the  committee's  appeal  forfundis  has  been  made  by  the  engineer- 
ing industry  of  the  country  and  also  by  railway,  shipping  and 
the  other  companies,  and  by  some  of  the  local  government  boards 
and  the  tramway  and  electricity  authorities.  The  exp>enses  of 
the  whole  organization  up  to  the  war  were  under  £4000  a  year, 
but,  owing  to  the  widening  of  the  field  of  its  labors,  this  amount 
has  been  very  greatly  exceeded. 

The  committee,  as  many  are  aware,  has  recently  become  in- 
corporated as  an  association,  under  license  of  the  Board  of  Trade, 
in  order  to  enable  it  in  the  first  place  to  continue  the  work  carried 
out  by  the  Engineering  Standards  Committee,  viz.,  to  coordinate 
the  efforts  of  producers  and  users  for  the  improvement  and  stand- 
ardization of  engineering  materials,  and,  secondly,  in  order  to  secure 
undisputed  legal  right  to  its  mark  or  brand  to  be  attached  by 
manufacturers  to  their  products  as  a  hall-mark  of  goods  made  in 
accordance  with  the  British  standard  specifications. 

The  chairman  of  the  association  is  Sir  Archibald  Denny,  Bart., 
who  succeeded  the  late  Sir  John  Wolfe  Barry,  to  whose  guiding 
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band  during  the  many  ymn  of  his  chmirmMuMp,  to  anich  of  the 
suooeea  of  the  inovenient  is  due.  The  Bfatn  CQininillee»  as  the 
governing  coimnitttie  is  called,  eonsists  of  members  nnminatad 
by  the  leading  technical  institutions,  vis.,  the  Institutions  of 
Civil  Engineers,  Mechanical  Engineers,  the  Iron  and  Steel  Insti- 
tute, the  Naval  Architects,  and  the  Institutioii  of  Electrioal  Engi* 
neers;  there  are  also  two  representatives  of  the  Federatioii  of 
British  Industries;  and  there  are  three  monbers,  not  reptesni- 
ative  of  any  institution  or  association,  but  elected  for  their  emi- 
nence in  the  profession. 

The  membsrs  of  the  Federation  of  British  Industries  give  the 
various  trade  organizations  connected  with  the  work  d  standard!- 
satioa  a  direct  channel  through  which  to  place  their  views  before 
the  main  or  eiecutive  committee  of  the  association. 

Rotation  of  office  is  provided  in  tbat  the  chairman  and  vice- 
chairman  and  one-third  of  the  group  of  members  retire  annually, 
being  eligible  for  reflection.  The  Biain  Committee  is  the  sole 
executive  authority  and  all  specifications  and  reports  are  presented 
to  it  for  final  adoption.  The  procedure  before  embarking  on  any 
new  subject  is  to  ascertain  by  means  of  a  representative  conf< 
that  there  is  a  volume  of  opinion  favorable  to  the  work 
undertaken.  If  such  is  the  case,  the  Main  Committee  nominates 
the  chainnan  of  a  sectional  committee  to  take  up  the  work  in 
question,  this  committee  being  formed  of  technical  officers  repi^ 
sentative  of  the  various  government  departments  interested, 
representatives  of  the  trade  organizations  ooncemed,  and,  lastly, 
experts  in  the  subject  to  be  dealt  with.  Tlie  Main  Committee 
does  not  dictate  in  any  way  either  the  number  of  members  or  the 
personnel  of  the  sectional  committee,  only  reserving  to  itself  the 
right  to  nominate  tlie  chairman,  though  naturally  it  is  guided  in 
this  matter  also  by  the  advice  of  the  members. 

The  CoioaTTEE  International  in  Scope 

Although  the  activities  ol  the  association  have  in  the  main  been 
confined  to  the  home  country,  a  considerable  amount  of  work  of 
an  international  character  has  been  undertaken.  At  the  present 
time  the  association  is  coaperating  with  the  American  Institute 
of  Electrical  Engineers  in  several  directions  in  regard  to  electrioal 
apparatus  generally.    Then  there  is  the  great  question  ol  tiw 


252  The  Annals  of  the  American  Academy 

standardization  of  screw  threads  and  also  of  nulling  cutters  and 
small  tools,  in  connection  with  which  the  American  Society  of 
Mechanical  Engineers  will  be  able  to  render  most  valuable  assist- 
ance. Indeed,  there  is  a  wide  field  for  Anglo-American  agree- 
ment on  engineering  standardization  generally  and  the  association 
looks  forward  to  a  large  measure  of  intimate  cooperation  with  this 
object  in  view. 

In  connection  also  witli  its  labors  outside  the  home  country,  the 
association  is  developing  a  scheme  for  assisting  in  procuring  the 
wider  dissemination  of  British  standards,  and  is  undertaking  the 
translation  of  its  more  important  reports  into  various  foreign 
languages,  as  well  as  setting  up,  with  the  assistance  of  the  Overseas 
Department  of  the  Board  of  Trade,  local  committees  of  British 
engineers  and  traders  in  some  of  the  more  important  trading 
centres  of  the  world. 

That  the  value  and  utility  of  the  work  of  the  association  is 
becoming  more  and  more  recoginized  both  at  home  and  abroad  is 
evidenced  by  the  amount  of  new  work  it  is  continually  being 
invited  to  undertake  as  well  as  by  the  inquiries  received  from  all 
parts  of  the  world  both  with  reference  to  the  standards  and  to  the 
organization  itself. 

The  most  recent  addition  to  the  association's  activities  is  that 
of  the  standardization  of  the  details  in  the  construction  of  ships 
and  their  machinery.  A  conference  recently  convened  at  the 
instance  of  the  Board  of  Trade,  and  representing  government 
departments,  shipowners,  shipbuilders  and  engineers,  classification 
societies  and  consulting  and  naval  architects,  has  unanimously 
decided  to  recommend  to  the  Main  Conunittee  the  setting  uj)  of 
a  complete  section  to  deal  with  this  branch  of  engineering,  in 
which,  in  common  with  all  others,  economic  production,  fostered 
by  interchangeability  of  detailed  parts,  is  of  such  vital  importance. 

This  brief  account  will,  it  is  hoped,  be  sufficient  to  show  that 
throughout  the  Empirt*,  British  standards  are  receiving  increased 
recognition  as  being  of  direct  utility  to  the  engineering  industry 
generally.  Standardization,  after  all,  is  no  more  and  no  less  than 
proper  coordination.  To  effect  it  may  necessitate  the  sinking  of 
much  personal  opinion,  but  if  its  goal,  through  wideness  of  out- 
look and  unity  of  thought  and  action,  is  the  benefit  of  the  commu- 
nity as  a  whole,  standardization  as  a  coordinated  endeavor  is 
bound  increasingly  to  benefit  humanity  at  large. 


National  Welfare  Through  Standardized  Reports 
of  Industrial   Experience 

By  John  W.  Riegrl 
Univeniiy  of  Pcnnsylvani« 

'T^nE  ninjority  of  /Vmerican  buaiiieM  men  prefer  to  Uke  a 
^  diance  ratiier  than  act  on  the  basis  of  facU.  In  many  io- 
stanoes  experienct*  in  never  recorded  and  studied,  and  its  leasoat 
are  disregarded. 

Shortly  after  tiie  ornmiice  was  signed  a  representative  ol  the 
War  Department  visited  a  concern  to  close  a  contract  and  pay  the 
actual  costs  incurred  in  its  performance.  The  contractor  showed 
him  two  drawers  of  papers  and  told  him  to  go  ahead.  One  drawer 
was  filliHl  witii  an  accumulation  of  invoices;  the  other  contained 
cancelled  cliecks.  Needless  to  say,  the  contractor  still  awaits  a 
s(*ttlement. 

Many  attempts  to  set  up  adequate  records  fall  short  of  their 
purpose.  The  results  are  diaracterized  by  inaccuracy*  incom- 
pleteness and  a  lack  of  serviceability.  Probably  the  figures  turned 
in  are  derived  from  unreliable  sources, — from  memoranda  which 
never  are  proven  with  the  general  books  of  account.  The  method 
of  computation  may  be  at  fault.  Frequently  accurate  data  ai0 
presented  in  a  fashion  which  discourages  their  study  and  employ- 
ment. They  are  contained  in  unstandardiztni  reports,  which  lack 
the  comparative  feature,  and  which  are  nothing  more  than  a  maa^ 
of  figures. 

About  two  years  ago  the  superintendent  of  a  certain  Pennsyl- 
vania concern  received  a  statt*ment  which  showed  Uiat  in  one  line 
of  its  product  the  cost  of  goods  sold  was  twice  the  ruling  market 
pricv.  This  report  was  allowed  to  remain  on  his  desk  until  finally 
it  was  forgotten  and  tlirown  into  the  waste  basket  Six  months 
later  the  concern  was  insolvent.  The  most  elaborate  record  sjrs- 
tein  is  of  little  value  unless  it  leads  to  economies  and  improve- 
ments. 

Record  systems  art*  lacking  or  they  fall  short  because  those  in 
charge  of  industry  do  not  insist  on  having  something  better. 
Owners  and  managers  must  be  persuaded  to  renounce 


254  The  Annals  op  the  American  Academy 

control;  Uiey  must  be  convinced  that  their  industry  or  their  con- 
cern can  attain  its  maximum  efficiency  only  when  a  true  science 
is  built  up  concerning  it.' 

Running  business  by  guess  and  gamble  is  a  costly  process.  It 
results  in  unwarranted  capital  investment,  with  attendant  meth- 
ods of  waste;  it  leads  to  overcxpansion  of  credit,  unprofitable 
marketing  campaigns  and  periods  of  depression,  with  their  sharp 
and  painful  adjustments  throughout  the  entire  economic  struc- 
ture. If  production  could  be  attended  with  less  risk,  and  could  be 
conducted  according  to  sound  principles,  the  nation's  economic 
surplus  would  be  enormously  increased.  Standardized  reports  of 
industrial  experience  are  the  basis  upon  which  industrial  science 
can  be  developed. 

Standardized  Uniform  Record  Systems 

Standardized  uniform  record  systems  are  not  an  innovation. 
The  railroads  of  the  country  have  been  keeping  their  books  accord- 
ing to  a  prescribed  plan  for  almost  a  dozen  years.  It  is  true, 
however,  that  their  detailed  methods  of  cost-keeping  are  still  in 
the  process  of  development.  State  public  service  commissions  are 
la\nng  down  accounting  systems  for  water  companies,  for  heat, 
light  and  power  companies  and  for  street  railways.*  The  private 
industries  of  the  coimtry  in  a  number  of  instances  have  taken  steps 
along  the  same  Une.  Noteworthy  progress  has  been  made  by  the 
manufacturers  of  machine  tools,  furniture,  elevators,  paper  boxes, 
envelopes,  cut  glass  and  shoes.  The  printing  and  lithographing 
houses  have  been  developing  uniform  methods  of  recording  costs, 
equipment  performance  and  personal  efficiency.  Bankers  and 
brokers  also  have  applied  the  principle  of  standardization  to  their 
records. 

It  is  gratifying  to  note  that  this  movement  was  given  new  im- 
petus at  the  recent  annual  convention  of  the  chambers  of  com- 
merce of  the  United  States,  at  which  a  unanimous  resolution  was 
passed  favoring  a  system  of  uniform  cost  accounting  in  each  in- 
dustry.   This  endorsement,  by  approximately  three  thousand 

^  The  Federal  Trade  Commiasion  has  estimated  that  90  per  cent  of  American 
corporatioiii  we  without  adequate  cost  data. 

» See  CUutifioaUon  oj  AeaninU  and  Special  Forms  published  by  Bureau  of 
Accounts  and  Statistics,  Pennsylvania  Public  Service  Conunission. 
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men  repMsentbg  all  lines  of  industriAl  and  cotnmmekl 
11  a  measure  cl  the  favor  with  whidi  American  bnrinei 
standardisation  in  the  matter  of  records  and  reports. 

The  breadth  and  force  of  this  movement  must  be  increased 
greatly  before  the  time  will  be  ripe  for  its  application  to  indoilij 
in  general.  When  complete  and  uniform  reeotd  keeping  is  a  mai^ 
ter  of  practice,  a  foundation  of  facts  concerning  our  economic  life 
will  be  available  upon  which  many  improvementi  in  nM»M»^ftl  w«l> 
fare  can  be  built. 

Some  or  the  Results  That  Mat  Be  Expbctxd 
(A)  An  Index  of  Efficiency 

American  business  has  been  termed  inefficient,  but  no  one 
say  to  what  degree,  or  whether  it  is  more  ineflBcient  than  the 
ness  of  any  other  country.  Efficiency  is  a  relative  term  in  any 
case.  A  widespread  conviction  exists,  however,  that  there  is 
plenty  of  room  for  improvement  in  the  administratioo  of  the 
nation's  business.  The  reason  why  there  are  comparatively  so 
few  failures  under  the  circumstances  is  that  businen  is  inefficient 
gencTally,  and  the  concerns  that  are  on  the  ragged  edge  as  mar- 
ginal producers  are  simply  less  efficient  than  the  rest,  or  they  are 
operating  under  unfavorable  conditions  beyond  which  they  have 
little  or  no  control,  such  as  poor  location  or  limited  capital. 

The  significant  feature  of  industrial  inefficiency  is  that  not  all 
concerns  are  lacking  in  the  same  respect.  One  is  unusually  well* 
managed  in  one  department;  the  other  is  exceptionally  strong  in 
another  department.  The  problem  before  each  one  is  to  find  its 
"weak  spot,"  and  then  take  measures  to  correct  the  situation 
there. 

The  source  of  inefficiency  could  be  located  if  composite  statis- 
tics derived  from  the  entire  industry  were  in  the  hands  of  eadi 
concern.  By  comparing  its  records  with  the  average,  each  one 
could  discover  in  what  respect  it  was  unusually  good  or  unusually 
bad.  Of  course  the  normal  situation  could  be  summarised  only 
from  accounts  and  reports  kept  and  rendered  uniformly  throo^ 
out  the  industry.  .\  complete  composite  record,  currently  calcu- 
lated for  each  line  of  commercial  and  industrial  enterprise,  is  the 
real  statistical  need  of  business.  What  the  sales  or  costs  were  a 
year  ago,  compared  with  what  they  are  at  present,  and  other  simi- 
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lar  relationships,  do  not  reflect  the  weaknesses  of  the  concern  as 
compared  with  its  rivals.  These  matters  are  local  history.  To 
rely  on  them  is  like  running  a  race  backwards,  with  no  knowledge 
of  the  speed  of  your  opponents. 

During  the  war  the  Federal  Trade  Commission  compiled  aver- 
age figures  of  the  costs  of  mining  coal  in  each  field  where  the  gen- 
eral conditions  of  operation  were  similar.  The  array  of  facts 
which  it  collected  show  the  possibilities  of  standardized  reports  of 
industrial  experience.  Suppose  the  chart  covering  the  Illinois 
field  were  published  and  sent  to  the  operators  in  that  district.  It 
would  show  that  30  per  cent  of  the  coal  mined  in  the  field  cost 
x.xx;  50  per  cent  cost  x.xx  and  80  per  cent  cost  x.xx;  and  schedules 
of  component  items  would  accompany  the  aggregate  figures. 
Each  operator  could  compare  his  costs  with  the  standard  com- 
puted from  the  reports  of  his  business  associates.  Suppose  his 
expenses  were  above  the  average.  He  could  locate  the  source  of 
excess  cost,  whether  it  is  a  matter  of  royalties,  depreciation,  wages, 
ventilation,  drainage  or  what  not. 

Costs  of  production  are  but  one  side  of  the  question.  The  chart 
also  would  show  the  average  price  received  for  the  coal  f .  o.  b. 
mine.  Each  operator  could  check  his  gross  receipts  per  ton 
against  the  prices  realized  by  the  others  in  the  field.  The  com- 
parison would  show  the  comp)etency  of  his  sales  organization. 

The  extent  to  which  detailed  records  of  equipment  performance 
and  other  similar  memoranda  are  to  be  kept,  could  be  prescribed 
with  the  assurance  that  the  results  would  pay  for  the  exi)ense  in- 
curred many  times  over.  The  beater  records  in  paper  mills,  the 
facts  of  oil  consumption  on  the  various  divisions  and  in  the  several 
branches  of  locomotive  service  on  the  Louisville  and  Nashville 
Ilailroad,  and  the  location,  frequency  and  cause  of  breakdowns  in 
pipe  lines  as  recorded  by  many  water  companies  are  typical  of  the 
equipment  data  that  can  be  used  to  save  money. 

Records  of  personal  efficiency  have  a  field  of  unbounded  utility. 
Through  them  the  worker  can  see  his  contribution  to  the  product 
of  the  plant,  watch  his  progress  from  day  to  day,  and  gauge  his 
worth  as  compared  with  that  of  his  fellows.  A  very  optimistic 
view  of  records  of  individual  workmanship  was  expressed  by  Mr. 
Robert  B.  Wolf,  whose  experience  along  this  line  led  him  to  say: 


i 
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Tlie  moti  dwaocniuc  induitryu  pUoi  u  me  one  wWob  psaili  tbs  Mkit 
amount  of  IndiTidiiAl  freedom  to  ooch  oMmber.  iffeipottire  of  hk  poeHioo,  aad. 
At  the  iuiie  time,  ie  lo  teiiiitlTely  adjusted  that  U  rwfUelt  immtiititig  tkt  rtmH 
o/kUtidumM,  If hieactkmerefidtininjurytootheribewflleeetlMlaeapafftol 
the  whole,  he  UmeetfrnoflalMiiufrer.  An  organiidinn  of  thb  Mad  om  aofw  be 
need  bj  the  enplojer  to  eqMt  the  employe, for  if  «ai 
Mf  to  ka  lAef  f*e  fMOfliie  qf  onr  OM  pari  (/ a«  offoiMilieii  M , 
upm  Ikai  if  mr9€iMtr  part,  and  therrfon  upon  tJufueemqftktwkoU,* 

There  is  no  intent  to  convey  the  impwgrioo  that  a  fyBteiii  of 
records  can  be  evolved  which  will  give  ready-to-uae  formulae  that 
can  be  applied  by  a  novice  to  reveal  the  vital  facta  of  any  huMM 
or  of  industry  in  general.  Figures  and  data  must  be  used  by  thoie 
who  understand  the  conditions  underlying  their  derivation,  other- 
wiae  the  most  unwarranted  assumptions  may  be  made.  For 
<xample,  a  flat  comparison  of  the  expenditures  and  HJUliUMJi  of 
railroads  throughout  the  United  States  would  be  most  misleading 
on  n(x^unt  of  the  different  physical  and  economic  regions  in  iriiich 
tiu-y  o|H'rate. 

Some  will  say  that  any  situation  reflected  by  statistics  can  be 
(explained  or  excused  by  a  party  intimately  associated  with  it 
This  may  be  so  in  the  first  instance,  but  a  constant  course  of  ex- 
planation on  his  part  is  pretty  good  evidence  of  an  unsound  con- 
dition. Moreover  his  supply  of  excuses  will  diminish  and  detec- 
tion will  become  correspondingly  easy. 

The  provision  of  a  ''clinical  thermometer  of  industry**  through 
composite  statistics  ^nll  point  the  way  to  progress,  but  it  will  do 
nothing  of  itself.  Statistics  will  aid  in  the  diagnosis,  but  they 
^ill  not  effect  the  cure.  The  management  of  the  concern  must 
apply  the  proper  remedy. 

(B)  Cajnial  Will  Be  Directed  to  Produetite  Fiddt 

The  financial  interests  of  the  country  will  be  benefited  by  stand- 
ardized re|)orts  of  industrial  experience.  The  investing  public 
will  be  furnished  with  facts  concerning  the  normal  realisation  on 
investment  in  many  lines.  The  concern  that  is  not  up  to  the 
standard  can  be  noted.  Dividends  alone  wiU  no  longer  be  the 
criterion  of  value, — assets,  liabilities,  revenues  and  expenditures 
can  be  intelligently  scrutinized.  The  buyer  of  seciuities  will  have 
a  guide  to  aid  him  in  the  investment  of  his  funds. 

•  **The  Creati^  Workman."  Teehnlcal  AjB*n.  of  Pulp  k  Paper  IiKhiitry.  Notr 
York,  1018.  p.  IS. 
IS 
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Banks  and  credit  advancing  institutions  insist  upon  a  financial 
statement  from  the  borrower  before  they  decide  upon  the  line  of 
credit  to  be  extended  to  him.  Suppose  that  bankers  were  pro- 
vided with  figures  showing  the  normal  conditions  in  the  industry, 
— the  average  relative  strength  of  the  several  items  on  its  balance 
sheets  and  the  average  earning  power  of  the  concerns  engaged  in 
it.  Decision  upon  the  proper  line  of  credit  to  allow  would  be 
facihtated,  risk  would  be  less,  other  things  being  equal,  interest 
rates  would  be  lower,  and  the  loss  to  the  public  through  the  mis- 
direction of  the  flow  of  capital  would  be  materially  lessened. 
The  development  of  standard  business  records  will  also  be  a 
means  of  safeguarding  against  the  contraction  of  bad  debts,  since 
the  debtor's  statements  could  be  readily  analyzed,  and  his  Hmit 
of  credit  decided  with  assurance. 

Where  the  management  of  an  enterprise  is  separate  from  the 
ownership,  as  frequently  obtains  with  corporations,  the  owners 
could  carefully  review  the  work  of  their  administrative  agents. 
Composite  data  secured  from  uniform  records  would  be  the  means 
of  fashioning  the  strongest  sort  of  a  club  to  wield  over  the  heads  of 
inefficient  managers.  The  ownership  would  be  able  to  criticize 
the  conduct  of  the  business  in  the  light  of  the  experience  and 
progress  of  its  associates  in  the  same  industry. 

(O  Facts  Will  Be  Available  for  the  Discussion  of  Problems  of 
^     Wealth  Distribvtixm 

The  problems  connected  with  the  distribution  of  wealth  are 
further  from  solution  than  those  concerned  with  its  creation. 
Facts  about  the  distributive  process  will  be  of  the  greatest  help 
to  those  who  are  trying  earnestly  to  establish  more  equitable 
relations  between  capitalist,  manager  and  wage-earner. 

"Profiteering'*  has  been  decried  over  the  length  and  breadth  of 
the  land,  and  the  "profiteer,"  whoever  and  wherever  he  may  be, 
has  been  branded  a  traitor  and  a  scoundrel.  But  who  is  a  "pro- 
fiteer," and  just  what  is  "profiteering?"  TEese  terms  have  not 
been  defined,  nor  can  they  be  until  the  shares  of  the  surplus  wealth 
taken  by  each  of  the  groups  engaged  in  production  are  known. 
Only  then  can  the  public  decide  what  a  "fair  return"  and  a  "fair 
wage"  is,  and  who  the  "profiteers"  are.  It  may  develop  that 
those  most  vehement  in  their  denunciations  are  not  without  sullied 
hands. 
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If  a  system  of  records  is  used  to  establish  new  piece  rates  wfakh 
lower  the  wa^  for  an  equivalent  amount  of  work,  it  i^iil  be  scrvinf 
a  perverted  function.  On  the  other  hand,  if  it  is  a  means  of  pro- 
moting incluiitr>\  initiative  and  loyalty*  and  a  device  which  seicda 
those  to  receive  increased  wages  and  be  given  places  of  larger  op- 
portunity and  responsibility,  it  will  be  employed  in  the  best  inter* 
ests  of  all.  The  immediate  results  of  a  perverted  use  of  uniform 
records  will  blind  the  public  to  the  more  or  less  vague  benefits 
which  tliey  promi^te  in  the  distant  future. 

Complete  and  standardized  records  of  industrial  ezpcrienoe 
will  l)e  of  trtMiiendous  value  to  a  board  of  labor  arbitration.  Tho 
figun*s  will  stand  for  or  against  the  worker  according  to  the  way 
they  compare  with  the  general  wage  level  in  his  industry  or  in 
other  industries  in  which  the  work  done  is  similar  to  his  own. 
Knowledge  of  the  facts  ^ill  further  a  compromise  of  justice,  and 
will  enable  the  public  to  voice  its  approval  or  disapproval  of  the 
awani. 

While  the  identity  of  tlie  individual  company  was  not  disclosed, 
tin*  records  of  the  Federal  Trade  Commission  showed  that  one 
ofHTator  was  charging  over  a  dollar  for  administrative  saliu-ies 
and  ex]>enM\s  per  ton  of  coal  mined.  Most  of  the  companies  were 
charging  under  ten  a-nis  per  ton  for  tliis  item.  A  discrepancy  so 
large  is  unwarranted  on  its  face,  and  would  seem  to  indicate  an 
ibnormal  appropriation  of  the  earnings  of  the  mine  by  its  man- 
agers. Supi>ose  this  were  the  case,  and  the  wage-earners  were 
differing  in  consequence.  Would  not  a  board  of  arbitration  have 
>t)me  very  good  evidence  upon  which  to  act? 

(D)   The  EldiicaHon  of  the  Consumer  Along  Eiconamie  Linee        ^ 

Infornuition  concerning  the  cost  of  doing  business,  the  grom 
return  for  goods  and  services  sold  and  the  net  income  to  owners, 
managers  and  workers  will  be  a  means  of  educating  the  consnmrr 
along  economic  lines.  One  of  the  sources  <tf  economic  diaoord  in 
the  past  has  Ix^n  the  consumer's  ignorance  of  the  effect  of  his 
whims  and  di^sires  upon  the  machinery  of  production.  To  what 
t'xtent  could  the  welfare  of  the  nation  be  promoted  if  the  consumer 
were  educated  to  approximate  his  demands  in  aU  lines  to  the  avaO* 
able  suf^ly  as  he  was  in  a  few  respects  during  the  recent  food  and 
fuel  conser\'ation  campaigns? 
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In  seasonal  industries  production  runs  at  top  speed  for  a  period, 
and  then  it  is  discontinued  for  probably  the  balance  of  the  year. 
As  a  consequence  capital  and  labor  are  alternately  overworked 
and  idle.  This  condition  results  in  general  inefficiency  and  high 
prices,  not  to  mention  the  distress  of  the  workers  affected  by  un- 
employment. Another  opportunity  for  the  conservation  of  waste 
through  the  education  of  the  consumer  is  to  teach  him  to  give  in- 
creased favor  to  standardized  articles.  If  the  public  knows  about 
the  piroblems  confronting  its  business,  it  can  better  mitigate  the 
suffering  and  friction  they  cause,  and  co5perate  to  further  their 
solution. 

(E)  Improved  Public  Regulation 

Standardized  methods  of  record  keeping  will  promote  the  in- 
telligent regulation  of  business.  Too  frequently  our  laws  along 
this  line  have  been  the  result  of  public  indignation,  factional  agita- 
tion or  group  prejudice.  Provision  must  be  made  for  the  collec- 
tion of  facts  upon  which  to  base  economic  legislation  in  the  future. 

Statistics  derived  in  a  uniform  way  in  each  industry  and  made 
available  to  the  States  can  be  used  along  the  line  of  labor  legisla- 
tion, for  the  prevention  of  industrial  accidents  and  diseases,  the 
establishment  of  systems  of  state  insurance  and  pensions,  the 
treatment  of  wage  disputes  and  the  taking  of  other  measures  to 
further  the  welfare  of  the  worker.  They  will  aid  the  States  in  their 
regulation  of  incorporation,  their  programs  of  taxation,  and  pro- 
mote business  regulation  which  is  constructive  rather  than  restric- 
tive in  aim. 

These  figures  can  be  used  in  building  up  our  tariff  schedules  in  a 
scientific  way.  Our  federal  taxation  plans  can  be  revised  to  ap- 
portion the  incidence  of  the  burden  more  equitably  upon  the 
several  economic  groups  in  the  community  because  their  respective 
abilities  to  pay  will  be  known  more  definitely.  The  regulation  of 
interstate  commerce  would  be  facilitated  by  uniform  industrial 
records,  and  reasonable  and  imreasonable  restraints  of  trade 
could  be  distinguished  more  readily.  The  function  of  regulation 
could  be  made  administrative  rather  than  judicial  in  its  operation. 
If  the  federal  government  is  to  engage  in  positive  assistance,  or 
even  own  and  operate  industrial  enterprises,  let  it  do  so  on  the 
basis  of  facts.  Marine  insurance  and  ship  subsidy  are  cases  in 
point. 
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(F)  Tks  FruiU  of  InduMinal  Col^peraHcn  Can  B0  Bt^io^ 

Wasteful  duplication  of  eflfort,  the  constant  tendency  to  discord 
and  diminished  returns  and  the  lack  of  ^vw»wHwt<^i  irfuch  char- 
acterise the  r6gime  of  competition  are  giving  rise  to  a  growing 
conviction  that  it  is  a  costly  regulator  of  trade.  Q)ttperation 
promises  many  benefits  and  economies,  but  it  is  also  fraught  with 
many  dangers.  It  can  be  permitted  only  under  adequate  public 
regulation;  otherwise  it  might  lead  to  abuses  which  would  violate 
and  stamp  out  freedom  of  opportunity;  it  mi^tlead  to  the  wanton 
ciu-tailinent  of  service  and  the  arbitrary  elevation  of  prices  through 
monopoly  power.  Regulation  of  cooperation  should  be  founded 
upon  uniform  records  turned  in  to  the  regulatory  body.  It  will 
be  recalled  that  the  regulation  of  the  railroads  under  the  act  of 
1887  was  greatly  handicapped  until  the  uniform  system  of  ac- 
counting was  prescribed  and  adopted  under  the  provisions  of  the 
Hepburn  Law. 

The  movement  toward  industrial  cooperation  is  shown  in  a 
concrete  manner  by  the  following  resolution  which  also  was  pasted 
at  the  recent  convention  of  the  chambers  of  commerce: 

The  war  hai  demooftrmied  that  through  induftrud  ooflpflimtioD  great  eeoa 
omiet  may  be  achieved,  waste  eUminated,  and  effioency  tncreaaed.    The 
iboukl  not  forget,  but  rather  should  capitalize  theee  lenoot  l^  adapting  el 
war  practioee  to  peace  conditions  through  permitting  reaionibl 
between  units  of  industry  under  appropriate  federal  supenriikMi.    The  ooodi- 
tioos  incident  to  the  period  of  readjustment  render  it  imperative  that  aU  ob- 
ttadet  to  reasonable  cooperation  be  immediately  removed  throogh  appropriate 


The  industries  of  the  country  that  are  progressive  are  urging 
oo6peration^ under  governmental  supervision.  To  be  adequate 
this  supervision  should  be  based  on  facts,  and  the  business  of  the 
cooperating  units  must  be  made  public,  therefore,  to  a  degree 
which  ^^nll  enable  regulation  satisfactory  to  them  and  to  the  people 
at  large. 

DimcfUiiTiss  IN  TBS  Wat 

The  difficulties  that  confront  any  agency  that  undertakes  the 
work  of  installing  a  uniform  record  system  are  grave  indeed .  First 
of  all  there  is  the  construction  of  a  generally  acceptable  and  work- 
able system, — one  that  will  give  accurate  results  quickly  and  eco- 
nomically.   There  b  the  further  problem  of  securing 
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adoption  of  the  plan  as  worked  out,  and  seeing  that  the  orders  are 
followed  in  letter  and  spirit  by  a  great  number  of  concerns.  The 
exjHTience  recorded  would  have  to  be  collected  and  disseminated 
and  be  of  benefit  to  the  industry  and  to  the  public.  The  reports 
and  advice  of  the  central  compiling  bureau  would  have  to  be 
recent  enough  to  be  news  rather  than  history;  the  composite 
figures  would  have  to  be  taken  from  businesses  operating  under 
the  same  general  conditions  and  confronted  with  the  same  general 
problems;  moreover  the  periods  covered  in  the  reports  would  have 
to  be  of  the  same  duration  in  order  to  be  comparable. 

The  Plan  Must  Await  Public  Consideration  and  Approval 

Uniformity  in  record-keeping  cannot  be  installed  successfully 
from  above.  If  this  is  done  the  systems  will  be  regarded  as  bur- 
dens,— as  more  legislative  interference.  When  the  majority  of 
American  business  men  concur  in  the  resolutions  of  the  chambers 
of  commerce,  the  time  will  be  at  hand  to  consider  the  application 
of  the  abstract  proposal  to  have  standardized  records  of  industrial 
experience. 


Grading  and  Standardization  in  Marketing 

Foods 

By  W.  F.  Gephart 
Waahincioo  Univvnity.  SL  Louu,  Mo. 

^T^HERE  hM  been  much  diiicussion  recently  with  respect  to  the 
^  importance  ol  a  standard  unit  of  value  lx>Ui  for  this  coun- 
try and  for  the  great  international  trading  nations.  This  is 
important  not  only  because  of  the  bearing  that  such  a  i  liinnBH 
standard  of  value  has  on  trading  within  any  single  country  bat 
also  because  of  the  enormous  development  of  international  trad- 
ing. The  United  States  and  iU  products  have  become  such  an 
important  factor  in  the  international  markets  of  the  world,  that 
we  can  no  longer  be  indifferent  as  to  standards  of  value.  There 
are  peculiar  difficulties  to  be  encountered  in  arriving  at  such  a 
standard  whicli  would  he  stable,  in  a  country  with  such  a  diver- 
sity of  industry'  and  area  as  the  United  States — not  to  discuss  the 
added  difficulties  which  are  met  when  exchange  among  various 
countries  arises. 

The  standard  of  value  is,  like  all  other  standards  of  measure- 
ment, partly  a  result  of  law  and  partly  a  result  of  custom.  But, 
since  the  unit  of  value  must  measure  all  other  goods,  its  real  or 
other  goods  value  and  its  continual  change  in  this  goods  vahie 
are  difficult  to  express  in  some  one  standard  or  in  static,  unchan9-> 
ing  values. 

Then,  too,  this  unit  of  value  or  the  material  of  which  it  is  now 
composed  has  in  itself  value  in  tenns  of  other  goods.  It  satisfied 
the  desire  of  coosumers  for  otlier  than  tliat  of  measuring  the  value 
of  goods;  whereas,  other  measuring  units,  such  as  the  yard,  the 
bushel  or  the  pound,  have  in  their  representatives  little  actual 
economic  good.  If  the  metals  which  go  to  make  up  the  unit  of 
value  did  not  thus  have  the  value  in  the  arts  and  sciences,  it  would 
be  easier  in  using  them  to  arrive  at  a  static  or  stable  measuring 
unit  of  value. 

This  standard  of  value,  as  contrasted  with  other  staadanb  ol 
measurement,  affects  not  only  the  immediate  exchanges  in  a 
given  market  at  a  given  time  but  also  exchanges  to  be  made  in  a 


The  Annals  of  the  American  Academy 

future  market, — ^for  example,  in  the  transactions  of  debtors  and 
creditors.  Thus  a  given  sale  of  credit  for  a  consideration  may  at 
the  actual  delivery  or  payment  represent  either  more  or  less  than 
the  amount  of  exchange  when  the  contract  was  made.  But  in 
the  ordinary  transactions  of  the  market,  the  use  of  other  stand- 
ards of  measurement,  however  variable  they  may  be  in  different 
markets,  does  not  ordinarily,  if  confined  to  a  single  market,  work 
any  injustice  on  either  party  to  the  trade  or  transaction. 

When  A  borrows  $100  of  B,  he  may  later  pay  more  or  less  than 
$100;  but  when  there  is  a  transaction  between  two  parties  involv- 
ing, for  example,  100  bushels  of  wheat,  the  bushels  of  wheat  to 
the  respective  traders  mean  ordinarily  the  same  thing.  How- 
ever, in  the  case  of  many  commodities  where  the  trading  involves 
an  exchange  between  dealers  in  different  markets,  confusion  and 
(liflBculty  arise  approximating  that  to  be  found  when  the  standard 
of  value  is  of  prime  consideration. 

It  is  not  intended  here  to  discuss  primarily  the  inconvenience 
and  losses  resulting  from  the  fluctuating  standard  of  value,  either 
in  the  same  nation  or  between  different  nations,  but  to  suggest 
some  asp>ects  of  the  importance  to  the  market  of  developing  stand- 
ards and  grades  for  food  commodities.  Frequently,  discussion  of 
the  significance  of  changes  in  the  standard  of  value  seems  to  neglect 
the  fact  that  there  is  an  equally  serious  lack  of  uniformity  in 
other  standards  of  measurement.  This  is  esp)ecially  true  in  the 
United  States  where  there  are  to  be  found  many  different  stand- 
ards of  measurement  of  ordinary  food  commodities,  and  at  the 
same  time  a  very  general  absence  of  grading  of  food  commodities. 

Variety  of  Standards  and  Absence  of  Grading 

The  explanation  of  this  great  variety  of  standards  and  the  gen- 
eral absence  of  grading  is  not  far  to  seek.  Owing  to  the  great 
extent  of  the  country,  the  scarcity  of  population  and  the  wide 
separation  of  the  settlements  for  many  years  during  the  early 
history  of  the  United  States,  there  was  but  a  limited  amount  of 
trading  among  these  groups.  The  market  was  in  a  large  way  a 
local  one.  There  was  also  a  great  variety,  even  in  the  earlier 
period,  of  products  and  resources  from  this  coimtry.  Then,  too. 
the  lack  of  transportation  facilities  and  other  means  of  commu- 
nication between  the  widely  separated  settlements,  all  conduced 
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to  restrict  trading  within  the  group.  Tberefoce.  greftt  varietiet 
of  meMuring  unitit  developed,  each  cominunity  ■•><»''**wg  whatever 
teemed  to  answer  iti  own  needs,  and  thus  were  perpetuated 
through  cuAtom  and  use  these  numerous  standards. 

It  was  not  until  the  population  had  increaaed  along  with  the 
dervelopment  of  transportation  facilities  and  other  means  of  com- 
munication, that  inter-group  trading  developed  and  these  varie- 
ties of  standards  came  to  tlie  notice  of  the  traders.  Even  then  the 
importance  of  the  national  and  international  market  was  much 
less  than  that  of  the  local  market,  expecially  since  the  few  pro- 
ducts moving  to  the  international  market  consisted  of  wheat  and 
other  staple  commodities,  such  as  cotton,  in  which  any  local 
differences  in  standards  could  in  the  international  market  easily 
be  unified. 

Another  factor  which  has  greatly  contrihuterl  to  the  variety  of 
standards  is  that  of  the  character  of  our  iM)litical  organisation. 
The  federal  government,  the  state  governments  and  the  local 
governments,  each  have  under  our  theory  of  distribution  of  politi- 
cal power,  authority  to  establish  standards  and  grades  for  food 
commodities.  The  federal  government  has  not  until  compara- 
tively recent  times  been  very  active  in  this  respect,  and  hence  the 
state  governments  and  the  local  governments — especially  those 
of  the  larger  municipalities — have  been  free  to  exercise  their 
ideas  on  this  subject  The  result  has  been  that  the  numerous 
state  and  city  governments  have  passed  laws  establishing  a  great 
variety  of  standards  and  grades  for  food  commodities. 

Not  only  has  there  been  lade  of  uniformity  even  between  the 
states,  but  in  a  single  state  a  state  standard  has  frequently  dif- 
fered from  that  of  a  city  or  cities  within  the  state,  so  that  the 
result  has  come  to  be  that  for  a  particuhir  commodity  there  may 
be  a  federal  standard,  or  grade,  a  state  standard  or  grade,  and  a 
city  standard  or  grade.  It  is  true  that  this  is  an  extreme  illus- 
tration of  the  variety,  but  examples  can  be  found  where  there  is 
this  degree  of  lack  of  uniformity.  Certainly  the  states  have  power 
to  establish  standards  in  grades  for  intra-state  movements  of 
food  commodities  different  from  those  of  the  federal  government 
It  may  be  a  debatable  question  whether,  under  some  state  consti- 
tutions, city  governments  have  the  power  to  establish  standards 
and  grades  different  from  those  ol  the  state.    In  any  event  either 
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Uirough  the  absence  of  prohibitions  in  the  state  constitution 
itself,  or  because  of  the  strong  force  of  custom,  the  above  three- 
fold variety  in  standards  does  exist.  The  people  of  the  particular 
conunimity  or  section  of  the  country  thus  become  accustomed  in 
their  dealings  to  the  standards  of  measurement  and  are  loth  in 
their  exchanges  with  buyers  and  seller  in  other  markets  to  accom- 
modate themselves  to  the  standards  used  in  other  markets. 

Many  examples  of  these  variations  in  standards  of  measure- 
ment could  be  cited.  For  instance,  in  the  case  of  the  eight  lead- 
ing cereals  in  the  United  States,  there  are  twenty-three  (23)  dif- 
ferent bushels  in  use.  The  size  of  the  hampers  which  are  used  in 
marketing  certain  food  commodities,  both  perishable  and  non- 
perishable,  differ  very  greatly.  In  the  packing  and  selling  of 
hundreds  of  commodities  entering  into  various  markets,  the  deci- 
mal system  is  sometimes  used;  and  in  other  cases  the  dozen  and 
gross,  without  any  evident  reason  except  custom  to  explain  one 
or  the  other  methods.  Great  confusion  and  inconvenience  result 
from  these  variations  in  standards  of  measurement,  and  the  ad- 
justment necessary  to  be  made  represents  an  enormous  outlay  of 
time  and  money. 

Then,  too,  the  consuming  public,  as  distinguished  from  the 
trading  public,  tends  to  p)erpetuate  this  unfortunate  confusion. 
The  average  consumer,  for  example,  does  not  like  to  buy  potatoes 
or  eggs  by  weight,  for  he  has  been  long  accustomed  to  buy  these 
commodities  either  by  measure  or  count.  Vegetables  are  pur- 
chased by  the  bunch  because  that  has  been  the  accustomed 
method  of  marketing  them. 

Attempt  to  Standardize  Units  of  Measurebient 

There  have  been  many  examples  where  an  effort  has  been  made 
to  standardize  the  units  of  measurement,  and  the  reform  has  not 
been  able  to  be  made  because  of  the  opposition  of  the  public  or 
its  indifference.  Laws  are  passed  or  ordinances  are  enacted  with 
respect  to  the  establishment  of  standards  of  measurement,  and 
they  remain  unenforced  because  public  sentiment  will  not  support 
the  regulation,  notwithstanding  that  in  many  of  these  cases  the 
consumer  is  the  one  who  would  benefit  the  most  from  the  obser- 
vance of  certain  standards.  Whether  eggs  are  sold  by  weight  or 
by  the  dozen  makes  a  very  great  difference  in  the  final  result  to  the 
consumer. 


Grading  in  Markktino  Pdonfc  Mt 

An  actual  caae  in  point  can  he  cited  of  two  hrge  citieii.  locatH 
in  different  statea,  which  draw  their  mipply  of  eggi  from  the  same 
general  territory.  In  one  city  there  is  a  reinilation  requiring 
eggs  to  be  sold  by  weight;  in  the  other,  there  is  no  mich  rrgula- 
tkm.  The  very  natural  result  is  that  in  the  egg-producing  area 
the  small  eggs  go  to  the  market  which  has  no  regulatioii  lequhiug 
their  sale  by  weight 

Even  in  the  case  of  such  commodities  as  meat  products,  there 
is  little  uniformity  in  the  preparation  of  the  cuts  for  the  market 
in  different  sections  of  the  United  States.  This  is  especially  true 
of  beef  and  mutton,  so  that  the  result  is  that  whenever  an  effort 
is  made  to  compare  prices  of  such  an  important  food  commodity 
as  beef,  great  difficulty  is  experienced.  Not  only  is  there  the 
necessary  difference  in  grading  the  quality  of  the  animals  them- 
selves for  the  market  but  even  the  meat  of  the  same  grade  of 
animal  is  prepared  for  the  market  in  different  ways,  so  that  there 
is  a  great  variety  of  cuts  and  very  little  actual  correspondence  in 
the  same  cut  in  different  markets.  It  is  very  mudi  a  question 
whether  the  reforms  needed  to  be  made  in  the  case  of  standard- 
ization and  grading  should  concern  themsdves  first  with  the 
commodities  which  are  so  directly  of  interest  to  the  people  as 
daily  buyers  of  food  commodities  in  the  market  or  ^^ith  those 
staple  food  commodities  which  move  in  interstate  trade,  and 
are  of  interest  primarily  to  producers  and  traders. 

DmoROANinD  Fdbld  of  Ungraded  Food  CcNocoDrraai 

All  of  what  has  been  stated  above  has  had  prime  reference  to 
the  establishment  of  standards  of  measurement  Hiere  still 
remains  that  very  large  and  important  disorganized  fidd  of  un- 
graded food  commodities.  Scarcely  a  beginning  has  been  made 
in  this  country  in  grading  food  commodities.  What  little  has 
been  done  has  been  the  result  primarily  of  the  activities  of  the 
federal  government  and  not  of  the  state  or  local  governments, 
ahhon^  not  a  few  states  have  grading  regulations  of  one  or  more 
important  food  commodities  if  they  are  produced  in  large  quanti- 
ties in  the  state.  Some  progress  has  been  made  in  grading  siick 
commodities  as  wheat  potatoes,  and  a  limited  number  of  otliflr 
food  products. 

Very  well  recognised  difficulties  are  met  when  it  ooomb  to  the 
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establishment  of  grades  of  food  commodities.  One  of  the  great- 
est difficulties  is  the  fact  that  a  particular  commodity  which  is 
sought  to  be  graded  is  produced  in  so  many  different  sections  of 
the  country,  and  varies  in  these  sections  so  considerably  with 
respect  to  size  and  quality,  that  a  imiform  grading  law  for  the 
country  as  a  whole  might  work  a  very  great  hardship  on  certain 
classes  of  the  producers  of  this  commodity.  For  example,  if  the 
grading  in  the  case  of  potatoes  is  partly  a  question  of  size,  diffi- 
culties are  encountered,  due  to  the  fact  that  this  product  varies 
very  considerably  in  size  in  different  sections  of  the  country, 
without  a  corresponding  difference  in  quality. 

It  is  probably  true  that  gradmg  laws  should  be  considered 
primarily  from  the  viewpoint  of  the  dealers  in  these  commodities; 
that  is,  the  grower  and  distributor,  rather  than  primarily  from 
the  viewpoint  of  the  consumer.  In  other  words,  grading  regu- 
lations are  primarily  of  value  as  an  adjunct  to  more  advantageous 
marketing. 

It  is  not  true  that  grading  regulations  can  be  applied  to  any 
and  every  food  commodity.  There  are  very  definite  limits  to 
grading  and  standardization  regulations,  and  the  attempt  to 
establish  them  for  all  grades  of  food  commodities  would  Only 
lead  to  greater  confusion  than  that  which  now  exists.  There 
can  be,  however,  no  difference  of  opinion  as  to  the  need  for  im- 
proved grading  regulations  and  an  increased  number  of  uniform 
standards  of  measurement  being  established  to  facilitatenot  only 
the  better  marketing  of  food  commodities,  but  also  toj^confer  a 
distinct  advantage  upon  consumers. 

The  United  States  has  passed  out  of  its  pioneer  stage  of  indus- 
trial development.  The  local  market  has  given  way  to  that  of 
the  national  market,  and  that  has  been  succeeded  in  the  case  of 
many  food  conmriodities  by  the  international  market.  The  absence 
of  standardization  and  grading,  except  as  it  was  found  in  the 
particular  local  market,  was  of  no  particular  significance  in  this 
earlier  period.  But  now  that  buyer  and  seller  are  often  separated 
by  hundreds  of  miles,  and  therefore  the  commodity  cannot  be 
inspected  nor  samples  sent,  it  is  necessary  that  some  means  of 
conveying  exact  and  accurate  information  to  the  buyer  of  what 
the  seller  has  to  seU  be  devised.  The  awkard  method  is  yet  used, 
in  the  case  of  some  non-perishable  food  commodities,  of  sending 
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ftntpht  cl  the  goods  to  be  fold,  whereas  if  that  were  an  adequate, 
established  grading  law  this  would  not  be  necessary. 

In  some  cases  producers  in  the  Ignited  Statfs  have  gone  farther 
than  those  of  any  other  nation  in  Mtandardixing  products,  espe- 
cially those  of  the  machine  industry  and  many  other  manure- 
lured  articles.  The  interchangeable  part  is  a  characteristic  of 
American  machines,  and  standard  equipment  has  come  to  be  a 
common  thing  in  many  lines  of  manufactured  commodities. 

Little,  however,  has  been  done  with  respect  to  food  commodi- 
ties. As  has  been  suggested,  the  difficulty  in  arriving  at  a  re- 
formed system  of  standards  and  Ki'^ding  consists  partly  in  the 
divided  political  authority  over  such  matters,  and  partly  in  tlie 
fact  that  custom  does  not  readily  give  way  to  a  superior  ssrstem. 
An  improved  situation  may  be  brought  about  in  several  manoen: 

1.  No  political  action  or  propaganda  for  the  change  mi^t  be 
taken  up,  leaving  the  whole  condition  to  bring  itself  to  bear  in 
all  its  confusion  more  and  more  upon  the  people,  and  gradually, 
in  time,  through  a  recognition  of  these  difficulties,  a  change  look- 
ing towards  uniformity  might  be  made.  This  doubtless  would  be 
of  very  slow  progress. 

2.  Anotlier  method  of  improvement  might  be  adopted  by  leav- 
ing the  whole  matter  in  tlie  hands  of  tlie  trade  groups  themselves, 
in  the  belief  that  they  would  graduaUy  bring  about  improved 
standards  and  grades. 

3.  An  appeal  to  the  governmental  action  might  be  made.  Tliis 
would  seem  the  most  promising  of  all,  but  a  difficulty  might  arise 
in  connection  with  using  the  government  as  an  agency  of  refoim. 
This  has  already  been  suggested  in  the  divided  control  that  exista 
between  the  federal  and  the  state  governments  over  the  subjeol 
of  standardization  and  grading. 

It  would  seem,  however,  that  in  a  situation  such  as  this,  where 
custom  is  long  estabUahed,  where  there  is  great  variety  in  pmctiee 
in  different  sections  of  the  country,  and  ^ere  dividcxi  political 
authority  exists,  a  peculiarly  good  and  promising  field  of  activity 
is  fumislied  to  the  federal  government.  The  central  government 
might  well  afford  to  take  the  lead  by  gradually  inorasing  its 
regulations  establishing  standards  and  grades  for  food  commod- 
ities. This  would  be  not  only  a  standard  for  mtentate  ship- 
ments, but  because  of  its  uniform  nature  the  statea  would  doubt* 
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lets  adopt  the  same  standard  and  grade  as  that  of  the  United 
SUtes. 

Indeed,  in  those  few  cases  where  the  federal  government  has 
already  established  standards  and  grades,  there  has  been  a  marked 
tendency  on  the  part  of  states  and  cities  to  modify  their  laws 
and  regulations,  in  hannony  with  those  of  the  federal  government. 
The  Department  of  Agriculture  and  the  Bureau  of  Standards  of 
the  federal  government  could,  after  careful  investigation,  suggest 
standards  and  grades  for  many  food  commodities. 

The  puri>ose  of  such  standardization  and  grading  should  be  the 
facilitating  of  the  marketing  of  these  commodities,  and  as  an 
incidental  result,  the  consumer  would  be  greatly  benefitted.  The 
matter  is  not  at  all  simple,  for  it  will  mean  not  only  a  change  in 
state  regulations  but,  what  is  even  more  difficult — a  change  in 
trade  practices.  In  many  cases  of  foods  as  well  as  other  commod- 
ities there  has  grown  up  in  the  trade  a  system  of  grades  that 
has  little  to  justify  it.  It  is  frequently  unnecessarily  complex, 
and  often  too  great  a  number  of  grades  are  established.  These 
numerous  grades  are  partly  a  result  of  historical  development, 
and  very  often  the  conmaodity  as  now  marketed  does  not  justify 
such  a  large  number  of  grades. 

If  a  system  of  standards  for  measuring  food  commodities,  and 
as  simple  as  possible  a  system  of  grading  were  established,  not 
only  would  the  marketing  of  them  be  facilitated  but  the  consumer 
could  acquaint  himself  with  grades  of  food  commodities.  At  the 
present  time  he  is  frequently  a  victim  of  the  distributor.  He 
does  not  know  what  constitutes  a  number  one  product,  and  any 
system  of  grading  ought  to  be  not  only  limited  as  to  the  commod- 
ities but  also  simple  as  to  its  structure. 

We  need  a  great  education  of  the  buying  public  on  food  and 
food  values.  A  proper  system  of  standards  and  grading  will  con- 
duce to  this  end. 


Standardization  and  its  Relation  to  Industrial 
Concentration 

By  Homer  Hoyt 

Waihingtoii.  D.  C. 


npiIE  advocates  of  standardization  may  be  lurprued  to  learm 
''      that  they  are  alao  committed  to  a  policy  of  oooccatration 
of  industry,  yet  that  is  the  inevitable  goal  towards  which  their 
principles  are  carr^'ing  them.     Standardization  and  the  com|)eti- 
tive  spirit  cannot  live  amicably  together;   one  always  tends  to 
destroy  the  other.     Thus  if  standardization  l>e  attemptcxl  under 
competitive  conditions  and  if  a  number  of  rival  finiis  undertake 
to  manufacture  the  same  standardized  article,  competition  is 
entirely  on  the  basis  of  price  and  the  concern  which  can  produce 
at  tlie  lowest  cost  and  consc^quently  sell  at  the  lowest  price  will 
undersell  its  rivals  and  drive  them  from  tlie  field.     Moreover,  if 
standardization  is  retained,  the  progress  towards  monoply  pro- 
ceeds at  an  accelerated  rate  of  speed  because  ever>'  inroad  which 
the  largest  concern  makes  upon  the  markets  of  its  rivals  may 
increase  its  output  and  lower  its  overhead  cost  per  unit  of  pro- 
duct, and  correspondingly  decrease  the  output  and  raise  the 
overhead  cost  per  unit  of  product  of  tlie  smaller  finn.     In  those 
industries  where  miit  costs  decrease  with  volume  the  largest  concern 
can  use  the  very  trade  gained  by  price  cutting  as  a  basis  of  lowering 
prices  still  mpre,  while  the  smaller  concern  with  ever>'  loss  of 
is  either  forced  to  raise  prices  or  to  increase  its  deficit  at  a 
ive  rate.    Wherever  standardization  Uius  makes  mass  productioa 
under  conditions  of  heavy  fixed  capital  the  most  economical, 
competition  will  die  of  its  own  excesses  and  a  combination  of  firms 
— in  which  each  plant  specializes  on  a  given  part  of  the  stand- 
ardized article  or  in  which  the  most  efficient  plant  manufactures 
all  the  articles  under  the  most  favorable  conditions  of  quantity 
'  production — will  hv  tiie  only  stable  form  of  bu.sincsis  orgauiiation. 

Even  as  cominrtition  Urns  faik  when  standardization  i:»  master, 
so  also  is  standardization  overthrown  when  competition  is  kept 
in  the  saddle.    For  the  only  way  by  which  rival  manufacturen 
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escape  from  the  excessive  price  coinj)etition  that  destroys  all 
competition  is  to  transfer  the  competition  from  the  plane  of  price 
to  that  of  quality  by  splitting  up  the  standardized  product  into 
many  brands  that  are  distinguished  from  each  other  by  slight 
differences  in  size,  shape,  color  or  design.  Since  the  consumer 
cannot  properly  appraise  the  pecimiary  value  of  these  intangible 
and  aesthetic  differences,  he  cannot  readily  compare  prices  of 
different  brands  and  he  thereby  loses  his  power  to  stimulate  cut- 
throat competition  between  manufacturers.  On  the  other  hand, 
when  a  producer  makes  his  own  specialty  which  is  not  exactly 
like  the  goods  of  any  one  else,  he  enjoys  a  narrow  range  of  mono- 
poly control  over  price,  the  power  of  which  varies  according  to  the 
strength  of  the  consumer's  preference  for  his  particular  brand. 
The  device  of  the  specialty  not  only  tends  to  perpetuate  competi- 
tion and  small  business  because  it  prevents  ruinous  price  comp>eti- 
tion,  but  also  because  the  production  of  unique  patterns  and 
ornamental  designs  that  appeal  to  a  narrow  market  and  that 
require  frequent  change  of  manufacturing  process  neither  requires 
large  scale  operation  nor  partakes  of  its  advantages.  Thus  the 
independence  and  competitive  freedom  of  the  firms  in  an  industry 
are  maintained  by  the  sacrifice  of  standardization. 

Hitherto,  competition  has  in  the  main  prevailed  over  standard- 
ization among  American  manufacturers  so  that  we  have  been 
showered  with  a  vast  multitude  of  slightly  different  brands.  The 
chief  result  of  this  tendency  has  been  to  give  the  American  con- 
sumer almost  unlimited  power  in  directing  what  styles  of  goods 
should  be  produced.  American  manufacturers  have  not  at- 
tempted to  exercise  autocratic  powers  over  our  daily  life. 
American  consumers  have  not  been  forced  to  lie  in  an  iron  bed 
of  Procrustes  of  standard  dimensions,  but  they  have  had  their 
choice  of  iron,  brass  and  wooden  beds  of  manifold  sizes  and 
designs. 

The  variety  of  design  in  ordinary  articles  has  given  full  opportu- 
nity for  the  satisfaction  of  the  most  fastidious  tastes;  the  discrimi- 
nating judge  of  chairs  had  518  patterns  of  piano  stools  and  a 
countless  legion  of  ordinary  chairs  from  which  to  make  his  choice; 
the  connoisseur  of  plows  and  cultivators  could  undoubtedly  find 
the  style  dictated  by  his  own  individualistic  notions  from  the 
varied  assortment  displayed  by  the  agricultural  implement  dealers; 
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and  anyone  who  waa  particular  about  the  appearance  of  the  interior 
of  his  houae  couM  spend  his  lifetime  in  turning  over  samples  of 
wall  paper.  From  the  cradle  to  the  grave,  from  the  many  varie- 
ties of  cribs  and  baby  carriages  to  the  prof usioo  of  styles  in  burial 
ahroudsandcoflBbs,  the  American  consumer  has  been  unrestricted 
in  his  choice. 

In  order  to  satiitfy  his  eccentric  notions,  however,  the  American 
consumer  is  compelled  to  forfeit  the  benefits  of  standardisation. 
He  cannot  buy  a  standard  limousine,  standard  units  of  ^InHimy 
graded  according  to  wool  content  and  durability,  standard  seti  of 
furniture,  and  standard  canned  goods  of  guaranti'ed  purity, 
weight  and  quality,  but  he  must  select  the  kind  and  quality  of 
goods  he  desires  from  the  bewildering  array  of  similar  brands  in 
our  national  window  display.  Not  only  must  he  spend  his  time 
in  appraising  ornamental  or  superficial  differences  between  slightly 
different  brands,  and  in  educating  himself  against  the  wiles  of  the 
salesmen  who  would  sell  him  an  inferior  brand  with  a  similar  label, 
but  he  must  spend  money  for  his  liberty  of  choice.  The  extra 
materials  and  labor  required  by  the  ornamental  features  of  the 
brands,  the  risk  of  special  brands  going  out  of  style  and  the  luxury 
of  hand  made  and  small  scale  production,  must  be  paid  by  the 
producer  and  passed  on  to  the  consumer.  The  production  of  a 
medley  of  brands  is  also  undesirable  from  the  point  of  view  of  the 
manufacturer  and  ol^  society.  The  manufacturer  is  limited  in  his 
market  because  the  specialty  lacks  the  wide  range  of  demand 
possessed  by  the  standardized  article,  and  he  is  deprived  of  the 
benefits  of  large  scale  production.  Society  loses  on  account  of  the 
wasteful  application  of  its  resources. 

Some  of  tliis  individuality  of  style  is  worth  its  social  cost.  A 
society  in  which  everyone  rode  in  Ford  cars  and  lived  in  uniform 
cement  hoosea  would  be  monotonous  even  though  it  were  the  most 
economical.  It  is  also  true  that  some  differences  in  sise  and  style 
are  required  by  the  exigences  of  industry  and  natural  mdi\'idual 
differences.  But  after  allowing  for  these  necessary  minima,  a 
further  indulgence  of  individual  eccentricities  merely  lessens  the 
surplus  capital  that  might  l>e  used  for  the  cultural  expression  of  a 
people  along  lines  where  fine  differences  count  for  the  most  in 
artistic  effect. 

In  view  of  the  counterbalancing  disadvantages  of  a  profusioQ 
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of  brands,  it  would  seem  that  our  long-cherished  liberties — of 
having  so  much  to  choose  from  that  we  cannot  make  an  intelligent 
choice — are  not  worth  clinging  to.  The  economy  of  standardiza- 
tion makes  a  strong  appeal  to  consumer  and  producer  even  in 
times  of  peace.  When  the  exigencies  of  war  also  required  stand- 
ardization, the  American  public  was  quite  willing  to  sacrifice  its 
theoretical  freedom  of  selection.  The  war — with  its  imperative 
demand  for  the  mass  production  that  was  necessary  to  deluge  the 
enemy  with  steel  and  to  overwhelm  him  by  superior  weight  of 
men  and  materials  and  with  its  insistent  demand  for  the  economy 
of  material  and  shipping  space  that  increased  our  supply  of  war 
material  and  that  widened  the  neck  of  the  bottle  through  which 
these  supplies  were  sent  to  the  battle  front — compelled  a  degree 
of  unificiation  and  standardization  in  American  industry  that  has 
never  existed  before.  American  business  men  who  standardized 
their  products  as  a  part  of  the  team  work  that  won  the  war  also 
tasted  the  fruits  of  tlie  economies  of  standardization  and  they 
now  hesitate  to  return  to  the  old  competitive  struggle  and  its 
diversification  of  brands. 

Combinations  were  necessary  to  secure  the  standization  that 
was  adopted  during  the  war  just  as  combination  is  necessary  to 
secure  standardization  during  peace.  The  war  service  committees 
that  were  organized  in  each  trade  under  the  United  States  Cham- 
ber of  Commerce  were  the  temporary  warrtime  consolidations 
that  substituted  some  degree  of  uniformity  and  standardization 
for  an  every-man-for-himself  policy.  These  ephemeral  industrial 
pools,  formed  only  for  the  period  of  emergency,  derived  their 
binding  force  and  their  resulting  iK)wers  to  compel  standardiza- 
tion chiefly  from  the  spirit  of  national  sacrifice.  Pennanent 
industrial  combinations  to  effect  standardization  must  run  the 
gauntlet  of  an  entirely  different  set  of  social  conditions;  they 
must  meet  the  test  of  industrial  fitness  and  the  scrutiny  of  the 
law.  The  economic  advantage  of  the  standardization  effected 
by  these  combinations  has  already  been  indicated,'  but  the  legality 
of  these  combinations  in  times  of  peace  remains  to  be  discussed. 

The  existing  law  runs  absolutely  coimter  to  the  great  combina- 
tions that  would  sponsor  standardization.  While  standardization 
itself  is  not  prohibited  by  the  law,  the  only  methods  by  which 

•  Supra,  p.  284. 
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thorough -going  standardization  can  be  attained,  i.  e.,  by  combina- 
tion, are  declared  to  be  unlawful.  The  vtry  luppmaioii  of  the 
individualistic  tendencies  of  manufacturers  and  the  unanimity  of 
all  the  finn5t  in  an  indtijttry  that  is  necessary  to  secure  standardisa* 
tion  would  result  in  that  preponderating  degree  of  control  whidi 
is  prohibited  by  the  Shennan  Act.  The  circumstance  that  the 
(•onibination  of  industry  was  for  the  beneficial  purpose  of  lowering 
coMtH  by  large  scale  production  would  not  blind  the  eyes  of  the 
court  to  the  fact  that  the  keen  competition  over  staples  was 
thereby  effectively  restrained.  The  very  power  which  arises  out 
of  great  combinations  is  itself  illegal,  regardless  of  the  mode  of  its 
exercise.  There  is  no  "good  trust"  except  those  raised  under 
the  Webb-Pomerene  Act. 

The  way  towards  standardization  thu.s  lies  between  the  whirl- 
pool of  ruinous  competition  and  the  sharp  rocks  of  the  Sherman 
Act  If  one  business  man  manufactures  a  standard  article  with- 
out some  price  agreement  with  his  fellow  manufacturers,  he  is 
faced  sooner  or  later  wnth  a  fierce  price  competition  which  ends  in 
the  sur\ival  of  one  firm.  If  all  the  business  men  in  a  trade  agree 
to  manufacture  a  standardizes!  product  without  excessive  price 
competition,  they  are  guilty  of  \noIating  the  anti-trust  statute. 
Standardization  in  minor  details  may  be  permanentiy  maintained 
under  competitive  conditions  and  standardization  on  a  large  scale 
may  survive  the  competitive  struggle  for  a  time;  but  the  full 
benefits  of  standardization  can  be  permanentiy  reaped  only  by 
the  great  combinations  that  are  frowned  upon  by  the  Sherman 
Act 

This  breach  between  the  economic  advantage  and  the  law  in 
regard  to  standardization  seems  to  be  widening,  and  sooner  or 
later  a  change  must  come.  Either  the  law  or  the  economic  forces 
must  yield.  The  law  is  the  first  to  show  signs  of  bendmg.  The 
Webb-Pomerene  bill  permits  combinations  for  export  business, 
and  since  that  necessarily  means  perft»et  liarmony  among  all  the 
firms  of  a  domestic  industr}'  for  the  one  purpose  of  foreign  trade, 
it  will  be  difficult  indeed  to  cause  these  ftrms  to  fight  in  the  other 
purpose  of  domestic  business.  The  concession  made  to  combina- 
tions by  the  Webb-Pomerene  Act  may  prove  to  be  fatal  to  the 
entire  structure  of  anti-trust  law. 

The  movement  towards  concentration  will  of  course  be 
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by  whatever  competitive  spirit  exists  among  American  business 
men,  and  if  that  combative  inclination  be  strong,  we  may  look  for 
an  increasing  multiplication  of  brands  instead  of  standardization. 
The  strength  of  individualism  among  consumers — the  desire  of 
war-worn  soldiers  for  variety  and  the  pent-up  demand  of  the 
civilian  population  for  another  round  of  the  pre-war  fads  and 
luxuries — will  contribute  its  influence  towards  increasing  variety 
in  goods.  The  necessity  of  giving  employment  to  discharged 
soldiers  will  also  be  a  potent  excuse  for  producing  useless  frills  that 
require  an  extra  expenditure  of  labor  power,  in  spite  of  the  eco- 
nomic fallacy  involved  in  such  an  argument. 

As  competition  thus  struggles  to  retain  its  former  mastery  over 
production,  the  forces  of  industrial  combination  and  standardiza- 
tion are  slowly  mobilizing.  The  unification  of  the  wants  of  all 
nations  and  the  unification  of  the  control  of  industry  are  sweeping 
us  onward  toward  the  quantity  production  of  staple  goods. 
Varied  standards  of  style  and  fashion  within  the  United  States 
are  being  merged  into  one  by  the  centrifugal  force  that  is  tearing 
down  the  barrier  between  the  North  and  the  South,  and  that  is 
effacing  the  frontier  which  separated  the  West  from  the  East, 
while  throughout  the  world  the  differences  in  dress  and  tastes 
have  been  lessened  by  increasing  social  intercourse. 

While  this  unification  of  wants  is  taking  place,  standardization 
and  concentration  of  industry  are  also  growing.  As  the  foreign 
demand  for  American  goods  increases  because  of  a  market  ex- 
panded by  our  new  international  relationships,  by  the  increasing 
speed  and  carrying  capacity  of  ocean  steamers,  the  wider  exten- 
sion of  our  credit  and  reputation  abroad,  the  universalization  of 
wants  accomplished  by  fraternizing  with  our  Allies,  and  the 
vacuum  in  trade  caused  by  the  prostration  of  Germany,  there 
will  come  an  increasing  tendency  towards  large  scale  production 
along  lines  hitherto  operated  as  small  scale  units.  As  we  develop 
more  and  more  into  a  manufacturing  nation,  using  our  own  re- 
sources for  our  own  mills,  feeding  raw  cotton  to  cotton  mills  even 
as  steel  is  sent  to  the  steel  mills  and  thereby  establishing  integra- 
tion on  an  ever-increasing  scale,  the  industries  of  this  country  will 
be  knit  more  closely  together. 

As  some  American  industries  thus  tend  to  expand  into  monop- 
olies of  world-wide  scope,  foreign  combinations  of  trades  that 
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poMeM  an  advantage  over  abnilar  American  trades  will  alio  attain 
monopoly  aiae  by  entering  our  markets  and  enfaangiBg  Uieir 
wares  for  the  products  of  our  monopolies.  In  this  merdleas 
intiTnatiooal  oompetitioD,  the  small  business  unit  will  lose  even 
the  little  market  Umt  it  has,  and  the  industries  of  the  worid  will 
become  concentrated  into  monopolies  that  from  manufacturing 
centers  located  at  the  pomts  of  greatest  geographical  advantage 
win  send  their  standardized  products  by  swift  and  cheap  earners 
to  the  farthest  recesses  of  the  Orient  and  the  devdoping  jungles 
of  Africa  and  South  America.  As  the  relationship  between  all 
nations  thus  becomes  closer  and  more  apparent.  indi\nchialijmi, 
the  pioneer  spirit  and  the  era  of  small  business  will  pass  from  the 
United  States. 

Many  business  men  aheady  see  the  change  forecasted  in  the 
industrial  barometer,  and  they  are  preparing  for  the  time  when 
the  legal  dyke  ^ill  no  longer  be  able  to  hold  back  the  gathering 
flood.  In  the  meantime  the  prospective  dangers  ol.  unregulated 
monopoly  should  hasten  the  preparation  of  new  instruments  of 
social  control.  We  must  draw  the  fangs  of  our  new-bom  monopo- 
lies before  they  use  their  adult  powers  to  seize  control  of  our 
political  and  financial  machinery  for  their  selfish  ends.  The 
practice  of  standardization  \^ill  create  a  new  fund  of  wealth,  but 
we  must  control  tlie  forces  that  bring  it  forth  so  that  the 
of  consumers  wiU  share  its  benefits. 
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By  P.  G.  Agnew 
Ph>-sicist,  Bureau  of  Standards,  Washington,  D.  C. 

A  LL  of  the  more  important  countries  have  found  it  necessary 
-^^  to  set  up  some  governmental  agency  for  standardization 
and  research  work  in  physics,  chemistry  and  technology.  These 
institutions  have  exerted  and  are  exerting  a  profound  economic 
influence,  in  the  past  by  reducing  the  confusion  in  weights  and 
measures  from  which  commerce  and  industry  have  largely 
emerged,  and  at  present  in  clarifying  allied  subjects  in  which  more 
or  less  confusion  still  exists.  In  the  more  highly  developed  insti- 
tutions, more  complex  problems,  such  as  standards  of  quality, 
are  being  undertaken,  which  frequently  involve  extensive  phy- 
sical and  chemical  research.  Such  problems  are  of  great  impor- 
tance to  extensive  branches  of  industry. 

The  three  countries  in  which  the  organization  has  gone  farthest 
are  Great  Britain,  Germany  and  the  United  States.  The  first 
institution  to  be  established  on  a  modern  scale  was  the  Physika- 
lisch-Technische  Reichsanstalt,  which  was  established  in  1887. 
This  is  a  standardizing  and  research  institution  of  the  highest 
class.  Germany  has  two  other  institutions,  the  Nomial-Eichungs 
Kommission,  which  has  control  of  the  weights  and  measures  of 
trade,  and  the  MaterialprUfungsamt,  which,  as  the  name  implies, 
18  devoted  to  testing  and  investigation  of  materials  of  various 
sorts.  The  latter  institution  is  under  the  control  of  the  state  of 
Pkussia. 

For  many  years  Great  Britain  has  maintained  a  Standards 
Department  under  the  Board  of  Trade.  This  has  charge  of  stand- 
ardization and  inspection  service  and  general  administration  of 
trade  weights  and  measures.  The  most  important  British  insti- 
tution of  the  kind  is,  however,  the  National  Physical  Laboratory 
which  was  founded  in  1898  by  the  Royal  Society  and  has  since 
been  maintained  by  it  with  the  aid  of  governmental  grants.  Re- 
cently, as  a  part  of  the  reconstruction  program  in  research  and 
standardization,  the  direction  of  the  Physical  Laboratory  has 
been  taken  over  by  the  Department  of  Science  and  Research. 
Hereafter  the  work  of  the  two  institutions  will  be  unified. 
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Frmnce  haa  the  Laboratonre  dTataia,  the  Laboraioire  de  TElec^ 
tricit^,  and  has  made  other  provinoD  for  luch  work.  Plans  haw 
\Hxn  dran-n  for  establinhing  a  strong  centralised  institution  oorcr- 
iiig  the  whole  of  the  field.  The  Department  of  Comnn 
of  the  Japanese  Government  maintains  a  well  cquip|M*d 
and  standardisation  laboratory.  Other  countries,  including  the 
British  Dominions«  have  similar  in.stitutionA,  although  not  so 
extensive.  As  a  result  of  the  war  and  the  innumerable  Uyhnical 
problems  arising  from  it,  a  great  interest  has  been  awakened  in 
the  type  of  research  and  standardisation  work  carried  on  by  such 
institutions,  and  there  has  been  a  considerable  activity  all  over 
the  world  in  establishing  new  institutions  for  sudi  work,  and  in 
strengthening  institutions  which  were  already  in  existence. 

Our  Bureau  of  Standards,  which  was  founded  in  1901,  is  the 
only  one  of  the  national  laboratories  which  covers  the  whole  field 
in  a  single  institution.  In  a  general  way  it  may  be  said  to  cover 
the  same  field  that  the  British  and  German  institutions  do.  There 
is  the  difference,  however,  that  the  bureau  is  not  charged  with 
the  general  legal  administration  of  weights  and  measures  laws, 
but  its  facilities  are  to  be  used  for  the  improvement  of  weights 
and  measures,  for  securing  uniformity  in  state  legislation  concern- 
ing weights  and  measures,  and  in  the  administration  of  sudi  legis- 
lation. 

The  work  of  the  bureau  is  very  extensive  as  may  be  seen  by 
reference  to  the  Annual  Report  of  its  acti\nties  which  covers  more 
than  200  pages.  The  work  falls  under  three  general  heads:  Stand- 
ardisation, Research,  and  Testing. 

Manifestly  it  will  be  possible  in  a  brief  review  of  its  activities 
to  mention  only  a  few  of  the  more  tj-pical  ])hases  of  the  work. 
Moreover  these  wiU  be  chosen  primarily  to  illustrate  the  activities 
of  the  bureau  in  the  field  of  standardisation.  Some  idea  of  the 
scope  of  the  work  may  be  obtained  from  the  diN'isions  into  which 
the  administration  of  the  bureau  is  di\nded : 

I.  Electrical  M.  Engineering  Instruments 

II.  WeighU  and  Measures  VII.  Materials  Testing 

III.  Heat  and  Thermometr>'  VIII.  Metalliu^ 

IV.  Optics  IX.  Ceramics 
V.  Chemistry 
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EUtch  of  these  divisions  does  standardization*  research  and  test- 
ing work  in  its  own  field.  The  standardization  work  has  primarily 
to  do  with  the  scientific  and  technical  side  rather  than  with  what 
may  be  termed  commercial  or  industrial  standardization. 

Fundamental  Standardization 

One  extremely  important  phase  of  the  bureau's  work  is  that  in 
connection  with  the  fundamental  units  of  measurement  and  their 
realization  by  means  of  concrete  standards.  One  not  intimately 
familiar  with  the  work  is  likely  to  think  of  it  as  having  been  al- 
ready accomplished.  This,  however,  is  far  from  being  the  case, 
and  much  important  and  painstaking  work  requiring  the  highest 
type  of  scientific  training  and  experience  remains  to  be  done  even 
in  the  older  subjects.  There  are  important  fields  in  which  only 
the  merest  start  has  been  made. 

The  scope  and  the  diflSculties  of  the  problems  involved  in  such 
fundamental  standardization  are  not  generally  realized.  To  secure 
agreement  on  the  definition  of  a  unit  a  great  deal  of  investigation 
and  discussion  involving  many  conferences  is  necessary.  After 
the  theoretical  definition  of  the  unit  has  been  agreed  upon,  it  has 
to  be  translated  into  some  form  of  concrete  primary  standard. 
Means  must  be  provided  for  translating  measurements  from  the 
primary  standard  to  the  reference  standards  of  testing  labora- 
tories, and  these  in  turn  to  the  reference  and  working  standards  of 
manufacturers  and  others  who  must  use  them. 

Unfortunately  there  is  a  widespread  popular  notion  that  the 
bureau's  work  is  limited  to  standards  of  length  and  mass,  but  it 
has  to  do  with  many  other  units  and  standards  of  a  fundamental 
nature,  for  example:  the  electrical  units  of  resistance,  electro- 
motive force,  current,  inductance  and  capacity,  the  temperature 
scale,  the  calorie,  standards  of  wave  length,  candle  power,  color, 
and  otliers.  Work  on  fundamental  subjects  involves  cooperation 
with  various  technical  organizations,  including  national  labora- 
tories of  other  countries. 

During  the  early  years  of  its  existence  a  great  deal  of  work  was 
done  by  the  bureau  on  the  fundamental  electrical  standards,  and 
international  agreement  was  reached  on  some  of  these.  Much, 
however,  remains  to  be  done.  For  example,  final  agreement  has 
not  [been  reached  upon  the  details  of  the  primary  standards  in- 
volved in  the  measurement  of  electric  current  itself. 
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8UmdwrdM  cj  Candlt  Powm 
One  of  the  most  imporUnt  pluues  of  the  buremu's  work  on 
f imcUiiiental  standards  has  been  that  in  comiectioii  with  standards 
of  candle  power.  When  the  bureau  took  up  the  subject,  the  UDtt 
of  €*an(ile  |>ow(t  used  by  tlie  ^aii  industr}'  difT«*red  by  soma  f  per 
cent  from  the  unit  in  use  by  the  electric  light  industry.  The 
units  in  luie  in  various  countries  showed  similar  differences.  There 
was  not,  and  in  fact  there  is  not  now,  an  American  national  legal 
standard.  After  years  of  the  most  careful  work,  not  only  a  na* 
tional  but  an  international  agreement  on  the  unit  was  reached. 
(This  does  not  include  Germany  whose  standard  differs  by  10  per 
<*(*nt  from  that  of  other  nations.)  The  actual  cnmcrete  standard 
by  which  the  unit  of  measurement  is  realissed  is  a  group  of  carefully 
•  selected  and  seasoned  electric  incandescent  lamps  which  are 
burned  under  the  most  carefully  specified  conditions.  Groups  of 
these  lamps  were  prepared  by  the  bureau  and  furnished  to  the 
national  laboratories  of  France  and  Flngland  for  comparison  with 
siinilnr  groups  used  in  those  institutions.  While  nominally  the 
(iitfiTcnt  countries  base  their  units  on  different  standards,  in  prac- 
tice the  units  are  maintained  by  these  groups  of  electric  lamps  by 
means  of  which  international  agreement  was  obtained.  This 
work  has  had  a  profound  and  far-reaching  influence  upon  the 
development  of  the  industry.  AMiile  the  cost  of  the  work  ran 
into  many  thousands  of  dollars,  the  expenditure  is  wholly  insig- 
nificant in  comparison  ^nth  the  economic  advantages  that  have 
accrued  to  innumerable  branches  of  the  national  industr>\ 

The  Temperature  Scale 
A  similar  problem  has  been  undertaken  in  connection  with  the 
standard  scale  of  temperature.  As  in  other  cases  involving  stand- 
ardiiation  of  a  fundamental  nature,  a  vast  amount  of  difficult 
research  work  has  had  to  be  done,  and  more  remains  to  be  done. 
The  international  Bureau  of  Weights  and  Measures  had  already 
done  considerable  work  on  the  subject  when  it  was  actively  taken 
up  by  the  national  laboratories.  As  in  other  cases  the  necessary 
research  work  ramifies  into  many  other  fields;  for  example,  in  the 
case  of  the  temperature  scale,  work  was  necessary  in  the  theory 
of  radiation,  in  the  electrical  conductivity  of  metals; 
electric  properties  d  metals»  the  oompressibility  of 
many  other  fields  of  physics. 
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When  the  European  war  broke  out,  considerable  progress  had 
been  made  toward  an  international  agreement  on  the  temperature 
scale.  TVTiile  such  an  agreement  had  not  been  reached  in  detail, 
the  bureau  has  been  able  to  establish  the  temperature  scale  with 
accuracy. 

The  work  of  the  bureau  on  the  higher  ranges  of  the  temperature 
scale  has  been  extremely  important  in  the  development  of  technical 
pjTometry,  the  measurement  of  high  temperatures  for  industrial 
processes.  A  single  industrial  application  is  sufficient  to  indicate 
the  great  economic  importance  of  the  subject.  In  the  steel  in- 
dustry there  are  many  processes  of  heat  treatment  in  which  fairly 
accurate  temperature  control  is  necessary.  Formerly  many 
millions  of  dollars  of  steel  products  depended  upon  the  trained 
eye  of  the  foreman  in  estimating  the  temperature  of  steel  from* 
its  color.  The  accurate  scientific  measurement  and  control  of 
temperatures  in  such  processes  is  one  of  the  major  improvements 
which  have  been  introduced  into  the  steel  industry  in  the  last  few 
years.  There  are  many  other  branches  of  industry  in  which  the 
need  of  accurate  temperature  measurement  and  control  is  of  far- 
reaching  economic  importance. 

Color  Standards 
There  are  several  important  branches  of  industry  in  which  the 
way  has  not  been  blazed  for  scientific  standardization.  One 
important  industrial  subject  in  which  very  little  progress  had 
been  made  until  the  last  few  years  is  the  question  of  standardiza- 
tion of  color.  At  first  we  might  be  inclined  to  think  that  this 
would  not  be  a  subject  of  sufficient  importance  to  warrant  an 
extensive  scientific  and  technical  investigation.  It  is,  however, 
a  subject  of  real  importance  to  a  large  number  of  industries  which 
have  no  direct  connection  with  each  other,  and  a  brief  indication 
of  the  bureau's  work  in  this  subject  may  be  of  interest  as  typical 
of  the  type  of  work  which  can  and  should  be  done  in  other  subjects. 
The  bureau  has  been  appealed  to  by  the  following  interests  for 
assistance  in  technical  problems  which  the  interests  concerned 
were  not  in  a  position  to  solve  without  assistance: — Railway 
officials,  refiners  of  oils,  paint  and  varnish  manufacturers,  tobac- 
conists, manufacturers  of  chocolate,  dairymen,  physiologists, 
psychologists,  illuminating  engineers,  dealers  in  dyes,  lithograph- 
ers, packing  companies,  teachers  of  art,  paper  manufacturers. 
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textile  inanufactiircrt,  ophthahnologiiU,  sUte  gownmcnU,  and 
the  following  departnient«  and  bureaui  of  the  national  fovcm- 
nient:  Bureau  of  Chemistry,  Navy  Department,  War  Department. 
Ciovcnunent  Printing  Office,  Post  Office  Department,  Bureau  of 
Engraving  and  Printing,  Bureau  of  the  Census,  Bureau  of  Ento- 
mology, Bureau  of  Lighthouses,  and  the  Interstate  Commerce 
Commission. 

The  following  are  some  of  the  difficulties  which  were  to  be  met; 
The  fundamental  physical  principles  upon  which  scientific  sya- 
teniatization  and  standardization  could  be  built  up  were  well 
understood  only  by  a  very  few  experts  who  had  given  attention 
to  the  subject;  there  was  no  agreement  as  to  definitions,  nomen- 
clature, and  methods,  even  among  these  experts;  those  most  vitally 
interested  from  an  industrial  or  commercial  point  of  \\cw  failed 
to  comprehend  at  all  the  fundamental  principles  involved; 
|)seudo-8tandards,  empirical  methods  having  no  definition  or 
even  description  other  than  the  maker's  name  were  in  wide  use, 
and  without  any  attempt  at  systematic  standardization;  thfrc 
wa.s  a  lack  of  reliable  quantitative  fundamental  data  on  the 
physical,  physiological,  and  psychological  factors  involved; 
precision  instruments  suitable  for  the  measurements  were  not 
available.  By  the  aid  of  a  small  congressional  appropriation, 
and  ^-ith  the  cottperation  of  a  few  technical  laboratories,  most 
encouraging  progress  has  been  made  in  the  removal  of  sonie  of 
these  diffi<'ulties.     But  much  remains  to  be  done. 

In  addition  to  the  work  which  has  been  accomplished  in  the 
fundamentals  of  the  subjtH^t,  progress  has  been  made  in  applications 
to  several  important  industries,  for  example,  in  the  specifications 
of  the  yellow  tints  in  butter  and  oleomargarin,  in  the  absorptioQ 
of  glasses  intended  to  protect  the  eyes  from  harmful  radiation, 
which  was  undertaken  at  the  request  of  the  American  Medical 
Association,  in  the  measurements  of  trans|>an*ncy  of  paper  and 
tracing  cloth,  and  in  the  color  grading  of  cotton-see<l  oil.  which 
is  commercially  sold  according  to  its  color. 

This  work  may  be  taken  as  a  typical  example  of  the  important 
technical  and  economic  results  to  be  obtained  from  a  sound  pro- 
gram of  standardisation.  It  furnishes  a  broad  si*ientific  basis 
enabling  an  entire  industry,  including  both  consimiers  and  pro- 
ducers, to  speak  tiie  ^ame  language.    The  advantages 
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to  a  single  branch  of  industry  may,  normally,  be  expected  to  be 
many  times  greater  than  the  cost  of  the  fundamental  work  which 
will  eventually  find  application  in  scores  of  industries. 

Genebal  Standardization  and  Testing 

The  bureau  does  a  large  amount  of  general  standardization, 
research  and  testing  work  which  is  of  a  decidedly  less  fundamental 
character  than  tliat  which  has  just  been  described,  altliougli  it  is 
of  great,  and  often  of  more  immediate  importance  to  the  indus- 
tries concerned.  One  of  the  important  lines  of  work  is  the  testing 
of  reference  standards  for  other  standardizing  laboratories,  both 
public  and  private.  Many  manufacturers  periodically  send  their 
reference  standards  to  the  bureau  for  test. 

Relation  to  the  Government 
The  bureau  serves  as  a  testing  laboratory  for  the  various  govern- 
ment departments.  Many  of  them  are  engaged  in  the  design, 
construction  and  specification  of  a  great  variety  of  special  appara- 
tus in  which  the  principles  of  physics  and  chemistry  are  involved. 
The  bureau  is  constantly  called  upon  to  serve  as  a  consulting  and 
research  institution  for  these  departments. 

Technical  Assistance  to  Regulatory  Bodies 

The  bureau  is  not  charged  with  the  administration  of  regulator^' 
laws  of  any  sort.  It  does,  however,  cooperate  closely  with  state 
and  local  regulatory  bodies  in  technical  matters,  serving  as  an 
agent  in  technical  investigations  and  to  a  less  extent  in  an  advisory 
capacity.  The  cooperation  is,  however,  by  no  means  limited  to 
the  official  bodies.  Opportunity  is  offered  for  the  fullest  coopera- 
tion with  the  industries  concerned;  the  purpose  is  to  be  helpful 
alike  to  the  official  bodies,  to  the  industry,  and  to  the  general 
public.  During  the  early  part  of  its  existence  this  work  was 
limited  to  co5peration  with  weights  and  measures  officials. 
GraduaUy  such  cooperative  work  was  extended.  During  the  last 
few  years  the  problems  of  safety  in  electrical  installation  and  of 
service  standards  in  public  utility  work  were  taken  up  actively. 
Certain  phases  of  this  work  have  grown  rapidly  and  have  had  a 
very  important  influence  in  securing  improvements  and  uniformity 
in  such  standards. 
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WeighU  and  Mmuium 

The  bureau  cooperates  actively  with  ftaie  and  local  authoritict 
charged  ^-ith  the  administratioD  of  weight!  and  measures  laws. 
Under  its  auspices  an  annual  conference  of  such  officiak  is  held. 
In  this  niannrr  inudi  has  been  accomplished  b  securing  improve- 
nirnt  in  and  uniformity  of  weights  and  measures  legislation  and 
in  the  improvement  of  the  administration  of  existing  laws  and 
regulations.  This  is  a  8\ibjt>ct  of  great  economic  importance. 
Men  who  are  thoroughly  familiar  with  the  subject  estimate  that 
the  direct  loss  to  the  general  public  Uirough  the  wse  of  fraudulent 
weights  and  measures  amounts  to  tens  of  millions  of  dollait 
annually.  Probably  the  indirect  loss  to  the  industry  and  to  the 
general  public  arising  from  such  unsatisfactory  conditions  as 
exist  is  equally  great. 

A  few  years  ago  the  bureau  took  up  the  testing  of  railroad  track 
scales.  Until  this  time  no  official  tests  of  such  scales  had  been 
made,  although  the  total  annual  freight  revenue  based  upon 
weighings  made  ^nth  such  scales  amounted  to  over  two  billions 
of  dollars.  More  recently  the  bureau  was  called  upon  to  test 
nime  scales  in  a  case  of  a  threatened  strike.  Very  serious  errors* 
were  found  in  all  the  scales  examined  in  the  region  in  question, 
not  a  single  one  being  within  the  tolerance  allowable  in  such  work. 
All  the  errors  were  found  to  be  against  the  miners.  As  a  result 
of  the  investigation,  indictments  were  returned  in  the  local  courts 
and  several  convictions  followed.  The  result  was  that  the  threat- 
ened strike  was  averted.  By  the  aid  of  a  small  Congressional 
appropriation,  investigations  are  being  made  in  other  regions.  As 
is  well  known,  the  question  of  accuracy  of  mine  scales  is  a  prolific 
source  of  labor  disputes  in  the  coal  mining  industr>'.  It  is  thus 
seen  that  this  work  offers  opportunities  of  a  very  great  national 
service  in  helping  to  eliminate  an  important  source  of  labor  dis- 
putes, to  say  nothing  of  the  extensive  economic  savings  made 
possible  thereby. 

Safety  Standards 

As  a  result  of  co5|KTation  ^nth  organisations  seeking  to  intro- 
duce greater  uniformity  and  efficiency  in  rules  providing  against 
hasards  to  persons  in  the  electrical  industry,  the  bureau  undertook 
the  preparation  of  a  national  electrical  safety*  code.    The  prepara- 
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tion  of  this  code  extended  over  four  years  and  involved  by  far  the 
most  comprehensive  investigation  of  the  entire  subject  that  has 
ever  been  attempted.  It  has  now  been  adopted  in  one  form  or 
another,  in  part  or  in  whole,  by  some  twenty  administrative 
bodies,  and  many  others  have  taken  favorable  action  upon  it, 
thus  leading  toward  uniformity  in  the  various  states.  A  new 
edition  of  the  code  is  now  in  course  of  preparation.  The  project 
is  necessarily  a  continuing  one  to  keep  abreast  of  changing  condi- 
tions in  the  industry. 

A  gas  safety  code  has  been  in  preparation  for  some  time  but  its 
development  was  very  seriously  retarded  by  war  conditions. 
The  bureau  is  preparing  to  undertake  the  preparation  of  a  series 
of  industrial  safety  codes.  This  will  be  done  in  very  close  coopera- 
tion with  a  considerable  number  of  organizations  which  are 
directly  concerned.  The  importance  of  thoroughgoing  investiga- 
tion of  this  whole  subject  looking  to  the  development  of  satis- 
factory codes  which  may  be  adopted  with  reasonable  uniformity 
throughout  the  country,  is  evidenced  by  the  large  number  of 
industrial  casualties.  The  number  of  such  casualties  occurring 
^annually  is  roughly  equal  to  our  casualties  during  the  war.  There 
are  annually  four  hundred  thousand  accidents  sufficiently  serious 
to  be  recognized  by  compensation  boards,  and  of  these  accidents 
eighteen  thousand  are  fatal. 

Public  Utility  Service  Standards 
The  biu'eau  is  in  active  cooperation  with  state  commissions, 
munici])alities  and  public  utilities  in  the  study  of  technical  prob- 
lems forming  the  basis  of  service  standards.  The  work  includes 
scientific  and  engineering  research,  study  of  the  methods  of  testing 
and  inspection  employed  by  utilities,  municipalities  and  commis- 
sions, and  the  preparation  of  specifications  regarding  the  quality 
of  public  utility  service.  Service  standards  for  gas  and  for  electric 
light  and  power,  published  by  the  bureau,  have  received  wide 
recognition  and  have  been  very  effective  in  introducing  uniformity 
into  the  different  states  and  municipalities.  In  one  important 
phase  of  street  railway  work,  namely  the  electrolysis  of  under- 
ground structures,  the  most  extensive  investigation  ever  made  of 
the  subject  has  been  carried  out  during  the  last  few  years  and  the 
bureau  publications  on  the  subject  are  now  recognized  as  the 
standard  authority  on  the  subject.     Investigations  are  being 


The  Work  op  the  Bukbau  or  Standabm  t87 

carried  on  in  thrM*  and  allicfl  KtihjreU,  the  most  importaot  of 
which  in  the  K(*ientilic  and  technical  bwda  for  telephone  aervioe 

standard.s. 

Kkkk<t  i)y  TiiK  War  on  the  Bureau's  Work 

The  demand  for  the  wrvices  of  the  bureau  in  conn«Ttion  with 
military  work  was  far  greater  than  ita  facilities  couU  supply, 
alUioii^h  special  grants  for  military  purposes  were  made  by  CoD- 
gre».H»  by  tlic  President,  and  by  the  War  and  Na>'>'  Dc'partmeiita, 
totaling  more  tlian  $2,000,000.  The  bureau  undertook  work  on 
some  two  himdre<l  problems  having  a  direct,  military*  bearing 
and  it  is  safe  to  say  that  probably  more  than  four- fifths  of  the 
work  of  the  bureau  was  directly  for  the  Army  and  Navy  Depart- 
ments.    The  staff  was  more  than  doubled. 

Only  a  few  of  the  more  important  undertakings  can  be  men- 
tionetl.  The  largest  single  problem  was  the  testing  of  master 
gag(*s  for  practically  the  entire  munitions  production.  By  master 
gages  is  meant  the  reference  gagra  used  by  manufacturers  and 
inspectors.  Over  one  hundred  persons  were  employed  in  the 
work.  Some  idea  of  its  economic  importance  may  be  gained 
from  the  statement,  which  had  been  nuule  on  reliable  authority, 
that  at  least  two  American  firms,  who  contracted  for  large  quanti- 
ties of  munitions  in  the  early  part  of  the  European  war,  each  lost 
several  millions  of  dollars  by  rejections,  the  primary  reason  being 
inaccuracy  of  gages.  The  accuracy  required  in  this  work  was 
decide<lly  greater  than  that  ordinarily  met  with  in  machine-shop 
practice.  This  work  has  an  intimate  bearing  on  many  industrial 
problems  in  normal  times.  For  example,  the  bureau  is  taking  an 
active  part  in  the  work  of  the  American  Screw-thread  Commission 
(the  chairman  of  which  is  the  director  of  the  bureau).  General 
standardisaticm  ci  gages  will  probably  play  a  more  important 
rAle  in  the  future  than  it  has  in  the  past  on  account  of  industrial 
standardization. 

.\nother  extremely  important  undertaking  was  the  bureau*s 
contribution  to  the  aircraft  program.  A  laboratory  was  ooo- 
stnicttxl  for  the  test  of  airplane  motors  under  conditions  of 
temperature  and  pressure  met  by  airplanes  at  liigh  altitudes.  \ 
wind  tunnel  was  constructed  for  determining  experimentally  the 
wind  resistance  of  various  airplane  parts.     Extensive  in^ 
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tions  were  made  on  problems  in  connection  with  aviation  instru- 
ments. The  work  of  the  bureau  on  airplane  fabrics  led  to  the 
introduction  of  an  entirely  satisfactory  cotton  substitute  for 
linen  when  supplies  of  the  latter  were  found  to  be  inadequate. 
The  ignition  systems  of  airplane  motors,  technical  questions 
having  to  do  with  the  dopes  used  in  treating  airplane  fabrics, 
gases  for  filling  military  balloons,  and  other  aircraft  problems  led 
to  extensive  researches. 

There  were  many  other  impw^rtant  investigations  undertaken 
for  the  military  departments  which  will  have  a  permanent  effect 
upon  the  industries.  One  of  these  was  the  development  of  a 
new  kind  of  pwt  used  in  the  production  of  optical  glass,  which  is 
an  industr>^  new  to  America,  and  in  the  establishment  of  which 
the  bureau  played  an  important  part.  Another  was  the  assistance 
rendered  the  War  Department  in  simplifying  and  standardizing 
materials  for  purchases. 

National  research  councils  have  been  established  in  all  of  the 
Allied  nations,  and  provision  is  being  made  in  all  these  countries, 
particularly  in  England  and  the  British  Dominions,  for  the  govern- 
mental promotion  of  research  and  standardization  on  an  extensive 
scale. 

Analogy  between  the  work  of  the  bureau  and  that  of  the  Agri- 
cultural Department  has  frequently  been  drawn,  it  being  held 
that  the  bureau  should  eventually  occupy  somewhat  the  same 
position  with  respect  to  the  technical  manufacturing  industries 
that  the  Department  of  Agriculture  does  to  the  agricultural  indus- 
try. Physical  and  chemical  research  and  scientific  and  technical 
standardization  are  playing  a  more  and  more  important  r6le  in 
the  manufacturing  industries.  Consequently  it  seems  inevitable 
that  the  federal  government  should,  in  this  way,  do  more  and 
more  to  foster  these  industries. 
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\/f  OST  of  us  talk  of  standardisation  in  a  vague  way,  usually 
-^  -*-  haxing  in  mind  some  particular  comer  of  the  subject,  but 
without  full  realiauition  of  tlie  comprehensivencst  of  the  word»  of 
the  magnitude  and  importance  of  the  field  covered*  or  that  the 
cooperation  witliout  which  our  modern  society  would  be  impossible 
would  in  turn  be  impossible  without  a  large  measure  of  standard- 
isation. It  might  almost  be  said  that  the  degree  of  standardiia- 
tion  in  any  nation  is  a  measure  of  its  civilization,  certainly  in  the 
material  sense  of  the  word. 

Even  in  the  tribe  a  common  language  was  necessary,  namely  a 
standardisation  of  the  meaning  of  words.  A  dictionary  is  merely 
a  recorded  standardisation  of  the  spelling,  pronunciation  and 
meanings  of  words,  as  determined  by  usage  and  common  consent. 
Without  the  stabilizmg  influence  of  such  records  any  language 
would  be  in  a  state  of  confusing  and  undesirable  flux.  To  be  sure 
we  still  have  dialects  and  colloquialisms,  but  these  are  gradually 
decreasing.  In  civilized  intercourse  the  accurate  use  of  words  is 
absolutely  essential  to  mutual  understanding,  however  rare  it 
may  be.  Between  nations  we  still  have  many  different  languages 
although  most  of  the  civilized  world  now  uses  substantially  the 
same  alphabet  and  there  is  a  persistent  effort  to  establish  a  uni- 
versal language. 

The  next  steps  in  standardization  were  in  coinage,  weights  and 
measures.  Our  present  Bureau  of  Standards  is  the  outgrowth  of 
the  old  Bureau  of  Weights  and  Measures,  which  was  merely  the 
repository  for  standards  of  weights  and  measures.  Imagine 
the  hopeless  confusion  in  this  country*  if  eadi  state  had  its  own 
system  of  coinage  and  of  weights  and  measures.  Even  between 
nations  differences  in  languages,  coinage,  weights  and  measures, 
constitute  barriers  to  intercourse,  aodal  and  commercial,  which 
tend  to  prevent  interchange  of  ideas  and  commodities  and  thus  to 
retard  that  mutual  understanding  which  makes  for  peace. 

But  standardisation  has  already  extended  far  beyond  these 
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fundamental  fields  and  is  now  growing  with  leaps  and  bounds.  A 
brief  classification  and  review  of  each  field  may  be  of  interest, 
excluding  the  alphabet  and  coinage  as  outside  of  the  engineering 
and  industrial  group. 

Classification  of  Standards 

Language.  Definitions  of  scientific  and  technical  words,  terms, 
phrases:  Abbreviations,  symbols  and  diagrams.  Standardization 
of  these  elements  of  our  technical  language  is  just  as  funda- 
mental to  intelligent  intercourse  in  this  field  as  in  the  case  of 
ordinary  intercourse;  in  fact  it  is  more  fundamental  since  we  are 
here  dealing  mostly  with  accurately  measurable  quantities. 

Standards  of  Quantity.  Length,  area,  volume,  mass,  weight, 
density,  pressure,  heat,  light,  electricity,  magnetism,  radioactiv- 
ity— physical  constants  and  their  relation  to  each  other. 

Standards  of  Quality.  Specifications  for  materials  together 
with  standard  methods  for  testing  their  qualities. 

Standards  of  Performance.  Operating  characteristics  of  ma- 
chines and  devices:  Output,  rating,  speed,  efficiency,  durability, 
etc.,  as  specified  in  terms  susceptible  to  measurement. 

Standards  of  Practice.  Regulations  or  codes  dealing  with  con- 
struction, installation  and  operation,  based  upon  considerations 
of  safety,  quality,  economy,  convenience,  etc. 

Standards  of  Type.  Standardization  of  definite  types  or  varie- 
ties to  the  end  of  reducing  the  number  of  types  and  the  cost  of 
production. 

DimenHonal  Standards,  In  any  product  the  standardization 
of  sizes  or  sets  of  dimensions  in  order  to  reduce  the  number  of 
stees  and  the  cost  of  production. 

Need  and  Value  of  Standardization 

This  would  hardly  seem  to  need  argument,  but  a  few  illustra- 
tions may  not  be  out  of  place. 

Some  years  ago  a  friend  purchased  an  automobile  which  had 
nearly  as  many  sizes  and  types  of  bolts  as  there  were  bolts  on  the 
car,  with  a  resulting  inconvenience  almost  unbearable.  Since 
that  time  the  Society  of  Automobile  (now  Automotive)  Engineers 
has  carried  on  a  tremendous  campaign  of  standardization  which 
has  not  only  vastly  reduced  the  annoyance  of  repair  work  to  the 
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purcbaaer  but  han  greatly  reducvd  Uie  cost  of  automobiles.  It  if 
al«o  largely  re^ipoiijubli*  for  Uh*  priniury  of  tliut  couDtr>'  in  that 
field. 

AnotluT  illuj»trutioti  from  the  suiiir  field  wiui  when  the  flame 
«..  w'i.i  y  started  to  tttaudardixi*  i>tei*l  tuliiii^.  .Vll  tlie  mamifacturcn 
1  except  one  who  pemisted  in  hiit  odd  tfixes.  Shortly  there- 
after thiii  manufacturer,  wishing  to  purcliajie  aome  steel  tubing, 
aiiktHl  for  pricfn  and  Mhipment.  He  found  tliat  the  price  would  be 
about  30  |MT  cent  higlier  Uian  for  the  .standurti  Kiiet,  and  tliat  the 
nliipment  would  be  made  in  three  months  as  against  immediate 
shipment  of  the  standard  sizes  from  stock. 

An  illustration  from  the  electrical  field  has  to  do  with  the  rating 
of  electrical  machiner>'.  In  tlie  early  days  there  was  no  agree- 
ment as  to  what  was  meant  by  a  ten  horsepower  motor,  and  fair 
com|>etition  was  impossible.  The  ratings  of  the  several  manu- 
facturers varied  as  much  as  SO  per  cent  and  the  customer  was  at 
the  mercy  of  the  pursuasive  talents  of  the  salesman.  It  took  the 
Standards  Committee  of  the  American  Institute  of  Electrical 
Engineers  five  years  to  develop  a  system  of  rating  satisfactory  to 
all  concerned  and  capable  of  reasouai)ly  accurate  checking  by 
commercial  tests.  The  results  of  Uiis  work  have  prov€^  to  be  ol 
world-wide  value. 

In  certain  fields,  notably  in  standardization  of  types  and  in  the 
dimensional  standardization  when  the  latter  Ls  carried  into  com- 
plete designs,  there  is  an  obvious  danger  tliat  standardization 
may  develop  into  cr>'stallizaUon  and  serve  as  a  brake  on  progress; 
but  tliis  is  merely  a  danger  and  not  an  obstacle,  since  it  is  obxnoualy 
possible  to  keep  the  standards  abreast  of  progress.  Moreover 
standartlization  of  national  scope  rarely  extends  beyond  those 
fundamentals  in  whidi  changes  are  not  likely  to  be  desired*  ai- 
tliough  tlie  difficulty  of  making  a  diange  is  the  greater.  A  notable 
example  of  this  is  our  abominable  English  system  of  weights  and 
measures  which  just  **happened**  in  those  early  daj's  when  the 
importance  of  a  national  system  was  not  appreciated. 

Industrial  Standardization  in  the  Unttbd  States 

Up  to  within  a  com|>aratively  few  years  the  work  of  industrial 
standardization  in  this  country'  has  been  largely  of  sporadic  na- 
ture, without  any  appropriate  or  authoritative  organisation  for 
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its  conduct.  One  of  the  best  typical  illustrations  is  that  of  ma- 
chine screw  thread  standards,  one  of  the  most  fundamental  and 
important  matters  in  the  whole  field  of  industrial  standardization. 

Screw  Threads,  Bolts,  Nuts,  etc.  In  1864  a  committee  of  the 
Franklin  Institute  recommended  the  adoption  of  a  system  devised 
by  William  Sellers,  now  known  as  United  States  Standard.  In 
1884  Charles  Bouer  of  Warder,  Bushnell  &  Glessner,  Springfield, 
Ohio,  adopted  standard  sizes  of  screw  threads  for  bolts  and  taps, 
based  upon  the  United  States  Standard  screw  thread.  In  1895  the 
American,  Hartford  and  Worcester  Machine  Companies  issued 
standards  for  set-screws  and  cap-screws,  also  based  upon  the 
United  States  Standard  screw  thread.  In  1906  the  Association  of 
Licensed  Automobile  Manufacturers  adopted  standards  for  auto- 
mobile screws  and  nuts. 

In  1907  the  American  Society  of  Mechanical  Engineers  accepted 
the  report  of  its  committee  on  standard  proportions  for  machine 
screws.  This  committee  was  appointed  in  1902,  and  had  devoted 
five  years  to  the  task.  As  far  as  the  screw  threads  themselves 
are  concerned,  the  American  Society  of  Mechanical  Engineers 
standard  differs  only  in  very  minor  details  from  the  Sellers*  or 
United  States  Standard,  but  the  report  of  the  American  Society  of 
Mechanical  Engineers  gives  standards  also  for  taps,  special  screws, 
special  taps,  and  screw  heads  of  various  tyi>es,  together  with 
tolerances. 

In  1912,  the  Society  of  Automobile  Engineers  was  organized 
and  has  adopted  fine  screw  thread  standards,  as  well  as  many 
other  size  standards  of  automobile  materials  and  parts. 

In  the  fall  of  1918  a  screw  thread  commission  was  appointed  by 
act  of  Congress  and  is  still  at  work.  In  this  work  some  considera- 
tion is  being  had  of  the  international  situation,  and,  although 
there  are  obviously  great  diflSculties  in  adapting  our  threads  in 
those  of  the  metric  system  nations,  the  differences  between  the 
United  States  and  the  British  threads  are  slight. 

Wire  and  Sheet  Metal  Gauges.  Another  illustration  is  in  con- 
nection with  gauges  for  wires,  drills,  and  sheet  metal.  Of  these 
there  are  several  varieties  still  in  use,  although  for  copper  wires, 
the  Brown  &  Sharpe  or  American  wire  gauge  is  most  commonly 
used  for  the  smaller  sizes,  and  the  Edison  or  circular  mil  gauge 
for  all  sizes  above  0000  B.  and  S.     All  these  gauges  were  originally 
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adopted  by  some  indixndiial  luch  ai  the  iwiit  drill  gmuge  of  the 
^[or»e  Tuiiit  Drill  &  Macliine  Company,  the  Stubbt  fled  wire 
Kauge,  etc. 

An  act  of  Congrett  in  1898  established  the  Standaid  gauge  for 
sheet  iron  and  8tei*1.  Pre\noii8  to  this  time  there  were  many 
gauges  in  use,  and  tlie  addition  of  this  one  seemed  only  to  add  to 
the  confusion.  In  1805  a  joint  Committee  of  the  American  Society 
of  Mechanical  Engineers  and  the  American  Railway  Master 
Mechanics  Association  agreed  to  recommend  the  use  of  the 
decinud  gauge, — that  is  a  gauge  whose  number  is  the  thickneis  in 
thousandths  of  an  inch, — and  to  recommend  the  abandonment  and 
disuse  of  the  various  other  gauges  then  in  [use.  In  1904  the 
VVestinghouse  Electric  and  Manufacturing  Gnnpany  abandoned 
the  use  of  gauge  numbers  referring  to  wire,  sheet  metal,  etc. 
There  are  now  at  least  eight  different  sheet  metal  gauges  in  uae 
in  this  country. 

Apart  from  the  standardization  by  individual  manufacturers  in 
the  haphazard  method  illustrated  above  and  still  in  operation  to  a 
considerable  extent,  standardization  in  Uiis  country  is  largely  in 
the  hands  of  a  comparatively  small  number  of  our  national  socie- 
ties, and  the  United  States  Bureau  of  Standards.  The  standardi- 
zation work  of  these  societies  is  briefly  outlined  below. 

American  Society  of  Mechanical  Engineers.  Until  wiiiun  Uie 
past  few  years  the  standardization  work  of  the  American  Society' 
of  Mechanical  Engineers  was  done  by  special  committees  which  re- 
ported directly  to  the  society.  Now  there  is  a  central  standardi- 
sation comniiltw  with  general  super\nsion  over  the  work  of  the 
special  coniniitti^es  dealing  witli  particular  stiindards.  The  con- 
stitution of  tliis  society  forbids  the  adapHon  of  standards,  but  the 
effect  is  practically  the  same  since  the  reports  of  the  committees 
are  accepted  by  the  society  and  distributed  as  bdicating  approved 
practice. 

Some  of  the  subjects  covered  are  as  follows: 


Thkknesi  fsufe  for  metals;  andiifie  screw  thmdi;  pipe  threads  and 
pipe  unioos;  special  threads  for  fistwes  and  fittinfi;  kicoaiutiyg  and  engiat  Into 
1800;  power  test  code  1915.  being  perfoffiaaaoiStasU  of  power  plaaiappanUM; 
boiler  oode  in  1014.  being  standaid  ipedfaitioiis  for  the  ooostnictioo  of  lieaai 
boilers;  standard  tesU  and  methods  of  iestiaf  BMUariaU. 

In  this  last  mentioned  field  the  American  Society  of  Mechanical 
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Engineers  held  sway  from  1889  until  1898  when  there  was  or- 
ganiced  in  Philadelphia  the  "American  Section  of  the  Interna- 
tional Association  for  Testing  Materials, "  which  was  incorporated 
in  19W  as  the  **  American  Society  for  Testing  Materials. " 

American  Society  for  Testing  Materials,  This  society  is  highly 
and  eflSdently  organized  to  cover  the  whole  field  of  materials  in- 
cluding: Structural  timber;  steel  for  all  purposes  including  railway 
rolling  stock,  rails,  structures,  and  castings  of  all  kinds;  standard 
magnetic  testa  of  iron  and  steel;  copper  for  electrical  and  other 
purposes;  bronze;  cement;  fire  proof  materials;  road  materials; 
paint;  coal ;  etc.  There  are  thirty -eight  standing  committees  with 
a  total  membership  of  about  one  thousand. 

Society  of  Automotive  Engineers.  This  is  a  very  active  society 
organized  in  1912,  which  has  accomplished  wonders  in  the  field  of 
automobile  manufacture.  The  work  of  its  standards  committee 
might  be  best  characterized  as  dimensional  since  it  deals  largelj' 
with  the  standardization  of  sizes  and  parts.  The  aircraft  work 
was  undertaken  in  1917  and  aircraft  standardization  begun. 

American  Institute  of  Electrical  Engineers.  The  standards  Com- 
mittee of  the  American  Institute  of  Electrical  Engineers  was  first 
ap[)ointed  in  1898,  to  develop  standards  for  electrical  machinery 
and  apparatus.  The  main  committee  comprises  over  thirty 
members,  and  the  thirty  odd  subcommittees  include  many  more. 
The  ground  covered  includes: 

Definitions;  rating,  performance  and  testing  of  all  types  of  electrical  machinery; 
wifct  and  cables;  si^ntches,  cricuit-breakers  and  control  apparatus;  meters  and 
inftminenti;  telephone  and  telegraph;  etc. 

The  work  of  this  committee  is  accepted  as  authoritative  in  its 
field  and  has  been  followed  to  a  considerable  extent  by  similar 
l)odies  in  European  countries.  After  the  illuminating  engineers 
and  radio  engineers  formed  societies  of  their  own  with  their  own 
standards  conmuttees,  their  rules,  somewhat  abbreviated,  have 
been  printed  as  parts  of  the  American  Institute  of  Electrical  En- 
gineers rules,  with  a  note  as  to  their  origin. 

Electric  Power  Club.  This  organization  includes  about  90  per 
cent  of  the  electrical  manufacturing  interests  of  this  country. 
Its  work  in  electrical  standardization  takes  the  American  In- 
stitute of  Electrical  Engineers  rules  as  a  basis  and  extends 
them  to  cover  many  special  cases.     It  also  includes  some  dimen- 
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iiional  siandardA,  nanie  plate  daU  and  other  deUab  of  ialcrcai  to 
the  nuinufaciurtT. 

National  Eleetrie  lAghi  As^ociaHon,  The  Electrical  Apparatui 
Committtie  of  the  National  Electric  Light  AModataoo  denb  with 
such  special  standards  as  they  find  to  be  needed  in  the  opernUng 
field,  and  not  covered  by  the  American  Institute  of  Electrical 
Kiigin(H*ni  or  c*lt*ctric  power  club  rules, — €,g.:  Standaniixation  of 
siaes,  voltages  and  taps  for  traniiformers,  terminal  markings  for 
transformers,  uniform  service  rules  for  motors,  etc. 

Both  the  National  Electric  LiKht  Association  and  the  Electric 
Power  Club  an*  in  dose  cooperation  with  the  American  Institute 
of  Electrical  Engineers  in  their  work  of  standardiiatioQ. 

Umisd  States  Burequ  of  Standards,  The  bureau  was  established 
in  1903  and  although  there  had  been  pireviously  a  Buremu  of 
Weights  and  Measures,  it  was  merely  a  receptacle  for  the  stand- 
ard.s  of  length,  weight,  etc.,  and  not  an  active  bureau  of  standards. 
The  work  of  the  present  bureau  has  expanded  enormously  since 
its  inauguration,  its  total  appropriation  during  1918,  including 
that  for  I)uilding8,  having  been  over  $3,000,000.00. 

The  ground  covered  is  given  in  a  separate  article.' 

National  Fire  Protection  Aseoeiation.  Amongst  other  fire  pro- 
tection codes  this  association  is  responsible  for  the  national  electric 
code  which  was  first  issued  in  1897  with  a  revision  every  two  years. 
This  code  does  not  conflict  with  but  runs  parallel  to  the  national 
electric  safety  code  of  the  Bureau  of  Standards  which  deals  more 
specifically  with  safety  to  life. 

Railway  Standards.  There  are  several  associations  in  the 
United  States,  notably  the  MAster  Mechanics  and  Master  Car 
Builders  Association  which  prepare  standards  for  railway  coo- 
structioQ. 

Other  Industrial  Standards.  Numerous  other  organisations  of  a 
less  technical  nature  prepare  standards  in  tlieir  particular  fields. 

MaCII  INERT  OP  StANDABOUATION 

As  the  need  of  standardisation  has  grown,  the  work  has  beeo 
undertaken  by  existing  organimtions  or  by  new  organisations 
creattMl  for  the  purpose  in  special  fields.  But  it  oft(*n  if  not  usu- 
ally hap|>eus  Uiat  a  group  of  standards  undertaken  by  one  society 

>  See  page  <47. 
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is  of  great  interest  to  several  others.  Thus  the  need  for  compre- 
hensive cooperation  has  grown  rapidly  during  the  past  few  years. 

The  value  of  a  standard  depends  upon  its  acceptability  to  all 
concerned  with  its  use.  No  good  results  from  the  issue  of  a  stand- 
ard not  thoroughly  prepared  and  acceptable  to  all,  as  the  resulting 
situation  would  be  similar  to  that  in  which  each  conmiunity 
creates  its  own  language. 

A  consideration  of  the  above  brief  history  of  American  indus- 
trial standardization  will  make  clear  the  absence  of  any  well  de- 
veloped macliinery  of  cooperation  between  the  numerous  bodies 
interested  in  any  group  of  standards,  and  of  an  authoritative  body 
whose  approval  will  be  evidence  that  the  standard  in  question  has 
been  thoroughly  worked  out  and  has  the  approval  of  all  the  inter- 
ests concerned,  for  only  then  will  the  standard  be  of  real  value. 
To  meet  this  need  there  has  been  recently  created  the  American 
Engineering  Standards  Committee,  whose  organization  and 
method  of  procedure  is  outlined  below. 

American  Engineering  Standards  Committee 

The  American  Engineering  Standards  Committee  was  formed 
by  joint  action  of  five  national  engineering  societies  (American 
Society  of  Civil  Engineers,  American  Institute  of  Mining  En- 
gineers, American  Society  of  Mechanical  Engineers,  American 
Institute  of  Electrical  Engineers  and  the  American  Society  for 
Testing  Materiab),  called  the  "founder  societies,"  to  meet  a  long 
felt  need  of  some  available  and  satisfactory  machinery  for  the 
development  of  engineering  and  industrial  standards,  by  the 
operation  of  which  duplication  would  be  avoided  and  cooperation 
between  all  interested  organization  and  government  departments 
secured;  so  that  when  a  standard  or  group  of  standards 
is  developed  it  will  be  acceptable  to  all  concerned  and  will, 
therefore,  be  a  real  American  standard.  Moreover  as  interna- 
tional standardization  develops,  there  is  imperative  ne^d  for  an 
authoritative  national  body  to  deal  with  the  corresponding  foreign 
bodies.  National  engfineering  standards  committees  are  already 
in  operation  in  England,  Canada,  France  and  Holland,  and  others 
will  undoubtedly  be  organized  in  the  near  future. 
— The  American  'Engineering  Societies  Committee  now  proposed 
for  the  development  of  standards  is  made  up  as  follows; 
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(a)  The  ooinmittee  proper  or  the ''mAin  committee**  (with  tiirae 
repreflentatives  from  each  of  the  five  "  foundrr  locietjes  '*  and  three 
government  departments),  whoee  fuuctionA  are  chiefly  those 
of  an  organiiing.  coordinating  and  steering  committee. 

(b)  "Sectional  committees,*'  one  for  each  group  of  standards 
(with  representatives  from  all  organisations  or  govemmoit  d^ 
partments  vitally  mterested  in  that  particular  group  of  standards), 
whose  function  is  to  prepare  the  standards  in  question  under  the 
direction  of  the  most  vitally  interested  organisation  known  as  the 
"sponsor  body.'* 

(c)  The  "sponsor  society"  or  "body**  niay  be  one  of  the 
founder  societies,  a  government  department,  or  one  of  the  "Co- 
operating Societies"  of  organisations. 

(d)  Under  "cooperating  societies"  it  is  intended  to  include  all 
organizations  interested  in  the  production  of  standards  and  willing 
to  cooperate. 

Prooedure.  (I)  When  the  development  of  a  particular  group  of 
standards  is  proposed,  the  main  committee  assigns  the  work  to  the 
appropriate  organisation  as  "sponsor,"  or,  if  the  situatioo  seems 
to  indicate  that  more  than  one  organization  is  equally  interested, 
to  Uiese  organizations  as  "joint  sponsor." 

(^)  The  sponsor  then  appoints  tlie  sectional  committee  subject 
to  the  approval  of  the  main  committee.  The  purpose  of  this  ap- 
proval is  merely  to  assure  the  comprehensive  representation  of  all 
the  interests  involved.  Complete  records  of  all  intere^ited  or- 
ganizations and  of  their  standardization  work  and  connection, 
will  be  kept  on  file  and  properly  classified  in  the  office  of  the  main 
conunittee.  The  main  committee  or  its  secretary  will  thus  be  able, 
either  promptly  to  suggest  the  proper  representation  to  a  s|)onsor 
QQ  request,  or  to  approve  or  amplify  the  representation  as  provi- 
sionaly  proposed  by  the  sponsor. 

(S)  After  a  group  of  standards  has  been  prepared  and  aocepled 
by  a  sectional  committee,  it  is  submitted  to  the  sponsor  body  for 
its  approval  and  then  to  the  main  committee  with  a  full  report  of 
its  history.  When  approved  by  both  the  sponsor  body  and  the 
main  committee,  the  standards  in  question  become  American 
Standards. 

(4)  When  the  report  of  any  sectional  oommittee  is  being  con- 
sidered by  the  main  coumiittee,  three  members  of  that  sectJonal 
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oommittoo  an*  inviU-d  to  >it  \v\t\\  the  main  committee  to  report, 
diBCUss  and  vote  on  tlir  >tan(iar(is  in  question  us  if  they  were 
regular  members  of  the  committee.  Thus  each  sectional  com- 
mittee (and  therefore  usually  each  sponsor  body)  will  be  represented 
on  the  main  committee  when  standards  in  which  they  are  in- 
terested are  being  discussed. 

(5)  The  scrutiny  of  a  standard  by  the  main  committee  is  to 
make  sure  that  the  proper  procedure  was  pursued,  that  it  was 
prepared  by  a  comprehensively  representative  sectional  com- 
mittee, that  the  vote  of  acceptance  was  nearly  enough  unanimous, 
and  that  the  standard  is  consistent  with  other  related  standards. 
Consideration  is  also  given  to  international  relations;  but  the  main 
committee  is  not  supposed  to  pass  upon  the  details. 

(6)  After  approval  by  the  main  committee  the  standard  is 
published  by  the  sponsor  body  with  the  statement  that  it  has 
been  approved  by  the  American  Engineering  Societies  Committee, 
and  labelled  "American  Standard"  with  the  appropriate  de- 
scriptive title. 

Briefly  summarized  this  procedure  is  as  follows:  Standard  as- 
signed by  main  committee  to  sponsor  body.  Sponsor  body  ap- 
points a  thoroughly  representative  sectional  committee,  subject  to 
approval  of  main  committee.  Sectional  committee  prepares 
standard  and  submits  to  sponsor  body  which  then  submits  the 
standard  with  its  approval  to  the  main  committee.  The  standard 
is  then  published  by  the  sponsor  body  and  labelled  "American 
Standard." 

It  is  hoped  that  this  movement  will  receive  the  hearty  coopera- 
tion of  all  organizations  interested  in  standards.  If  so  it  certainly 
will  contribute  largely  to  the  industrial  development  of  the 
country.  Similar  committees  are  already  in  operation  in  Eng- 
land, Canada,  France  ami  Holland.  With  all  of  these  the  Ameri- 
can Committee  is  in  co5perative  touch. 

International  standardization  has  already  been  carried  on  ef- 
fectively in  the  electrical  field  through  the  International  Electro- 
technical  Commission,  and  there  is  every  reason  to  expect  that  it 
will  spread  rapidly  under  the  influence  of  the  American  Engineer- 
ing Standards  Committee  to  the  great  advantage  of  our  foreign 
commerce.  In  the  broad  sense,  international  standardization 
means  a  common  industrial  language  and  the  removal  of  one  of 
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Uione  barrieni  which  tend  to  separate  natioiu  and  to  give  rbe  to 
misundenkt4UidiiiK».  The  more  of  the»e  barrien  we  can  remove 
uiid  the  more  ^  come  to  realize  tliat  our  intereaii  are  after  all  in 
roiiiiiion,  the  more  likely  we  are  to  attain  that  lasting  peace  for 

\\  )ii<-li  tlic  world  longs. 


Lessons  of  War  Cost  Findirfg 

By  William  B.  Colver 

Chairman,  Federal  Trade  Commission 

DURING  the  nineteen  months — April  1917,  to  November 
1918 — during  which  the  United  States  was  a  belligerent 
in  the  World  War,  American  industry  and  finance  passed 
through  an^  ordeal  that  brought  both  strength  and  weakness 
into  sharp  relief.  Before  this  nation  could  strike  its  full 
stride,  things  were  reduced  to  rather  elemental  and  primitive 
tenns.  Much  of  mystery  and  of  pretense  was  swept  away.  Out 
of  it  all  must  come  to  those  in  varied  pursuits  and  walks  of  life, 
a  charity  and  understanding,  one  with  the  other,  based  on  fuller 
knowledge. 

During  these  nineteen  months  the  Federal  Trade  Commission 
had  a  peculiar  opportunity  to  sense  what  was  going  on,  esp)ecially 
in  the  industrial  world.  It  has  been  the  cost-finding  agency  of 
the  government;  the  expert  accountant  of  the  War  Industries 
Board  and  its  Price  Fixing  Committee,  to  the  Army,  the  Navy,  the 
Food  Administration,  the  Fuel  Administration,  the  Railroad 
Administration,  the  Shipping  Board,  the  Post  Office  and  other 
agencies. 

It  is  to  be  remembered  that  cost  finding  and  price  fixing  were 
two  entirely  different  functions.  One  was  a  striving  for  exact 
fact  through  painstaking  study  and  labor;  the  other,  building  on 
this  fact  foundation,  was  a  matter  of  discretion,  of  judgment,  of 
accommodation  to  seen  and  unseen  forces  and  an  effort  to  dis- 
tribute equitably  the  hardships  inevitably  resulting  from  the 
dislocations  of  war. 

In  its  cost-finding  work  the  Federal  Trade  Commission  of 
necessity  had  to  search  into  the  very  vitals  of  industry.  Some 
took  this  as  a  matter  of  course,  appreciating  at  once  the  end  in 
view.  For  some  other  industries,  however,  such  intrusion  into 
the  privacy  of  business  was  met  at  first  with  reluctance  and  mis- 
givings. For  the  latter  this  attitude  quickly  changed,  however, 
and  these  industries  abo  welcomed  and  aided  the  commission  in 
its  work.    At  the  end  it  can  be  said  that  there  remains  no  sus- 

800 
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piobn  that  a  tingle  biudneM  aecret  hat  t>cca  brtrayecL  Coats 
wue  secured  from  whole  industriea— -toiiietiiiiea  involving  in  a 
single  inquiry  the  examination  of  the  books  of  thousandi  ol  com- 
panics.  These  results  were  brought  together  and  presented  with- 
out disdoaing  the  identity  of  indi>ndual  figures  eioept  to  the 
responsible  officers  of  the  government,  and  after  opportunity  for 
scrutiny  by  each  concern  of  the  processes  and  results  as  to  its 
individual  case. 

Thus  came  confidence  and  understanding  what  imparsonal 
discharge  of  duty  was  met  with  candor.  The  vast  majority  of 
patriotic  and  enlightened  men  of  affairs  welcomed  every  effort 
to  steady  and  stablixe  industry  as  it  gathered  its  vast  powers  to 
ride  the  red  seas  of  war  and  to  deliver  the  tmncndous  blow  against 
the  enemy. 

Before  this  country  entered  the  war,  and,  therefore,  before  war 
powers  could  be  exercised  in  control,  a  huge  and  false  price  struc- 
ture was  built  up,  and  in  spite  of  all  that  could  be  done,  became 
more  aggravated.  Cost  of  living  and  wages  went  upward  as 
prices  rocketed.  Price  structure  and  its  attendant  inflations 
today  are  among  the  chief  perib  of  the  reconstruction  period. 
That  they  are  no  greater  can  be  attributed  abooost  wholly  to  the 
cooperation  of  industry  in  the  program  of  price  fixing  which 
checkedf'so  far  as  possible,  mounting  prices,  and,  for  tbe  time, 
negatived  price  based  solely  on  supply  and  demand. 

One  great  handicap  lay  in  the  fact  that  basic  natural  resources 
had  been  appreciated  in  value  before  the  price-fixing  function 
came  into  operation.  European  belligerents  had  for  three  years 
been  bidding,  frantically,  for  the  treasures  that  nature  had  placed 
under  our  stewardship,  and  as  a  result  oiu*  raw  materials  had 
been  hugdy  written  up  before  the  United  States  entered  the  war. 
So  when  price  fixing  was  undertaken  it  started  from  inflated 
values  for  undug  ores  and  coal,  untouched  petroleum  and  uncut 
forests.  Despite  this  false  start  and  the  difficulties  that  flowed 
therefrom,  cumulating  in  aO  subsequent  industrial  operations, 
price  fixing  did  stabilise  industry  and  insiired  it  against  ruinoos 
collapse  at  the  end  of  the  war. 

It  is  estimated  that,  in  its  work  for  various  government  agen- 
cies, the  Federal  Trade  Commission  obtained  cost  and  prodncCioB 
figures  of  upwards  of  10,000  companies,  in  scores  of  important 
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industries  and  many  minor  ones,  which  had  an  approximate 
aggregate  investment  of  twenty  billion  dollars,  and  the  com- 
modities directly  affected  by  such  cost  findings  represented  annual 
sale  values  of  at  least  thirty  billions  of  dollars, — not  far  from 
twice  the  amount  of  the  first,  second  and  fourth  liberty  loans 
taken  together.  These  cost  studies  by  the  Conunission  demon- 
strated frequent  and  great  deficiencies  in  the  accounting  methods 
employed  by  mining  and  manufacturing  concerns  and  especially 
in  cost-accounting  methods.  In  some  of  the  oldest  and  greatest 
industries  there  was  not  even  an  attempt  at  that  determination 
of  unit  costs  and  profits  by  products  which  is  essential,  generally, 
to  the  safe  conduct  of  industry.  It  is  evident  that  where  such 
cost  accounting  is  not  established  it  should  be  introduced  and 
where  it  is  defective  it  should  be  reformed.  Inventories  should 
be  carefully  kept;  labor  and  material  should  be  accounted  for  as 
used;  indirect  and  overhead  charges  should  be  fairly  allocated 
and  proper  allowance  made  for  depletion  and  depreciation  of 
resources  and  plants. 

On  the  other  hand,  capital  charges  for  construction  should  not 
be  mingled  with  operating  or  production  expense  nor  should 
there  be  introduced  items  of  actual  or  imputed  outgo  such  as 
income  and  profit  taxes,  depletion  of  appreciation  of  plant  invest- 
ments, or  interest  on  capital  owned.  However,  where  complete 
records  are  kept,  it  is  relatively  easy  to  correct  bad  principles, 
reject  improper  items  or  introduce  omitted  ones.  Inventories 
and  records  of  expense  and  sales  by  products  are  necessary  to 
compute  profit  and  loss  by  products. 

The  business  world,  well  aware  of  the  extent  to  which  defective 
cost-accounting  methods  prevail,  is  alert  to  promote  reforms. 
A  few  years  ago  the  Federal  Trade  Commission  initiated  an  effort 
to  be  helpful  in  this  direction  and  applied  to  Congress  for  funds 
to  carry  it  on.  As  these  were  not  given  the  movement  lagged, 
but,  as  a  result  of  the  Commission's  enforced  studies  and  as  a 
by-product  of  its  war  work,  that  effort  may  well  be  profitably 
and  economically  resumed.  If  the  earlier  effort  of  the  commis- 
sion could  have  gone  forward  before  the  war,  the  government 
would  have  been  repaid  many  times  over  during  the  war  through 
making  it  possible  to  ascertain  costs  much  more  expeditiously  and 
cheaply. 


OP  Wab  Cost  Pindimo  90 

In  the  iiiuiioilUite  futuiv  Ui«  quention  of  OO0U  will  be  efpedalty 
critical  for  the  oaiion'ii  buiiinc«i  in  arrixing  safely  at  pott-war 
wadjustiiK'nttf.  The  matter  i.s  iin|M>rtant  to  tiie  imlividual  pro- 
duoer,  to  hiM  hankcT  and  to  tiie  intliiiitr>'  and  the  public  at  large. 

The  oocit  and  profit  findingH  of  the  Conuiiiiuiion  developed  many 
facta  of  interest  but  were  prepared  under  such  prrawirc  that  there 
haa  been  little  time  aA  yet  to  analyse  or  interpret  the  reaulU. 
Two  facti),  however,  which  are  generally  known,  luay  \ie  mett- 
tioni^d.  First,  the  average  cost  during  the  war  period  waa  much 
higher  Uian  l>efore  the  war.  Such  increaitea  were  frequeolty  a« 
much  as  100  per  cent.  Second,  the  variation  in  ooata  beii 
(IifTert*nt  c*ompanies,  often  considerable  in  noniud  times, 
enormously  exaggerated  under  war  conditions. 

The  great  increase  in  average  cost  was  due  in  part  to  increase 
in  cost  of  tlie  instruments  of  production  and  material  and  aup- 
plies;  to  increased  cost  of  labor  partly  through  increase  in  wages 
but  more  througli  violent  and  frequent  shifting  of  labor  and  a 
consequent  loss  of  Uie  efficiency  that  springs  from  organisation, 
habit  of  work  and  special  skill;  to  wastes  caused  by  effort  for 
increased  production  and,  of  courses  to  Uie  general  depredation 
of  money  in  ternts  of  gcxxis  or  services.  The  cost  of  living  con- 
tinued to  mount  rapidly  and  with  it  wages  and  labor  cost. 

Fundamental  to  the  cost  increases,  however,  was  the  writing 
up  of  values  of  natural  resources.  This  tended  to  bring  about 
the  production  of  raw  nmterials  from  relatively  barren  or  inac- 
cessible sources  ^ith  a  consec|uent  diversion  of  lal>or,  capital  and 
transportation  to  uneconomic  operations.  It  is  doubtful  whether 
high  prices  did  really  stinudate  production  to  the  degree  that  has 
generally  been  believed. 

Where  there  were  successive  stages  of  production  in  an  indus- 
try (sometinM*s  integrated  and  sometimes  independently  operated) 
the  costs  were  increased  by  Uie  taking  of  high  profits  l>etwtH*n  Xhft 
successive  stages  of  production.  High  costs  or  high  profibi,  or 
botli,  in  one  stage  had  a  cumulative  effect  on  costs  in  all  suc- 
ceeding states — a  sort  of  pyramiding  of  cost.  IVict*  fixing,  arriv- 
ing too  late  to  get  at  the  source  of  the  trouble  in  the  short  gpmot 
of  the  war,  was  useful  in  checking  its  unlimited  extension. 

The  abnormal  variation  in  costs  came  largely  from  the  bring- 
ing in  of  uneconomic  supplies  of  raw  materials  and  the  writing  up 
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in  value  of  advantages  by  integrated  concerns  and  those  control- 
ling natural  resoiu:*ces.  Congested  transportation  and  disloca- 
tions of  labor  with  the  consequent  irregularity  of  industrial  opera- 
tions also  made  for  wide  cost  variations. 

In  considering  such  variations,  however,  it  should  be  borne  in 
mind  that  the  lower  cost  company  may  not  be  more  profitable 
than  the  higher  cost  producer  even  when  both  sell  at  the  same 
price.  Often  the  lower  cost  is  the  result  not  of  greater  economies 
or  natiu*al  advantages  but  of  investment  in  more  stages  of  pro- 
duction or  in  more  extensive  mechanical  equipment,  and  tlie 
larger  unit  profit  resulting  from  the  lower  cost  is  absorbed  in  pro- 
viding the  proper  return  on  the  greater  unit  investment. 

Not  the  least  benefit  of  cost  finding,  incident  to  price  fixing, 
was  the  bringing  together,  with  government  oflScers,  of  the  rep- 
resentatives of  the  industries  for  full  and  frank  discussion  of  costs, 
methods  and  products.  This,  with  the  assembling  of  such  a 
body  of  current  data  as  was  never  before  had  in  this  country, 
demonstrated  the  value  of  such  meetings  and  of  the  preparation 
and  exchange  of  such  prop>er  and  useful  information.  It  would 
seem  that  the  Commission  might  well  continue,  at  least  as  to 
certain  industries,  this  assembling  and  distribution,  currently, 
of  basic  and  reliable  information  and  that,  well  within  the  law, 
industry  meeting  with  government  oflScers  might  continue  to 
exchange  helpful  experiences  and  information  without  the  danger 
of  being  suspected  of  price  fixing  or  other  restraints  of  trade. 

If  certain  laws,  enacted  to  deal  severely  with  admitted  abuses, 
are  fully  observed  in  their  spirit,  in  this  manner,  it  would  seem 
that  the  public  interest  would  be  fully  served.  In  such  case,  a 
peace-time  adaptation  of  the  war-time  meetings  between  indi- 
viduals and  government  for  frank  discussion,  would  be  as  helpful 
as  it  would  be  innocent  of  wrong  intent  or  harmful  effect.  Such 
open  conferences  might  be  expected  to  serve  all  the  good  and  nec- 
essary ends  which  are  among  those  sometimes  sought  by  clan- 
destine meetings.  Pursued  in  the  generous  American  business 
spirit  of  fair  play  such  conferences  might  be  extremely  useful  by 
ascertaining  the  facts  and  clearing  away  doubts  and  suspicions. 

Prom  the  experience  of  cost  finding,  we  believe  we  may  argue 
for: 
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(1)  SUadAfdised  aooouotbg  qnlcsit,  muh^  lo  tkt 
(t)  Coft  And  profit  aooounUnc  for  individual  prodycU. 
(S)  Ri^mnibk  fUadwditaUoa  ol  prodocU  aad 
oofts  diM  to  unneoMMry  multipUcation  of  itjrlet  and  tjp«. 

(4)  CompiUtioo  and  imie  ol  current,  basic  trade  if^onnatiaa. 

(5)  CoolMioaa  baiwai  mdmtaim  and  fiiiwHinMil   for  tha 


As  for  the  outlook  there  need  be  foresight  but  no  fear.  A 
period  of  readjustment  must  be  met  with  the  new  and  broader 
yiew.  Tlie  same  cooperation  of  industry,  of  labor,  of  capital  and 
of  government  that  armed  tlic  nation  for  war  will  make  it  still 
greater  in  peace. 

As  a  nation  we  organized  lines  of  supply  and  communication 
from  Chile  and  Australia  and  Alaska  and  from  e\'cry  state  and 
every  farm  aad  factory,  and  through  these  lines  acroM  oceans 
and  continents  to  the  battle  front  of  France.  As  a  nation  we 
arnvod  at  a  power  to  dispatch  a  ship  loaded  with  men  and  food 
and  supplies,  on  the  average,  of  every  ten  minutes  night  and 
day,  Sundays  and  holidays.  As  a  nation  we  launched  ships  at 
the  rate  of  490,000  gross  tons  a  month — about  700  tons  every 
hour,  on  the  average.  As  a  nation  we  armed  and  sent  across  the 
sea  our  young  men,  true  crusaders  of  democracy,  at  the  rate  of 
10,000  a  day.  As  a  nation  we  threw  upon  liberty's  altar  billions 
and  billions  in  loans — about  $500  at  every  tick  of  the  clock,  day 
and  night,  Sundays  and  holidays. 

Such  a  nation,  as  a  nation,  may  turn  with  confidence  to  the 
solution  of  whatever  problems  of  industry  or  finance  which  the 
future  may  hold  in  store. 


After- War  Readjustment:  Rectifying  the 
Price  Situation 

By  Hon.  A.  C.  Miller 

Member  Federal  Reserve  Board,  Washington,  D.  C. 

"^OW  that  the  war  has  been  fought  and  won,  "what  next"  is 
^^  the  question  everybody  is  asking  and  for  lack  of  some  other 
sounding  word  or  phrase,  nearly  everybody  is  answering  "recon- 
struction." It  is  our  national  habit  when  we  have  to  move  on 
from  one  position  to  another  to  help  ourselves  along  with  a  word 
or  a  phrase;  so  it  was  during  the  war,  when  we  heard  much  of 
"unification,"  "coordination,"  and  "conservation."  Now  that 
we  have  left  the  war  behind  and  are  looking  forward  to  after-war 
problems,  we  hear  much  of  " reconstruction."  We  have  borrowed 
the  word  from  Europe  where  the  war  has  left  conditions  very 
different  from  those  obtaining  here.  It  is  just  as  well  that  we 
should  recognize  the  differences.  The  war  has  left  us  with  some 
difficult  financial  and  economic  problems  but  it  has  not  left  us 
with  any  such  problems  of  reconstruction  as  it  has  Europe,  unless 
we  are  going  to  embark  upon  the  venture  of  trying  to  "make  the 
world  over."  It  will  help  much,  I  believe,  to  put  us  in  the  right 
frame  of  mind  toward  our  after-war  problems  if  wc  substitute  for 
the  word  "reconstruction"  the  less  ambitious  but  nevertheless 
suggestive  phrase  used  by  the  President  the  other  day  in  his  ad- 
dress to  Congress,  of  "economic  and  industrial  readjustment." 

EuROPE*s  Problem.  Reconstruction:  America's, 
Readjustment 

Contrast  for  a  moment  our  situation  with  that  of  the  European 
belligerents  which  have  had  four  years  of  war.  Sixty  millions  of 
men  at  one  time  or  another  have  been  drawn  to  the  front.  Two 
or  three  times  that  number  have  been  drawn  into  work  so  closely 
related  to  operations  on  the  front  that  they  were  virtually  in  the 
line  of  battle,  so  far  as  the  normal  processes  of  economic  and  in- 
dustrial life  were  concerned.  Ten  millions  have  been  killed, 
fifteen  or  more  millions  are  left  so  maimed  and  diseased  that  they 
will  be  of  doubtful  industrial    value,  unless  or  until    they   are 
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'*reGQiiBtnicied."  Tiieae  killtMl  luid  nuumcd  aiKl  <li'<i*ajird  irprD- 
sfloied  much  of  the  flower  of  tiir  intluAtral  popubilion  of  Europe. 
They  repreeent  a  heavy  and  grievouji  Iom  to  thetr  countries' 
inclii.HtriiVM.  Their  kMii  niunt  somehow  or  other  be  Duuie  food 
tiirough  finding;  and  training;  othen  to  take  their  pboes.  Until 
UiiA  is  accoiiiplUlietl,  Uie  industriet  which  depended  upon  their 
skill  will  limp.     Here  is  a  problem  of  reconstruction. 

The  lands  in  many  of  the  choicest  and  most  fertile  districts  of 
Europe  wert*  laid  wa^te  by  the  war;  farmsteads  were  bumed« 
tools  and  livestock  are  gone;  the  very  soil  itself  is  destroyed. 
Here  is  work  of  veritable  reconstruction.  Factorira,  miUs  and 
foundries  in  Fran(*e*s  busiest  workshop  district  have  been  des- 
troyed or  so  \uid\y  injured  or  dismantletl  tluit  much  niUKt  Ik*  done 
l>efore  they  can  again  take  their  place  in  the  industry  of  the  world. 
Here  again  is  reconstruction.  It  is  clear,  also,  that  much  work 
must  be  done,  not  only  in  Uie  fought-over  and  devastated  districts 
of  Europe  to  repair  the  work  of  ravage  and  destruction,  but  also 
even  in  thase  where  tlie  sound  of  a  gun  was  never  heard.  There 
has  everywhere  in  Europe  bt^n  such  deteriuration  of  industrial 
equipment  through  enforced  neglect  of  upket*p  lliat  much  must  be 
done  before  factories  and  mills  are  brought  bac*k  into  good  working 
order  and  are  able  to  turn  out  products  which  can  be  used  by  their 
own  people  or  sent  into  tlie  markets  of  the  world  in  |)ayment  of 
needled  supplies  and  materials.     This  also  means  reconstruction. 

No  such  fundamental  economic  and  physical  problems  as  these 
art*  left  to  us  as  a  heritage  of  war.  Our  situation  has  Ix'en  one  of 
comparative  immunity  and  safety.  Our  losses  of  life  have  for- 
tunately been  few  and  our  losses  of  property  negligible.  The  main 
cost  of  the  war  to  us,  apart  from  the  pecuniary  cost  which  is 
reckoned  in  the  amount  of  our  national  war  debt  and  taxes,  is  to 
be  found  in  the  disorganisatioo  of  industry-  Uirough  the  necessary 
shift  from  a  peace  basis  to  a  war  basis.  It  has  been  estimated 
that,  including  the  men  who  went  into  the  anued  s^-rN'iciN  some 
eighteen  million  ])ersons  have  been  involved  in  war  work  of  one 
kind  or  another,  mainly  in  industries  producing  for  tiie  suppoK 
of  our  armies  and  the  supply  of  our  European  associates.  Some 
of  these  and  in  some  cases  many  will  have  to  be  shifted  from 
theur  present  employments. 

Pbces  will  also  have  to  be  found  for  the  returning  soldiers. 
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But  it  would  be  a  mistake  to  exaggerate  the  extent  of  the  redis- 
tribution of  the  labor  force  of  the  country  that  will  be  thus  oc- 
casioned. It  must  not  be  overlooked  that  many  of  the  basic  in- 
dustries, such  as  steel,  copper  and  the  metal  trades  generally, 
which  were  speeded  up  or  enlarged  for  the  purposes  of  war  produc- 
tion, are  normally  very  large  industries  and  it  is  altogether  prob- 
able tliat  they  will  remain  permanently  enlarged  to  meet  tlie  heavy 
after- war  demands  for  their  products  and  that  consequently  many 
of  those  who  first  found  employment  in  these  industries,  as  a  re- 
sult of  the  war,  will  remain  with  them.  At  the  most,  taking  the 
situation  by  and  large,  our  after-war  condition  will  present  a 
problem  of  reemployment,  or  reorganization,  rather  than  a  prob- 
lem of  reconstruction.  It  is  a  problem  that  we  may  well  believe 
will  find  its  own  solution  in  due  course — indeed  is  already  finding 
its  solution — if  the  process  of  economic  and  industrial  readjust- 
ment is  kept  measurably  free  from  unnecessary  interference  on 
the  part  of  the  government,  and  if  good  temper,  forbearance,  and 
a  spirit  of  accommodation  are  shown  by  all  interests  during  the 
period  of  transition.  Government  help  there  may  have  to  be 
in  stabilizing  industrial  conditions  from  time  to  time  through  em- 
ployment on  public  works,  but  the  intervention  of  the  govern- 
ment should  be  by  way  of  supplement  to,  rather  than  substitute 
for,  normal  business  agencies.  The  problem  is  mainly  a  business 
problem  to  be  handled  by  business  men. 

Europe's  Economic  and  Financial  Need 

It  is  even  likely  that  in  Europe  the  process  of  reconstruction  and 
recuperation  will  be  speedier  and  more  complete  than  many  now 
imagine.  The  parts  of  Europe  that  have  borne  the  brunt  of  the 
war  are  those  whose  people  are  possessed  of  the  greatest  economic 
capacity — energy,  ambition,  inventiveness  and  determination. 
They  are  impatient  to  wipe  out  the  traces  of  war  and  get  them- 
selves back  into  working  order.  Much  assistance  will  be  needed 
by  them  from  the  outside  world  in  the  first  steps  of  the  process 
and  that  means  chiefly  from  us.  But  with  that  assistance,  the 
repair  of  waste  and  the  accumulation  of  new  capital  may  be  ex- 
pected to  go  forward  rapidly  in  Europe  in  the  next  few  years.  In- 
deed the  rapidity  of  Europe's  industrial  recovery  is  likely  to  be 
one  of  the  economic  marvels  of  all  time. 


RacnfTiMO  the  Price  Situation 

Europe  will  need  goodi  and  credit  from  us  if  the  can  fet  tJMm 
on  a  reasonable  basis.  The  goods  »he  will  need  are  mainly  food- 
stuffs, raw  materials  of  industry  and  the  basic  materiab  of  con- 
struction. Provided  she  can  get  these  at  reasonable  prioea»  she 
will  tiUce  theni  in  large  amounts,  and  trade  and  industry  miqr  be 
expected  to  be  active  in  tlie  United  States  for  a  few  yean  and  our 
problem  of  economic  and  induiitrial  readjustment  may  be  ex- 
pected to  find  much  of  lis  solution  in  tliis  way. 

The  credibi  Kuro]>e  ^ill  need  will  be  both  short-term  or  com- 
mercial and  long-term  or  investment  The  former  we  can  easily 
provide  through  the  further  development  of  acceptance  credtta 
and  the  aid  of  the  federal  reserve  bank^.  Long-term  or  invest- 
ment credits  present  a  different  problem;  they  call  for  capital, 
and  capital  must  first  be  accumulated  or  saved  before  it  can  be 
loaned  or  invested.  It  may  confidently  be  expected,  however, 
that  if  Europe  finds  in  the  American  market  the  goods  it  needs  at 
reasonable  prices,  ways  will  be  found  of  financing  the  purchases 
and  investments  with  the  aid  of  our  bankers  and  the  investing 
public.  The  main  pivot  of  tlie  after-war  economic  situatioo, 
particularly  in  its  international  aspects,  is  prices.  Europe  can- 
not afford  to  buy  much  from  us  on  the  basis  of  present  war  prices 
without  endangering  her  economic  solvency  and  it  may  well  be 
doubted  whether  it  will  be  to  our  permanent  interest,  if  we  imder- 
take  to  finance  her  reconstruction,  to  encourage  her  to  buy  much 
at  war  prices  if  her  solvency  is  thereby  threatened.  Much  will, 
therefore,  depi*nd,  both  for  us  and  Europe,  on  the  course  that 
prices  take  during  the  coining  months  and  years  as  to  whether 
the  period  of  transition,  readjustment  or  reconstruction,  whichever 
it  may  be,  is  to  be  a  short  and  satisfactory  one  or  a  long  and  wear- 
ing one. 

The  Pkicb  SrruATioN 

Of  all  the  financial  diflBculties  confronting  the  country  at  the 
close  of  the  war  the  price  situation  is,  in  a  business  way,  the  most 
serious  and  the  one  calling  for  the  most  immediate  correction* 
Fortunately  for  the  United  States,  this  situation  is  not  confined  to 
us.  The  whole  commercial  world  has  been  involved  in  a  series 
ol  extraordinary  price  disturbances  growing  out  of  the  war. 
While  the  situation  is  worse  in  some  countries  than  in  others,  it 
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is  seriouH  in  all.  The  general  dim^niioiis  and  the  gravity  of  it 
are  sufficiently  disclosed  in  Uie  broad  statement  that,  in  the  course 
of  tlie  four  years  of  war,  the  world  level  of  prices  has  risen  by  one 
hunch*ed  |>er  cent.  In  some  countries  i)rici\s  mean  depreciated 
])aper  prices,  in  others  gold  prices,  but  in  all  an  increase  has  been 
experienced  that  makes  the  problem  of  price  rectification  one  of 
urgency  everywhere.  . 

It  cannot  be  emphasized  too  insistently  that  economic  life  can 
never  be  normal  and  that  business  conditions  can  never  be  safe 
until  prices  in  leading  world  markets  work  their  way  back  to  some 
sort  of  a  stable  or  normal  level  adjusted  to  conditions  of  national 
and  international  demand  and  supply,  as  these  will  be  when  in- 
dustry and  trade  among  the  nations  have  recovered  from  the 
shattering  effects  of  the  war  and  have  resumed  something  that 
can  be  called  a  normal  course.  How  quickly  this  process  will  be 
worked  out  will  determine  how  long  the  world  will  be  in  tlie  un- 
certainties and  difficulties  of  a  period  of  transition.  Periods  of 
transition  are  always  periods  of  strain.  To  shorten  them  by 
such  means  as  can  be  foreseen  to  have  a  desirable  effect  is  the  part 
of  good  economic  and  financial  policy,  both  for  the  individual 
business  man  and  for  the  nation  and  for  the  commercial  world  at 
large. 

Tho'e  is  already  much  welcome  indication  that  the  more  fore- 
sighted  of  the  American  business  communities  are  looking  ahead 
to  the  falling  of  prices  as  something  that  is  inevitable  in  the  normal 
course  and,  instead  of  waiting,  are  anticipating  and  assisting  the 
process  of  readjustment  by  voluntary  price  reductions.  Such  was 
the  action  recently  taken  by  the  steel  trade,  the  greatest  of  the 
country's  barometers  of  industry,  an  action  that  is  bound  to  have 
a  decisive  effect  in  many  related  fields.  Many  merchandising 
establishments,  also,  are  looking  ahead  and  taking  such  pre- 
cautionary measures  as  they  can  to  prevent  being  involved  in 
avoidable  loss  in  the  transitional  period  of  price  readjustment. 
Bankers  are  scrutinizing  credit  statements  and  are  advising  clients 
to  be  careful  not  to  be  caught  with  large  inventories  on  a  falling 
market,  and  the  advice  meets  many  prepared  minds  and  much 
ready  acceptance. 

Such  mental  preparation  paves  the  way  and  thereby  hastens 
and  makes  safe  the  process  of  price  readjustment.     But  when  all 
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ifl  done  in  lliis  way  that  can  rt* luonahly  be  expected  of  the  buii- 
ne«8  man,  it  will  Htill  remain  true  tiiat  much  of  the  readjtuitineiit 
of  prices  must  oome  about  through  other  action  in  which  the  com- 
munity at  large  muKt  have  a  principal  part. 

What  in  it  that  has  driven  prices  to  the  dissy  heighU  thai  have 
prevailed  during  the  past  four  years?  In  general,  the  amwer  of 
course  must  be  war — the  economic  and  financial  disturbanoes  the 
war  has  produced.  It  is  difficult  enough,  even  under  nonnal  con- 
ditions, to  «pecif>'  the  factors  which  determine  the  le\'d  of  prtoea 
The  price  situation,  as  we  find  it  in  any  given  country  at  any  given 
time,  is  tlie  result  of  a  complex  of  forces  in  which  the  production 
and  costs  of  goods,  market  dcuiands,  the  saving  and  investment 
of  capital,  the  state  of  credit,  and  the  volume  of  money  and  cur- 
rency, all  have  their  measure  of  influence.  These  have  aO  been 
at  work  during  the  war,  but  they  have  been  so  complicated  in  their 
action  by  the  war  that  no  simple  explanation  of  the  movement  of 
pricx*s  in  our  own  or  other  countries  is  adequate  fully  to  explain 
the  causes  of  what  has  been  taking  place. 

High  Prices:  Scarcity  and  Inflation 

From  the  ver>'  beginning,  the  war  caused  a  great  intensification 
of  the  demand  for  a  great  variety  of  materials  and  supplies  needed 
in  modem  warfare.  With  all  the  efforts  that  have  been  maile  to 
adjust  the  productive  organization  of  the  diflfereni  ooontries  to 
the  supply  of  these  much -needed  things,  there  has,  until  quite 
recently,  been  a  relative  shortage  of  many  of  the  primary  materials 
and  basic  commodities  of  war.  To  that  extent,  they  have  com- 
manded "scarcity  values**  and  their  prices  would  have  ruled  high 
even  had  there  been  no  alteration  in  general  monetary  conditions. 
Much  patient  and  methodical  statistical  investigation  wiU  be 
needed  to  determine  the  exact  extent  to  which  high  prices  during 
the  past  four  years  can  properly  lie  regarded  as  "scarcity  values.** 

To  tlie  extent  that  the  prevailing  high  prices  have  been  "scaiciljf 
values**  we  may  expect  the  situation  to  right  itsdf  in  due  time  at 
industr>'  shifts  from  w*ar  production  to  peace  production  and  the 
vast  numbers  of  able-l>odied  workers,  who  have  been  withdrawn 
from  productive  industry  to  military*  s<*rvioe,  are  reinfltated  in  the 
industrial  army.  Tlie  production  of  many  basic  materials  and 
commodities,  which  have  been  in  diort  supply,  will  gradually 
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catch  up  with  the  demand,  and  values  be  brought  back  more 
nearly  to  normal.     This  movement  has  already  begim. 

Looked  at  from  this  point  of  view,  the  problem  of  reestablish- 
ing a  normal  price  level  is  a  problem  in  producHoUy  one  to  be  worked 
out  in  factory,  farm  and  workshop.  Prices  will  move  toward 
normal,  and  goods  will  become  cheaper  as  they  become  more 
abimdant.  They  will  become  more  abundant  as  the  wasteful 
processes  of  war  consumption  come  to  an  end  and  production 
resumes  its  normal  ways. 

But  "scarcity"  is  a  relative  term  and  there  is  so  much  evidence 
of  an  artificial  abimdance  of  money  in  comparison  with  the  things 
that  are  purchasable  by  it  that  the  abundance  of  money  must  be 
credited  with  at  least  an  equal  influence  in  ex])laining  the  high 
prices  which  have  prevailed.  Special  attention  will,  therefore, 
have  to  be  directed  in  the  process  of  a  return  to  a  normal  basis 
of  prices  to  the  condition  of  banking  credit  and  currency,  which 
has  promoted  or  sustained  the  upward  flight  of  prices. 

The  balance  sheet  of  the  belligerent  world  has  been  swollen  by 
the  addition  of  about  two  hundred  billions  of  public  debt  on  the 
liabilities  side  of  the  account  with  only  partial  offsets  in  the  way 
of  newly  created  wealth  on  the  assets  side  of  the  statement  to 
insure  economic  solvency  among  the  European  belligerents  and 
especially  the  Central  Powers.  Not  the  least  of  the  wonders 
worked  by  the  war  has  been  the  ease  with  which  vast  public  debts 
have  been  contracted  on  what  must  be  considered  a  relatively 
favorable  basis  so  far  as  concerns  interest  rate  and  other  terms. 

The  fact  that  the  war  was  not  merely  or  mainly  a  war  of  armies 
but  a  war  of  nations  in  which  everybody  had  his  part  to  play  does 
much  to  explain  the  imprecedented  financial  achievement  of  all 
the  belligerent  nations.  Patriotism  may  have  run  as  high  in  other 
wars  but  never  before  did  it  so  nearly  embrace  whole  commu- 
nities to  the  last  individual  in  its  magnificient  sweep.  It  has 
become  a  matter  of  commonplace  observation  in  the  United 
States  that  our  people  of  many  different  races,  creeds  and  condi- 
tions have  never  before  been  so  nearly  one  in  thought,  feeling, 
spirit,  purpose  and  action,  as  during  the  war.  All  of  the  four 
great  liberty  loans  have  given  the  evidence  and  measure  of  the 
people's  devotion  to  the  nation's  cause.  Twenty-one  million 
subscribers  to  the  fourth  liberty  loan  tells  much  of  the  story  of 
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our  financial  adiievonent— much,  but  not  quite  alL  For  the 
achievement  is  not  quite  all  that  it  appean  to  be  and  nuiat  b^^^^tn^. 
The  rest  of  the  story  will  be  found  in  the  fffpundH  cooditioo  of 
the  banks. 

Of  the  eighteen  and  a  half  billions  of  loans  thus  far  put  out 
by  the  government,  it  nuiy  be  estinuitcd  that  six  billions  are 
being  carried  by  or  in  the  banka.  To  the  extent  that  subecrip- 
tions  to  government  borrowing!  are  paid,  not  out  of  cash  which 
the  subscriber  has  actually  saved  out  of  his  income,  but  by 
credit  borrowed  from  his  bank,  the  payment  of  the  subacriptkm 
must  be  regarded  as  having  given  rise  to  an  exfiansion  of  bank 
credit  to  approximately  an  identical  amount  Such  expansion  of 
credit,  unless  it  sets  in  motion  new  forces  of  saving;  results  in 
inflation,  first  of  credit,  then  of  currency,  and,  as  a  cooseqiMOoe 
of  both,  inflation  of  prices.  A  bank's  deposits  and  currency  are 
the  chil<lrt»n  of  its  loans  and  investments.  When  the  Umuis  and 
investments,  therefore,  which  occasion  an  increase  of  depocits 
and  currency',  are  not  definitely  tied  to  the  production  or  saving 
of  goods,  they  must  cause  a  rise  of  prices.  When  the  rise  of  prices 
resulting  from  an  expansion  of  credit  and  currency  is  not  able»  or 
until  it  is  able,  to  induce  a  commensurate  increase  of  productive 
industr>'  to  nuitch  tlie  increa^sed  bu^-ing  power  of  the  community, 
the  resulting  condition  is  one  of  inflation,  that  is,  one  in  whidi 
there  is  more  purchasing  power,  in  terms  of  money,  afloat  in  the 
connnunity  than  is  called  for. 

This  condition  has  not  been  peculiar  to  the  United  States. 
Credit  expansion  and  currency  expansion — inflation^  for  short — 
have  everywhere  played  their  part  in  the  financing  of  the  war, 
fortunately  not  so  much  in  the  United  States  as  in  other  countries, 
but  yet  enou^  to  cause  concern;  not  disastrously  as  in  former 
wars,  but  not  without  producing  some  serious  consequences  and 
leaving  in  some  of  the  belligerent  countries  grave  dangers  and  in 
all  of  them,  oivsdves  included,  a  troublesome  after-war  situation. 
The  great  central  note-i^uing  banks  of  the  modem  world — such 
are  also  our  federal  reaerve  banks — have  made  inflation  eaify. 
In  the  estimation  of  many  they  have  also  made  it  safe.  They 
certainly  have  done  much  to  make  it  technically  safe.  The  theory 
upon  which  the  great  note-issuing  banks  pretty  generally  have 
proceeded  is  that  the  test  of  banking  safety  is  to  be  found  in  the 
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ratio.  The  more  gold,  the  more  credit  and  currency. 
Such  appears  to  have  been  their  monetary  logic.  Acting  upon 
this  theory,  they  have  scoiured  their  respective  countries  of  most 
of  the  scattered  gold. 

"Goods'*  Value  Versus  "Gold"  Value 

So  long,  therefore,  as  the  great  central  banks  could  gather  in 
gold  enough  to  maintain  a  suitable  mixture  of  gold  in  their  re- 
sources and  thus  clothe  their  liabilities  with  a  suitable  covering  of 
gold,  their  position  was  one  of  technical  safety,  and  app)earances 
were  good.  It  may  be  admitted  that  appearances  count  for  much 
in  the  psychology  of  credit  and  banking.  But  more  than  ap- 
pearances and  more  than  technical  safety  and,  therefore,  more  than 
gold,  are  necessarj^  to  the  good  functioning  of  reserve  and  note- 
issuing  institutions.  The  character  of  their  general  assets  as 
well  as  the  adequacy  of  their  reserves  determines  their  real  con- 
dition. There  must  be  wisdom — great  wisdom — and,  at  times, 
courage  as  well  as  wisdom  in  the  administration  of  note-issuing 
and  reserve  credit  banks  if  more  than  a  condition  of  technical 
banking  strength  is  to  be  maintained  and  the  world  made  safe 
against  the  costly  evils  of  inflation.  That  lesson  the  world  is  about 
to  learn  as  a  result  of  the  experiences  of  the  past  four  years.  Un- 
til it  is  learned  and  the  credit  and  currency  situations  in  the  lead- 
ing countries  rectified  accordingly,  the  business  of  the  world  will 
be  in  a  state  of  maladjustment  with  the  industrial  unrest  and 
strife  that  are  usually  bred  of  maladjustment  and  financial  con- 
fusion . 

The  fact  that  inflation  in  the  United  States  has  not  been  caused 
or  attended  by  suspension  of  gold  payments  or  a  discount  on 
paper  currency,  such  as  was  experienced  during  the  Civil  War, 
should  not  blind  us  to  the  realities  of  the  situation.  Suspension 
of  specie  payments  may  take  place  without  producing  a  state  of 
inflation.  (Such  was  the  case  in  France  during  the  Franco- 
German  War  of  1870-71,  when  the  Bank  of  France  suspended 
specie  payments  but  managed  its  note  issues  with  such  care  that 
they  were  never  at  any  time  over-issued  and  never  went  to  any- 
thing more  than  a  nominal  discount  as  compared  with  gold.) 

Recent  events,  particularly  in  the  United  States  and  among  the 
northern  neutrals  of  Europe, — which  like  the  United  States  have 
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experienced  enonaoiu  accession.s  to  Ui<^r  HU|i|>lura^  ol  gold  during 
the  period  of  the  war, — show  tliat  inflation  may  tmke  place  with- 
out a  miJipen«ion  of  tpeeie  paymentji  or  the  oeeurrenee  of  a  dia- 
count  on  paper.  It  was  the  very  ahundanct*  of  gold  that  helped 
to  advance  prices  in  the  Unites'  •-^*  '.h  hffort*  our  mtr>'  into  the 
war.     The  currency  of  the  Tn  aU'n  now,  ah  then,  is  a  gold 

currency.  Prices  in  the  United  States  are,  thtTefore,  gold  prices. 
This  fact  is  incontestable.  There  is  gold  enough  and  more  than 
enough  to  assure  the  absolute  convertibility  of  our  paper  currency 
in  gold.  The  trouble  with  our  situation  is  not  that  the  paper  dol- 
lar is  not  as  good  as  the  gold  dollar;  just  the  reverse  is  true:  it  is. 
The  trouble*  with  our  situation  is  that  neither  the  f>aper  dollar 
nor  the  gold  dollar  will  buy  as  much  a.s  thi-y  did  before  inflation 
of  prices  began.  At  prices  as  they  are,  the  paper  dollar  buys  as 
much  as  the  gold  dollar.  The  gold  dollar  is  no  better  than  the 
paper  dollar.  The  two  are  interchangeable.  Our  trouble,  there- 
fore, is  with  dollars,  irrespective  of  their  kind.  It  is  one  of  quan- 
tity, not  of  quality,  or,  at  any  rate,  not  of  quality  in  terms  of  gold. 
Our  elastic  note  issue  system  has  enabled  us  to  place  tlie  production 
of  paper  dollars  on  a  '^quantity  basis'*  without  endangering  the  in- 
tegrity of  their  gold  value.  The  trouble  Lh  with  the  goods  value, 
not  with  the  gold  value  of  the  American  dollar.  Our  difficulty 
is, — and  thertMu  consists  our  inflation, — tliat  dollars,  good  finan- 
cial dollars,  "safe**  dollars,  gold  dollars,  have  been  created  in 
such  abundance  in  comparison  with  the  amount  of  goods  pur- 
(*ha.Hable  by  them  that  they  have,  as  a  necessar>'  result,  lost  in 
their  purchasing  power — in  other  words,  the  supply  of  money  has 
become  disproportionate  to  the  supply  of  goods  with  rising  prices 
as  the  inevitable  result. 

Since  the  beginning  ol  the  European  War,  or  between  ihv  dates 
of  July  1,  1914  and  September  1,  1918,  the  total  money  in  circu- 
lation in  the  United  States,  as  shown  by  the  Treasury  statement, 
increased  from  $S,i0^015,000  to  $5,621,811,000,  an  increase  of 
t8,«19,<96,00D  or  05  per  cent  ToUl  deposiU  of  all  banks,' 
between  the  dates  of  June  SO,  1914,  and  June  ^,  1918,  tiie  latest 
date  for  which  complete  figures  are  available*,  increased  from 
$21,^9,000,000  to  $82,589,000,000,  an  inoease  of  $11,510,000,000 
or  53  per  cent     Loans  and  discounts  for  the  same  dates  show  an 

*  Nmiional.  date  and  private  banks  and  loan  and  triMi 
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increase  from  $15,340,000,000  to  $22,059,000,000,  or  $6,710,000,- 
000,  an  increase  of  44  per  cent  Total  investments  for  the  same 
dates  show  an  increase  from  $20,924,000,000  to  $31,982,000,000, 
or  $11,058,  000,000,  an  increase  of  53  per  cent. 

Since  our  entry  into  Uie  war,  or  between  the  dates  of  July  1, 
1917,  and  July  1,  1918,  the  total  money  in  circulation  in  the 
United  States,  as  shown  by  the  Treasury  statement,  increased 
from  $4,850,360,000  to  $5,621,311,000,  an  increase  of  $770,951,000 
or  16  per  cent.  Total  deposits  of  all  banks,*  between  the  dates 
of  June  20,  1917,  and  June  29,  1918,  the  latest  date  for  which 
complete  figures  are  available,  increased  from  $30,443,000,000 
to  $32,589,000,000,  an  increase  of  $2,146,000,000  or  7  per  cent. 
Loans  and  discounts  for  the  same  dates  show  an  increase  from 
$20,502,000,000  to  $22,059,000,000  or  $1,557,000,000,  an  increase 
of  8  per  cent.  Total  investments  for  the  same  dates  show  an 
bcrease  from  $28,61 1 ,000,000  to  $31 ,982,000,000,  or  $3,37 1 ,000,000, 
an  increase  of  12  per  cent. 

The  index  number  of  wholesale  prices  in  the  United  States  com- 
puted by  the  Bureau  of  Labor  Statistics  shows  a  rise  from  98  in 
June,  1914,  to  202  in  August,  1918,  a  rise  of  over  100  per  cent.  The 
index  number  for  retail  prices  for  the  same  dates  moved  from  99  to 
171 ,  an  increase  of  about  73  per  cent.  Since  the  entr>'  of  the  United 
States  into  the  war,  the  index  number  of  wholesale  prices  has  risen 
from  171  in  April,  1917,  to  202  in  August,  1918,  an  increase  of  18 
per  cent,  the  index  number  for  retail  prices  for  the  same  dates 
having  moved  from  145  to  171,  an  increase  of  18  per  cent. 

These  figures  certainly  reveal  a  very  considerable  increase  in 
the  volume  of  banking  operations  in  the  United  States  since  the 
beginning  of  the  European  War  in  1914.  An  aggregate  of  prob- 
ably over  ten  billions  (an  increase  of  about  50  per  cent)  of  new 
purchasing  power  since  the  beginning  of  the  European  War, 
mainly  in  the  form  of  bank  deposit-currency,  has  come  into  ex- 
istence during  this  period.  The  portion  of  this  increase,  which  is 
to  be  charged  to  the  period  beginning  with  our  entry  into  the  war, 
cannot  be  accurately  determined  for  lack  of  adequate  data.  But 
an  indication  is  supplied  by  the  increase  between  the  dates  of 
June  20,  1917,  and  June  29,  1918,  noted  above,  in  the  figures  for 
total  deposits  and  money  in  circulation,  an  increase  of  the  two 

*  National,  state  and  private  banks  and  loan  and  trust  companies. 
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together  of  8  per  cent  It  seenui  witiiin  tiic  probabilities  that,  of 
the  ten  bOlioiu  of  new  piirchasinK  iwwct  which  there  it  good 
ground  for  believing  have  been  created  in  the  United  Stales 
July,  1914,  a  fourth  may  conserN'ativcly  be  regarded  aa 
able  to  the  period  since  our  entr>'  into  the  war. 

To  the  extent  that  this  increase  in  the*  supply  of  the  purchadof 
media  of  the  country'  has  not  been  offset  by  a  like  increase  in  the 
production  of  goods,  it  nuiHt  be  regarded  aa  unneoeMary  and  ao- 
periiuous  from  the  economic  point  of  view,  whatever  nmy  be 
in  justification  of  it  from  the  point  of  view  of  political  and 
eral  financial  expediency.  To  the  extent  that  it  has  been 
by  increased  production,  it  presents  no  difficulty.  That  there 
has  been  an  enormous  increase  in  the  phyhical  output  of  goods 
in  the  United  States  during  the  past  four  years  cannot  be  quea- 
tione<l.  Never  before  has  the  country  come  so  near  to  realis- 
ing it^  full  productive  capacity;  never  before  has  there  been  so 
little  unemplo>'ment  or  idleness.  Some  estimates  place  the  in- 
crease in  the  physical  product  of  the  country  during  the  past 
four  years  as  high  as  25  per  cent  If  we  take  a  more  cooaerva- 
tive  figure,  of  20  per  cent  it  would  suggest  the  inf^enoe  that  a 
commensurate  proportion  of  the  volume  of  credit  and  currency 
existing  in  1914,  or  some  four  billions  of  dollars  in  the  aggrQgale» 
was  probably  legitimately  called  for  by  the  growth  of  prodnetioo 
in  the  past  four  years. 

In  estimating  the  amount  of  credit  and  currency  contraction 
that  will  have  to  take  place  before  our  price  situation  can  be 
regarded  as  in  a  fair  way  to  become  normal,  these  four  billions 
should  properly  be  deducted  from  the  statement  of  the  pres- 
ent volume  of  these  items.  It  would  appear  probable,  there- 
fore, that  some  six  billions  of  credit  and  currenc>'  in  the  aggre- 
gate have  been  created  in  tlie  pa^it  four  and  one-ludf  years  that 
cannot  be  regarded  as  having  been  occasioned  by  the  require- 
ments of  industrial  growth,  as  measured  in  terms  ci  physical 
units.  This  is  also  approximately  the  amount  of  war  securities 
and  war  loan  psper,  as  has  already  been  stated,  that  the  banking 
system  of  the  United  States  is  today  carrying.  To  this  extent  the 
expansion  of  banking  credit  and  currenc>*  would  appear  to  have 
been  occasioned  by  the  banks  having  assumed  the  burden  of  as- 
sisting the  placement  of  IVeasury  borrowings  by  the 
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use  and  lending  of  their  credit.  Such  use  of  credit  is  ahnost  of 
necessity  inflationary  in  its  inunediate  effects  and  in  its  continu- 
uing  tendencies  until  corrected. 

Rectification  of  the  Price  Situation 

There  can  be  little  question  of  what  form  the  correction  should 
take.  Where  there  has  bwn  inflation,  there  must  follow  deflaiioUy 
as  a  necessary  condition  to  the  restoration  of  economic  health. 
Contraction  of  bank  deposits  and  currency,  through  the  liquida- 
tion of  war  loan  accounts,  is  clearly  indicated  as  the  next  and 
necessary  step  in  the  ])rocess  of  bringing  the  credit  currency  and 
price  situation  back  to  nomial.  Those  who  in  our  liberty  loan 
campaigns  were  persuaded  to  borrow  and  buy  must  now  be  made 
to  save  and  pay.  **Save  and  pay  up"  should  henceforth  be  our 
slogan.  The  problem  of  correcting  a  state  of  banking  inflation 
is  mainly  a  problem  in  saving.  We  must  either  put  more  goods 
behind  the  outstanding  volume  of  credit  and  currency — that 
means  production — or  we  must  reduce  the  volume  of  credit  and 
currency  to  suitable  projjortions — that  means  saving. 

Expenses  and  spending  must  be  kept  down;  money  must  be 
saved.  As  it  is  saved,  it  must  be  paid  to  the  banks  in  liquidation 
d  war  loans  and  other  non-productive  borrowings.  If  the  money 
saved  is  in  the  form  of  deposit  or  checking  credits,  then  the  total 
volume  of  these  in  existence  and  in  use  will  be  diminished  as  they 
are  used  to  cancel  an  equivalent  amount  of  loans  and  thus  will  the 
banking  structure  be  contracted  and  prices  be  rectified.  If  in  the 
form  of  bank  notes,  the  cash  holdings  of  the  banks  will  be  built 
up  and  they  will  be  enabled  to  reduce  their  borrowings  from 
their  reserve  banks  and  in  this  wise  the  notes  will  find  their  way  back 
to  tlie  reserve  banks,  reducing  at  once  the  volume  of  their  out- 
standing note  liabilities  on  the  one  side  and  their  holdings  of  bills 
discounted  on  the  other.  Thus  will  saving  effect  the  reduction 
in  the  volume  of  outstanding  currency  and  credit.  There  is  no 
escape  from  this  necessity.  So  long  as  inflation  exists,  the  nation 
must  continue  to  practice  thrift.  Only  thus  can  the  capital  be 
created  and  supplie<l  which  will  wipe  out  the  inflation  that  already 
exists  and  avoid  or  minimize  such  new  inflation  as  may  threaten 
in  connection  with  the  great  borrowings  that  must  still  be  made 
for  the  use  of  our  government  and  the  governments  associated 
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with  it,  ti>  ^.ly  not h in  17  of  the  Urge  dmuuKli  for  ca|Mlal  thai  wiD 
Im*  tniidi  (III  t)i«'  Aiiit  ii<  iiii  invc*fttnic*nt  tnarkrt  by  Europe  in  the 
procrs.H  of  rHMtabli-HhinfC  hcT  induMtric*!!. 

The  govemnH'nt's  iv<|uiivim'ntM  for  the  retnaiiKlcr  of  Uie  fiaod 
yeiur  have  been  »tat<Hl  a^i  likely  to  be  not  leu  than  aeTen  Wlioni. 
Thifl  amount,  added  to  the  six  billionH  of  outstanding  war  ■ectnv 
tien  which,  it  is  estimated  above,  have  not  yet  been  permanently 
absorbed,  gives  us  a  total  of  thirte<'n  billionH  of  public 
which  must  be  taken  up  out  of  genuine  savingN  if  our 
and  credit  system  is  to  be  sterilized  of  the  taint  of  inflation  which 
at  present  is  upon  it.  When  this  is  aooompliihed,  prices  are 
likely  to  be  at  something  Unit  can  be  regarded  as  a  normal  level. 
Until  it  is  aocompli.shtHl,  tliere  will  be  an  unstable  price  situation. 
As  it  is  gradually  accomplishtHl,  prices  will  go  back  to  a  normal 
l>asis  in  an  orderly  manner.  But  if  a  considerable  part  of  the 
new  l>orrowing8,  wliich  the  government  must  make  during  the 
fiscal  year  and  until  war  accounts  are  finally  closed  up,  are  financed 
by  any  considerable  expansion  of  banking  credits  we  are  likely  to 
have  more  inflation  and  an  aggravation  of  a  price  situation  which 
is  alrt^ady  sufficiently  serious  and  burdensome. 

Replenish INQ  Capital 

Europe\s  post-war  financial  and  industrial  requirements  cannot 
even  be  conjectured.  But  they  are  likely  to  be  very  oonaidcrable 
if,  as  has  already  been  suggested,  goods  can  be  bought  in  the 
American  market  at  reasonable  prices  and  capital  obtained  on 
reasonable  terms.  The  destruction,  waste  and  deterioration  of 
pUnt  facilities  and  other  industrial  equipment  must  amount  to 
an  aggregate*  taking  all  of  the  Kuropt^an  belligerents  together, 
that  it  will  take  sonu*  billions  of  dollars  worth  of  materials  and 
supplies  to  re|)la<*e  or  n>|>air.  The  amount  which  Europe  is  in- 
debted to  the  United  States  on  the  financial  account  because 
of  the  heavy  borrowings  that  have  been  made  in  the  .\merican 
maiket  the  past  three  years,  will  probably  be  not  far  from  five 
hundretl  millions  of  dollars  for  interest  ak>ne  when  peace  is  ea- 
tabKshed.  Europe  could  probably  uw  to  good  advantage  two  or 
three  times  this  amount  in  the  process  of  replenisliing  hcT  capital 
during  the  next  two  or  three  years  if  conditions  generally  were 
iavorable.     It  may  be  expected,  therefore,  that  capital  will  be  in 
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strong  demand  in  the  post-war  period  and  that  much  financing 
of  an  investment  character  will  have  to  be  undertaken  by  America 
in  the  process  of  helping  the  reconstruction  of  Europe  and  the 
re^tablishment  of  normal  conditions  throughout  the  world. 

The  situation  presents  a  duty  to  be  undertaken  by  the  people  of 
the  United  States,  as  well  as  an  opportunity  to  be  embraced. 
Investment  rates  of  interest  are  likely  to  rule  high  for  some  years 
and  to  make  saving  a  remunerative  sacrifice.  There  is  no  method 
by  which  capital  can  be  created  except  by  saving — by  saving  pro- 
ductive power  from  the  production  of  goods  destined  for  imme- 
diate consumption  to  the  production  of  goods  destined  for  capital 
equipment.  It  is  essential  from  every  point  of  view  tliat  the  de- 
pleted capital  of  the  belligerent  countries  shall  be  restored  and  the 
terrible  gap  torn  in  the  industrial  structure  of  Europe  by  four  years 
of  war  filled  up.  Just  as  the  war  taught  us  to  draw  with  closer 
approximation  and  finer  appreciation  a  line  between  industries 
and  goods  according  to  their  bearing  on  the  prosecution  of  the 
war — the  "essentials"  being  those  that  helped,  the  "non -essen- 
tials" those  that  delayed  or  hindered — so  the  same  principle,  in 
view  of  the  urgent  economic  condition  with  which  the  war  has  left 
the  belligerent  countries,  suggests  an  analogous  application  of  the 
same  principle — after-war  essentials  being  those  that  help  in- 
dustrial recuperation,  the  non-essentials  those  that  hinder  or  de- 
lay. The  consumption  and,  therefore,  the  production  of  non- 
essentials must  be  kept  down  in  order  that  the  production  of  the 
new  essentials  may  go  forward  at  prices  that  will  attract  demand. 

Europe  cannot  afford  to  buy  great  quantities  of  goods  in  the 
American  market,  urgent  as  is  the  need  for  materials  of  post-war 
industrial  reconstruction,  unless  our  prices  fall,  no  matter  how 
ready  we  stand  to  finance  them,  because  Europe  cannot  afford 
to  handicap  her  reconstructed  industries  with  a  capitalization 
that  will  not  be  warranted  by  earnings  when  post-war  prices  get 
back  to  normal,  as  sooner  or  later  they  will.  For  her  industries 
to  do  otherwise  would  be  to  invite  serious  losses  and  possible 
bankruptcies. 

Indeed,  much  the  same  may  be  said  of  our  own  domestic  busi- 
ness situation.  Increase  of  the  capital  account  will,  in  general,  be 
a  perilous  proceeding  for  any  undertaking  involving  large  perma- 
nent investment  and  heavy  fixed  charges,  so  long  as  prices  of  mate- 
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rials  of  construction  art*  on  an  mtlated  basis.  Thus  does  an  mtia  ted 
state  of  firioea  tend  to  chedc  indiiritrial  enterprise  and«  therefore,  to 
retard  industrial  recovery.  Men*  than  that,  an  inflated  state  of 
prices  always  adds  to  the  uncertain  t  h^  and ,  therefore,  to  the  haaaids 
of  business,  when  oner  tiic  crt\«it  of  tiu*  niovc-nient  haji  been  passed. 
Thus  is  a  sfMHMilativr  tin^^e  given  to  ev€*n  ordinar>'  bujiiness  in 
IMTicMls  followinf(  inflation  of  prices  and  credit.  Such  periods,  it 
has  fn><|u<>ntly  lHH*n  observed,  tend  to  promote  speculative  ac- 
tiviiirs  and  to  breed  business  crises.  For  whatever  adds  to  the 
uncertain  tics  and  hasards  of  business  not  only  tends  to  induce 
s|)eculation  but  also,  for  that  very  reason,  to  add  to  the  chaneea 
of  business  miscalculation  and,  therefore,  to  the  percentage  of 
business  misadventurt*.  .Vnd  it  Lh  business  misadventure,  when 
the  |)crci*ntaKc  runs  high  enough,  that  makes  for  crisis.  For  the 
business  crisis  is  merely  to  be  regardtnl  as  a  rough  and  wholesale 
method  of  adjusting  the  capitalization  of  buidness  to  the  in- 
dubitable facts  of  the  market — through  earnings  to  prioea— ^hen 
capitalization  has  gotten  out  of  line  with  the  price  trend,  the  busi- 
ness crisis  iHMng  little  other  than  a  swift  and  \nolent  method  of 
cx)rrt»cting  errors  of  business  miscalculation,  when  such  errors  have 
been  extensively  committed. 

Conclusion 

The  more  the  matter  is  pondered,  therefore,  the  more.  I  believe, 
the  heart  of  our  national  after-war  business  and  financial  problem 
will  be  found  in  the  price  situation.  There  are  niany  other  fac- 
tors— such  as  wages,  taxes,  interest  rates — but  none  that  is  com- 
parable in  its  importance  to  the  price  situation  nor  unaffected  by 
it.  If  our  price  situation  is  quickly  cleared  up  by  deflation,  wa^ea 
and  taxes  may  be  expected  to  adjust  themselves  to  the  altef^ 
conditions.  Industrial  enterprise  can  then  make  it^  calculations 
on  something  like  a  stable  or  normal  basis  and  the  period  of  post- 
war readjustment  need  have  little  terror  for  us.  The  whole 
worid  is  inflated. 

A  great  opportunity,  tiierefore,  awaits  the  countr>',  which  is  the 
first  to  be  able  to  begin  marking  down  its  prices  toward  peace 
levels.  The  work!  needs  us  and  what  we  can  produce.  It  needa 
copper,  cotton,  steel,  machiner>'  and  many  other  things.  Some 
of  these  it  will  take  at  any  prices  but  it  will  take  much  if  our 
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prices  are  such  as  to  invite  foreign  demand,  and  we  need  give  little 
attention  to  artificial  methods  of  taking  up  the  slack  in  the  labor 
market  and  otherwise  stabilizing  industrial  conditions,  if  we  take 
up  promptly  and  proceed  vigorously  with  the  solution  of  the  price 
situation. 


Sanity  in  Reconstruction  Legislation 

By  Hon.  Albert  C.  Ritcuic 
Chisf  Council.  War  InduftriM  Bo«d 

THK  transition  to  the  arts  ci  peace  presents  to  the  statesmra 
and  economists  of  America  industrial  ptobiems  more  com- 
plex and  varied  tlmn  Uie  tran8ition«  less  than  two  yean  ago,  to  the 
arts  of  war.  Our  problem  then  was  a  single  one.  It  was  to  con- 
centrate the  industries  and  resources  of  our  country  upon  the  work 
of  supplying  the  materials  needed,  directly  or  indirectly,  for  war 
purposes. 

This,  indeed,  involved  many  phases.  It  required  the  creation  of 
new  facilities  to  produce  instruments  of  modem  warfare  which  we 
had  not  produced  lK*fore.  It  required  the  increase  of  our  ^««Hfig 
war  facihties,  and  the  conversion  of  non-war  industries  into  war 
industries.  It  necessitated  the  curtailment,  sometimes  the  cessa- 
tion, of  non-war  business,  and  the  elimination  of  waste  and  un- 
necessary production,  so  that  capital,  labor  and  materials  could  1h* 
released  to  make  things  needed  for  the  war.  It  required  priorities 
in  production  and  in  transportation,  so  that  war  needs  conld  lie 
made  and  moved  before  non-war  needs,  and  the  more  urgent  war 
needs  before  those  that  were  less  urgent. 

But  all  these  activities,  and  more  besides,  far-reaching  an«l 
extraordinarily  novel  as  they  were,  were  only  different  avenues 
leading  directly  toward  a  single  goal  for  which  we  aimed, — U>^ 
mobilisation  of  our  resources,  our  capital  and  our  labor,  to  the  end 
that  they  should  speedily  produce  the  things  necessary  and  helpful 
in  winning  the  war,  before  producing  things  which  did  not  con- 
tribute to  that  one  great  purpose. 

Now,  with  that  purpose  accomplished,  the  journey  back  to  the 
basis  of  peace  is  begun,  and  there  is  no  longer  a  single  goal  towards 
whidi  we  aim.  Not  alone  from  this  country,  but  from  every  part 
of  the  earth,  will  come  calls  to  labor,  industry  and  capital  for 
purposes  as  numy  as  the  ambition  and  the  initiative  of  men  and 
nations,  free  to  strive  for  their  varied  conunercial  and  industrial 
interests,  can  devise. 

On  every  side  we  hear  measures  ifgnaUil  to  aid  us  in  our 
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journey  from  the  single  work  of  war  back  to  the  manifold  works  of 
peace.  For  almost  every  problem  which  can  be  conceived,  reme- 
dies are  being  crystallized.  Business  men  submit  this  plan,  econ- 
omists tliat,  statesmen  still  another;  and  legislation  of  some  kind  is 
an  incident  of  most  of  them. 

The  reasons  for  this  wealth  and  variety  of  post-war  advice  are 
largely  two :  First,  there  is  a  marked  tendency  to  regard  as  due  to 
tlie  war  problems  which  are  not  really  due  to  the  war  at  all,  but 
which  exist  independently  of  the  war;  secondly,  there  is  inevitable 
inability  at  this  time  to  know  accurately  what  many  of  the  prob- 
lems which  the  war  has  really  caused  will  be. 

The  first  reason  accounts  for  a  large  amount  of  suggested  recon- 
struction legislation.  The  advocate  of  this  economic  doctrine  or 
of  that,  sees  in  the  experience  of  the  war  some  reason  for  the  adop- 
tion of  his  particular  theory,  and  he  straightway  urges  his  theory 
as  the  solution  of  one  of  the  problems  which  the  war  has  left  us, 
overlooking  entirely  the  fact  that  the  problem  was  with  us  before 
the  war  was  thought  of,  and  that  at  most  the  war  merely  em- 
phasized its  existence. 

One  noteworthy  instance  of  this  is  the  discussion  of  the  effect  of 
the  federal  anti-trust  laws  upon  business  and  the  question  whether 
these  laws  ought  to  be  modified  or  temporarily  suspended  or  even 
repealed  altogether.  This  has  been  recently  and  broadly  dis- 
cussed as  if  it  were  a  war  reconstruction  problem.  It  is  not.  It 
b  the  same  problem  of  competition  against  combination  which 
first  confronted  the  American  peoi)le  half  a  century  ago,  and  of 
which  our  solution  has  been  a  series  of  statutes  against  combina- 
tions and  monopolies,  the  underlying  principles  of  which  are 
certainly  sound  but  the  defect  of  which  is  their  uncertainty,  in 
that  a  decision  of  the  supreme  court  is  usually  necessary  before  it 
can  be  positively  known  whether  any  business  union  violates  the 
law  or  not. 

The  war  has  served  to  reopen  this  whole  question,  and  the 
soundness  of  our  solution  of  it.  In  the  first  place,  in  order  to 
mobihze  our  resources  upon  a  war  basis,  it  was  often  required  to 
pool  production  in  a  way  which  might  not  have  been  justifiable 
except  on  the  ground  of  military  necessity.  This  raised  anew  the 
question  of  whether  the  business  of  the  country  would  be  best 
subser\'ed  by  a  continuance  of  the  same  jK>licy  in  time  of  peace. 
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Then  the  war  showed  how  much  indtisliy  can  do,  througli  or- 
Kanizuliun  uiiil  uiuUmI  eflfort  |)ro|K*rly  nuperviied,  towartlji  t'liniiiiut- 
ing  extravagance,  waste  and  unnecessary  production,  and  how 
conunercial  and  iiuluNtriHl  fconomies  can  reduce  and  stabilise 
<  I  >*^»  «i  All  this  is  din*cUy  in  tlie  interesU  of  the  consumer,  and  yet, 
it  the  consent  of  the  government,  which  would  be  at  leaai 
dithcult  to  Mecure  in  time  of  peace,  induiitry  fears  to  unite  even  for 
sin  '   '        ficial  purposes  as  these. 

1  ;  i<lit  ion  i*ould  in  large  part  be  remedied  by  a  law  declaring 

that  combinations  for  tliese  purposes,  which  are  really  for  the 
consumers*  benefit,  when  approved  by  an  appropriate  govern- 
mental agency,  should  not  Ih*  held  to  Im*  in  unreasonable  restraint 
of  trad^, — in  other  words,  a  law  defining  the  particular  kinds  and 
purposes  of  combinations  which  are  reasonable  instead  of  lca\'ing 
this  question,  as  tiie  supreme  (^urt  has  done,  to  the  application  in 
every  case  of  the  "rule  of  reason**  as  determined  by  standards  of 
judgment  outside  the  law  itself. 

But  Uiis  whole  (|uestion,  prufoumlly  iniiMirtmnt  as  it  In.  v  i^  hot 
(Teated  by  the  war.  It  is  not  a  war  reconstruction  problem,  i  lie 
war  has  simply  emphasiztMl  its  e.xistenct*,  anil  the  |Mxssibility  of  an 
improvement  in  our  policy  towards  it.  In  this  sanu*  class  Ijelong 
numy  other  problenm  for  which  legislative  r«*me<li<*s  of  one  kind  or 
another  art*  now  suggested, — woman  suffnige.  mininmm  wage,  per- 
manent employment  agencies,  price  regulation,  federal  super\'ision 
over  capital  issu<»s,  federal  loans  to  private  enterpri.s*\  an<l  a  score 
of  others. 

In  Uie  main,  none  of  ihvM"  an*  true  war  reconstruction  probleuu. 
They  may  have  been  given  new  Hfe  and  emphasis  by  the  war;  but 
the  war  did  not  create  them,  and  they  sliould  not  Ik*  confused  with 
or  treated  as  questions  which  tlie  war  itself  has  brought  to  our 
door.  Passing  to  tliLs  latter  field,  it  is  rt*markable  how  very  few 
questions  are  embract*<i  witliin  it  which,  at  this  tinn*,  are  a4le<|uately 
and  dearly  defined  in  all  their  elements. 

One  of  these  is  tlie  disposition  to  be  nmde  of  tlie  railroads,  the 
steamships,  the  express  companies,  and  the  telegraph,  telephone 
and  cable  lines,  all  now  under  government  control.  This  control 
was  exerted  as  a  war  measure  solely.  What  to  do  with  it  may 
fairly  be  regarded  as  a  problem  left  on  oiu*  hands  by  the  war,  and 
yet  even  its  solution  can  hardly  be  divorced  from  questions  of 
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government  ownership  and  regulation,  which  have  long  been  with 
us,  and,  in  the  case  of  the  steamships,  from  questions  which  may 
arise  from  the  terms  of  final  peace. 

In  the  same  class  of  war  problems  falls  the  disposition  to  be  made 
of  the  war  risk  insurance  policies,  whether  they  shall  be  carried  by 
the  government  or  transferred  to  private  companies,  and,  in 
either  event,  under  what  conditions  as  to  reserve, — although  here, 
too,  the  solution  will  largely  involve  questions  of  gov<Tnn\ent  iu- 
suranoe  and  pensions  which  are  by  no  means  new. 

The  method  of  taxation,  whereby  we  will  arrange  for  the  pay- 
ment of  our  war  loans  for  which  sinking  funds  have  not  yet  been 
provided,  and  for  the  discharge  of  our  war  debts  and  obligations 
which  are  to  be  met  from  the  general  treasury,  is,  of  course,  an 
inheritance  of  the  war.  It  must  be  solved  with  scrupulous  regard 
for  the  ability  of  industry  to  pay,  and  without  undue  obstacles  to 
initiative  and  new  enterprise.  In  this  connection,  two  suggestions 
may  be  permitted  relative  to  the  pending  income  tax  bill, — ^the 
speedy  passage  of  which,  by  the  way,  is  imp)eratively  needed  for  the 
business  welfare  of  our  coimtry. 

First,  the  tax  u]>on  new  enterprises  must  not  be  so  liigh  as  to 
destroy  the  initiative  to  embark  up>on  them.  To  avoid  this,  a 
reserve  should  be  permitted  which  will  be  sufficient,  over  a  term  of 
years,  to  amortize  the  expenditures  necessary'  to  organize  and 
bring  new  enterprises  to  a  producing  basis.  The  second  sugges- 
tion is  vital  to  thousands  of  manufacturing  and  mercantile 
establishments  today.  In  computing  tlieir  income  for  the  purpose 
of  taxation,  these  establishments  must  take  into  account  not  only 
their  cash  receipts,  but  also  their  inventory  values,  and  the 
materials  which  make  up  the  inventory  must  be  taken  either  at 
cost  or  at  market  value,  whichever  is  lowest.  The  going  concern 
necessarily  invests  and  reinvests  a  large  amount  of  its  receipts  in 
the  materials  in  which  it  deals,  so  that  at  the  close  of  the  year  its 
profits  are  not  in  bank,  but  are  in  large  part  represented  in  its 
inventory,  at  either  the  cost  or  the  market  value  of  the  materials. 
If,  now,  the  goods  are  sold  for  as  much  as  they  or  the  raw  materials 
entering  into  them  are  carried  in  the  inventory,  then  this  profit 
is  realized,  but  if,  because  of  a  fall  in  prices,  the  goods  are  sold  for 
very  much  less  than  the  inventory  values,  then,  of  course,  the 
profit  is  simply  a  paper  profit,  and  never  realized  at  all. 
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The  clota  ol  the  year  wm  find  tiie  nnufaeliiMt  of  t^ 
csnying  iniDioiis  ol  doUmn  of  nirrchandite  aad  1^^ 
niArket  prices.  Theae  prices  were  ki^,  became  the  goods  wmm 
bought  during  a  period  of  rapid  advance  in  the  cost  and  vahie  of 
practically  all  raw  iwateriaU  and  of  finished  products  as  well. 
They  will  go  into  the  year's  profits  at  these  high  figures.  But  the 
goods  are  still  on  hand,  and  the  manufacturers  are  now  confronted 
with  a  period  in  which  there  will  be  a  decreasing  vahie  for  these 
same  goods.  Prices  are  certain  to  fall,  and  the  goods  will  not  be 
salable  for  anything  like  the  inventory  values,  and  yet  the  inven- 
tory  value  is  the  basis  upon  which  this  year's  profits  must  be 
(t>mputed. 

The  manufacturers  of  the  country  should  not  be  required  to  pay 
taxes  on  profits  which  are  paper  profits,  which  never  have  been 
and  never  will  be  realized.  Thousands  of  them  could  not  do  so 
without  serious  business  hardship  or  ruin.  To  remedy  this 
obvious  and  really  disastrous  injustice,  a  provision  should  be  added 
to  the  pending  income  tax  bill  which  will  permit  the  manufacturer 
to  deduct  from  his  gross  income  a  reserve  .sufficient  to  meet  the 
probable  fall  in  prices  of  the  materials  which  are  carried  in  his 
inventory  at  cost.  When  the  goods  are  actually  sold,  the  profit 
actually  realized  will  be  charged  against  this  reser>'e,  and  the  tax 
will  l)e  paid  upon  it.  In  this  way,  the  government  would  receive 
taxes  upon  the  profit  actually  realized,  which  b  all  it  is  entitled  to, 
and  the  manufacturer  would  be  reheved  from  paying  on  bookkeep- 
ing profita,  never  realised  in  fact. 

llie  government-controlled  utilities,  the  war  risk  insurance  and 
taxation  have  been  referred  to  as  problems  to  which  the  war  really 
gave  rise.  What  else  is  there  due  to  the  war?  Many  possible 
questions  may  be  conjectured  and  many  of  them  may  materialiae. 
But  what  else  is  there  which  at  this  time  has  crsrstallised  into  a 
problem  of  sufficient  definiteness  to  show  the  need  for  legislative 
solutaon,  and  which  may  not  change  or  even  disappear  ateogetlMr 
by  devdopments  in  this  country  or  by  actions  at  the  peace  tmVkf 

It  was  at  first  thought  that  legidation  must  be  had  to  meet  in 
some  way  the  conditions  resulting  from  the  canoeBation  of  millions 
of  dollars  of  war  contracts.  What  was  to  become  of  the  vast 
stores  of  raw  materials  bought  for  these  contracts  and  now  released? 
And  the  manufacturers  who  had  borrowed  against  these  coo- 
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tracts, — were  they  to  be  called  by  the  banks  and  become  bankrupt 
because  they  could  not  pay?  And  what  of  tlie  laborers  whom 
these  cancellations  would  tiirow  out  of  employment, — must  not 
some  provision  be  made  for  getting  them  work  elsewhere? 

Some  legislation  in  this  field  has,  indinnl,  Ixvn  found  necessary. 
Protection  must  be  given  to  manufacturers  who  began  work  upon 
government  orders  without  waiting  for  formal  contracts,  so  that 
the  orders  might  be  filled  without  delay,  and  who  now  find  these 
orders  cancelled,  and  have  no  contract  under  which  they  can  re- 
ceive their  just  compensation.  But  this  is  only  a  comparatively 
small  phase  of  what  many  believed  was  a  tremendous  problem 
confronting  us. 

As  a  matter  of  fact,  these  cancellations  are  being  made  under 
careful  supervision,  without  undue  abruptness,  and  with  proper 
regard  to  the  industries  and  to  the  labor  involved,  and  to  just 
compensation;  because  of  this,  and  because,  also,  of  the  facility  of 
adjustment  which  marks  American  business,  the  whole  problem 
which  a  month  ago  loomed  so  large  is  rapidly  working  itself  out. 

It  is  the  same  with  countless  other  questions  for  which  legislative 
remedies  are  now  suggested, — what  to  do  with  our  returning 
soldiers  and  sailors  and  with  our  women  workers,  with  the  surplus 
of  supplies  which  peace  leaves  on  the  government's  hands,  with  our 
war  plants  which  must  now  be  converted  into  peace  plants;  the 
development  of  new  and  of  foreign  markets;  the  control  of  indus- 
trial prices  to  prevent  ruinous  competition;  and  a  himdred  and  one 
other  questions  which,  we  are  told,  can  only  be  solved  through 
some  form  of  government  paternalism. 

Perhaps  the  future  may  show  that  legislation  will  be  helpful  to 
some  of  these  conditions;  but  in  the  meanwhile  let  us  not  forget 
that  the  soldiers  and  sailors  who  had  the  initiative  and  the  industry 
to  learn  the  arts  of  war,  and  the  courage  to  face  and  suffer  death 
for  the  victory  they  have  won,  will  be  able  to  apply  themselves 
with  equal  initiative  and  industry  and  courage  to  the  arts  of  peace, 
which,  less  than  two  years  ago,  were  all  that  most  of  them  ever 
knew.  The  women  of  America  can  take  up  their  duties  of  peace 
without  legislative  assistance,  just  as  they  needed  no  legislation  to 
take  up  tlieir  duties  of  war.  The  govermnent  can  be  trusted  to 
dispose  of  its  supplies  wisely,  and  without  competition  with 
private  interests.     American  industry  and  business  initiative  will 
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of  thi'iiiM'lveM  Holvr  problmut  of  plant  convf*ncioiiJi.  new  markets, 
and  price  Htahilisuition  whiU*  piit4*rnuliNni  in  Htill  evolving  plana  to 
helpthciin. 

So  we  will  finil  tJiat  problem^  wliieli  many  now  think  may  ie> 
quire  legislation  will  not  n^quirt*  lt*giiilation  at  all.  The>'  will  solve 
tlieauielves.  l^et  um  wait  to  net*  if  thin  is  not  so,  or  at  Irast  wait 
until  the  problems  th<*iiiselveii  an*  clearly  defined,  before  advancing 
legislative  cures  for  ills  which  may  never  need  Ibem.  For  tlie 
rest,  we  nuist  await  the  outcome  of  the  Peace  Conference  al 
VersailU^.  From  that  may  develop  post-war  industrial  problems 
that  art*  both  rt^il  and  serious.  Changes  in  the  map  of  Europe, 
iron  ore,  cop|M*r  or  otlier  deposits  or  coal  mines  transferred  from 
one  nation  to  another,  obligations  assumed  by  us  to  transpoK  and 
supply  food  and  raw  materials  to  Kurope,  lost  or  acquired  colonies, 
tariff  regulations  of  other  ronntrii^,  intmiationat  |MM>ling  of  raw 
materials,  these  and  a  hundred  oUht  |)ossibilities  may  change  the 
industrial  balanct\sof  the  world  which  has  gone,  and  break  down  okl 
economic  advantages  and  barriers  and  erect  others  for  the  world 
which  is  to  be. 

These  possibilities  we  can  now  see  only  in  their  outline.  We  can 
see  them  plainly  enough,  it- is  true,  to  know  that  allied  with  the 
international  and  iM>litical  problems  of  the  Peace  Conference,  or 
incidental  to  them,  tiicre  may  he  questions  vital  to  the  economic 
and  industrial  welfare  of  our  own  countr>',  tlie  solution  of  which 
may  bring  us  or  deny  us  tlie  markets  of  the  world. 

But  these  questions  have  not  taken  definite  form  as  >*et,  and  so 
we  cannot  now  shajie  the  i>olicies  which  should  Ik»  ours.  We  CUI« 
however,  rejoice  in  the  confidence  that  the  best  business  brains  of 
the  country, — the  brains  of  men  whost*  hands  have  lieen  upon  the 
pulse  of  our  industrial  and  economic  life,  and  who  know  the 
international  movt^s  which  nuiy  check  it  as  well  as  tiiose  which  will 
inspire  it  with  renewed  vitality, — will  be  in  our  country's  aerviee 
at  the  Peace  Conference,  watchful  of  our  industrial  situation,  and 
suggestive  as  to  its  needs. 

Thus  out  of  it  all  may  come  not  only  a  peace  which  is  lasting, 
but  also  that  which  is  «*HM*ntial  to  our  welfare  and  future  growth, — 
an  economic  and  industrial  progress  proportioned  to  our  natural 
rcaomtes  and  advantages  and  to  our  national  initiative  and  due. 


The  Outlook  for  America's  Industrial  Future 
By  W.  L.  Saunders 

Ingersoll-Rand  Company,  New  York  City 

WHEN  we  think  of  William  Perm  we  always  think  of  Phila- 
delphia. But  just  now,  as  one  reviews  events  during  the 
past  four  years,  as  we  look  forward  to  a  future  in  which  we 
draw  the  picture  of  a  better  world,  there  comes  to  us  another 
and  a  broader  significance  in  the  life  of  Penn.  This  man,  some 
two  hundred  and  fifty  years  ago,  stood  for  the  very  principles  for 
which  America  has  fought  a  world  war — liberty,  justice,  fair  play 
— "the  reign  of  law,  based  upon  the  consent  of  the  governed/* 
In  an  age  when  a  popular  revolution  had  almost  destroyed  popular 
liberty;  when  such  philosophers  and  leaders  of  thought  as  Locke 
preached  that  government  should  rest  upon  property;  when  all 
history  and  all  experience  decried  the  sovereignty  of  tlie  people, 
William  Penn  boldly  asserted  man's  capacity  for  self-government: 
his  vision  was  one  of  human  liberty  and  he  went  so  far  as  to  es- 
tablish a  colony  founded  upon  liberty.  Penn  was  noted  for  his 
success  with  the  Indians, — and  why?  Is  it  not  because  of  his 
sense  of  fair  play,  his  recognition  of  the  rights  of  others?  He 
built  up  a  good  will,  based  upon  justice, — in  fact,  his  whole  life 
teaches  that  it  pays  to  follow  the  very  antithesis  of  the  Teutonic 
policy.  His  writings  are  full  of  hope  for  permanent  peace,  some- 
thing about  which  we  are  talking  very  seriously  just  now.  I  rather 
think  that  this  was  the  controlling  influence  that  has  led  the  Presi- 
dent of  the  United  States  to  go  to  the  peace  table.  It  is  said  that 
after  Penn  had  concluded  his  famous  treaty  he  solemnly  laid  the 
parchment  on  the  ground  in  token  that  the  soil  was  common  to  all 
people.  Here  we  have  the  first  suggestion  looking  to  the  freedom 
of  the  seas. 

During  the  war  we  were  frequently  asked  the  question, — What 
is  going  to  happen  after  the  war?  The  question  was  a  very  diffi- 
cult one  to  answer,  because  no  one  could  tell  when  or  how  the  war 
would  end.  The  story  is  told  of  Marshal  Joffre,  that  as  he  was 
getting  into  his  automobile  during  his  visit  to  this  country  an 
American  said,  "Oh,  Mr.  Joffre,  just  one  more  question,  please. 
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When  do  you  think  thmt  the  war  will  end  ?  "  Turning  to  hit  chiuif- 
feur  Joffre  said,  **Tcll  Uub  gentleuuui  when  Uic  war  will  end." 

Early  in  1915  I  aat  at  a  lunoheoo  next  to  the  chairman  ol  the 
United  States  Steel  Corporation.  He  told  me  thai  the  war  must 
and  will  stop  within  a  year,  "For/*  said  he,  **it  u  beyond  the 
power  of  human  endurance  to  keep  up  such  a  pace.'*  Aboot 
thirty  days  before  the  armistice  was  signed  the  president  of  the 
United  States  Steel  Corporation  told  me  that  fighting  would  not 
stop  till  December  1910. 

For  several  months  after  the  war  began  tbete  was  scarcely  a 
prominent  authority  in  America  who  did  not  predict  hard  times 
for  us;  our  industries  and  mines  were  working  part  time  only,  our 
finances  were  disturbed.  In  May  1915,  no  less  an  authority  than 
Victor  Morawets,  writing  in  the  New  York  Tirnss,  said:  **It 
seems  unlikely  that  there  will  be  a  general  revival  of  enterprise  or 
expansion  of  business  in  the  United  States  or  a  healtliy  or  lasting 
increase  of  security  values  during  the  continuanoe  of  the  war,^ 
Yet  shortly  following  this  prophesy  there  came  to  us  the  greatest 
period  of  prosperity  in  our  history. 

Strong  Financial  Condition  or  America 

I  am  giving  from  the  records  of  the  past  some  thoughts  that 
may  pave  the  way  for  my  own  plunge  into  the  future.  Let  us 
first  think  of  the  present.  Surely  America  was  never  before  in 
better  condition  to  stand  hard  knocks.  Our  condition  is  like 
that  of  the  trained  athlete,  prepared  for  the  combat.  We  are  a 
creditor  nation  now  and  a  very  large  creditor  nation  too.  Europe 
owes  us  about  eight  billions  in  bonded  debt  alone.  Our  banks 
have  one-third  of  all  the  gold  in  the  world,  yet  (and  this  is  an 
element  of  strength  for  us  as  well)  the  banks  of  Europe  have  more 
gold  in  their  vaults  than  they  had  when  the  war  began.  Our 
fedcnl  reserve  system  has  been  established.  It  provides  a  pubKc 
reservoir  in  which  reserves  are  held  for  use  and  ooncentratiQa  at 
points  where  they  are  most  needed;  by  its  pri\'ileges  of  redisoooBft 
money  is  kept  liqiud;  through  federal  reserve  notes  credit  is  made 
elastic.  The  strength  of  this  system  is  such  that  we  might  now 
without  danger  export  much  of  our  gold  to  enable  other  nations 
to  maintain  stable  conditions  of  exchange. 

At  the  dose  of  our  Civil  War  we  had  a  bonded  debt  of  three  and 
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one-half  hillions.  When  peace  is  made  we  are  likely  to  have  a 
debt  of  twenty-five  billions,  eight  or  ten  of  which  will  be  in  the 
8ha]M>  of  foreign  loans,  (^omparing  our  increased  wealth,  our 
population  and  our  development  in  financial  and  industrial 
resourct^s,  it  is  appartmt  that  we  are  in  a  stronger  {)osition  now 
than  we  were  after  the  Civil  War.  Everj^one  ex|H»cted  a  collapse 
in  industry'  then;  inflation  was  high  lHM*ause  of  the  issue  of  green- 
backs, yet  no  msis  caine.  Business  activity  continued  till  187.S. 
A  million  soldiers  were  demobilized  then  and  the  industries 
absorbed  them  without  shock.  We  shall  dissolve  an  army  now 
three  or  four  times  as  large,  but  the  country  has  grown  in  far 
greater  pro]>ortions.  It  is  interesting  to  note  that  wholesale 
prices  fell  .some  SO  |>er  cent  at  the  clo.se  of  the  Civil  War.  Though 
conditions  now  are  not  identical,  yet  there  is  every  reason  to 
expect  a  fall  in  prices  of  staple  commodities  in  the  near  future. 
Food  and  fuel  are  likely  to  be  exce]>tions  because  of  the  needs  of 
Europe. 

There  is  much  fallacious  teaching  al>out  the  material  loss  in- 
curred by  war's  destruction.  In  i>eace  times  nations  increase  in 
wealth  in  proportion  to  the  productivity  of  the  farms,  the  mines 
and  the  industries.  In  war  time  that  which  is  produced  and 
destroyed,  as  for  instance  munitions,  must  be  subtracted  from 
the  annual  increase  of  wealth.  Some  of  the  belligerents,  such  as 
Prance  and  Belgium,  have  probably  gone  backward,  have  grown 
poorer  in  material  things  because  of  actual  destruction  of  property, 
but  England  has  probably  had  only  a  diminished  rate  of  increase 
of  wealth  because  of  the  war;  or,  in  other  words,  the  normal  in- 
crease has  been  somewhat  retarded  because  much  that  has  been 
produced  has  been  destroyed.  This,  if  true  at  all  in  the  case  of 
the  Unitetl  States,  is  true  to  a  lesser  degree,  because  of  our  late 
entrance  into  the  war  and  the  lesser  proportion  of  goods  destroyed. 
Except  for  the  increased  burden  of  taxation  and  conditions 
brought  about  by  credit  inflation,  the  ending  of  the  war  ends  the 
burden  of  the  war;  the  cost  has  been  paid  during  the  war. 

We  have  witnessed  the  destruction  of  the  prophetic  but  falla- 
cious idea  so  generally  held,  that  a  world  war  must  of  necessity  be  a 
short  one  because  of  the  great  cost.  We  know  that  this  war  did 
not  end  because  of  lack  of  money.  The  money  used  did  not  come 
from  a  storage  fund  already  on  hand,  but  chiefly  from  goods  pro- 
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(IucimI  (lally  whiU-  Uu*  war  \\;i.^  i^imig  on.  Our  r*'<ourecj  wttt 
mainly  rinployrd  to  build  Uiingn  tliat  wirr  promptly  df«troyed, 
benoa  while  then*  was  a  great  waste  of  enefg>'  and  a  loM  of  poten- 
tial capacity  to  add  to  our  capital,  yet  we  are  no  worse  off  now  so 
long  as  we  retain  our  capacity  to  »till  prwhire  u.s<'fii1  goods.  That 
capacity  we  have  to  an  even  larger  degpp«»  than  U-fon*  the  war. 

It  is  plain  Uiat  had  America  not  entered  the  war  we  should  have 
been  industrially  and  financially  richer.  Whether  we  are  richer 
because  of  tlie  war  tiian  we  should  have  be(*n  following  our  normal 
progress,  it  is  impossible  now  to  determine.  We  do  know,  how- 
ever, that  our  industries  have  been  enlarged  on  an  unprecedented 
scale.  Much  of  this  took  place  hefort»  America  entered  the  war 
and  at  a  time  when  profits  were  high,  so  tliat  a  good  deal  of  the 
plant  increase  has  been  written  off.  The  tools  and  equipment 
purchased  for  war  purposes  are  mostly  standard  and  with  some 
exceptions  they  may  be  used  for  general  industrial  purposes.  The 
steel  industry  in  particular  has  a  large  capacity  in  works  and  equip- 
ment.    Much  steel  will  be  required  throughout  the  world. 

A  Better  Labor  Situation 

As  to  lal)or,  tiie  situation  Is  better  than  ever  before  because  of  a 
better  understanding  between  employer  and  employe.  We  shall 
hear  of  strikes  and  nmiors  of  strikes.  They  are  likely  to  come, 
first  through  the  process  of  readjustment,  which  has  already  begun 
in  cutting  off  overtime.  During  the  war,  and  |>artly  because  of 
conditions  brought  about  by  tlie  war,  industrial  work  generally 
has  been  put  on  an  eight-hour  basis.  That  is,  the  rate  of  wages 
has  l>een  so  much  i>er  hour  for  eight  hours*  work.  During  the 
pressure  for  output,  works  have  been  run  ten  hours  and  more  and 
labor  has  been  |mid  extra  time  for  this  extra  service.  This  means 
of  course,  that  the  income  wliich  labor  has  received  has  not  only 
been  an  inereased  rate  per  hour  but  a  still  further  increase  in  net 
earnings  due  to  overtime. 

As  soon  as  the  armistice  was  signed  overtime  was  cut  off,  which 
means  about  €5  per  cent  nnluction  in  the  income  which  many 
workers  had  been  receiving.  This  income  was,  of  course,  strictly 
speaking,  a  war  income.  I^ilH>r  was  pushe<l  to  do  more  work  in 
many  cases  than  conditions  of  human  safety  and  comfort  should 
warrant    If  we  are  to  agree  that  there  b  a  period  of  fatigue,  whidi 
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comes  say  after  eight  hours  of  labor,  then  it  is  not  only  inliunmn 
but  it  is  uneconomic  to  work  beyond  eight  hours.  Mr.  Vanderlip, 
in  a  recent  address,  said  that  his  plumber  told  him  that  he  had 
l>een  making  $400  a  month  during  the  war  doing  war  labor;  that 
this  had  been  stopped  and  that  he  now  expected  the  government 
to  see  to  it  that  he  should  still  make  $400  p>er  month.  Of  course 
such  an  argument  is  fallacious  and  unreasonable — just  as  unrea- 
sonable as  smular  claims  if  made  by  employers  that  they  built 
and  equipped  tlieir  works  at  the  request  of  the  government  for 
war  service  and  that  now  that  the  war  is  over  they  expect  the 
government  to  keep  their  works  going. 

We  have  already  heard  of  the  just  decision  of  the  United  States 
Steel  Corporation  to  make  no  reduction  now  in  labor  prices,  but 
to  make  a  moderate  reduction  in  the  price  of  steel.  Manufac- 
turers have  been  making  from  10  to  50  per  cent  profit.  They  can 
well  afford  to  lop  off  some  of  this  in  the  future  and  to  do  it  without 
calling  upon  labor  to  share  in  the  reduction.  After  substantial 
reductions  have  been  made  in  ])rofits,  because  the  war  is  over  and 
prices  should  fall,  it  is  not  unreasonable  to  suppose  that  labor  will 
then  be  willing  to  do  its  part  in  meeting  the  situation. 

It  b  a  common  error  to  suppose  that  low  cost  of  labor  means  low 
oost  of  product.  What  is  needed,  and  what  we  have  to  a  large 
extent  now,  is  effective  labor — labor  that  produces  in  proportion 
to  what  it  is  paid.  That  effectiveness  is  so  great  that  it  has  been 
estimated  to  be  two  or  three  times  superior  to  the  labor  of  Europe. 
The  ending  of  the  war  and  the  bringing  about  of  a  surplus  of  labor, 
through  the  release  of  men  from  the  army,  through  the  cutting  off 
of  incompetent  workers  to  give  place  to  better  ones,  and  througli 
a  relief  of  the  pressure  to  produce  a  large  output,  are  likely  to  in- 
crease the  efficiency  of  labor  per  unit  of  product.  This  means  that 
manufacturers  can  afford  to  make  some  reduction  in  prices  to 
meet  conditions,  especially  if  there  is  to  be,  as  is  likely,  a  reduction 
in  the  cost  of  raw  materials. 

But  the  most  wholesome  and  promising  outlook  of  all  is  that 
capital  has  taken  a  new  view  of  the  labor  situation.  Instead  of 
the  old  idea  of  master  and  slave,  followed  by  that  of  owner  and 
servant,  we  are  now  entering  a  period  of  brotherhood  in  industry. 
The  employer  is  now  striving  to  look  at  things  from  labor's  point 
of  view.    He  realizes  that  those  who  spend  one-third  of  their  Uves 
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or  more  on  th«  floor  of  hin  worlui  should  remlly  have  tomething  to 
say  about  the  conditions  that  «>xist  there.  We  have  teen  of  late 
the  encouraging  spectacle  wh<Te  employer!  ol  labor,  through 
organinttions  and  through  boards  of  trade  and  chambers  of  com- 
merce, have  adopUni  resolutions  of  a  conciliatory  nature  toward 
the  workers.  The  most  striking  instance  of  this  is  a  recent  report 
of  the  Coininittet*  on  Industrial  Relations  of  that  old  Bourboo 
organisation,  the  New  York  Chamber  of  Commerce.  Thb  com- 
mittoe  reported,  and  the  chamber  unanimously  adopted  tlie  state- 
ments that  the  chainhor  wishes  to  go  on  record  as  favoring  dose 
association  of  wage-earners,  managers  and  capitalists  in  all  brfe 
industrial  establishments,  the  formation  of  representative  com- 
mittees for  adjustment  of  disputes,  and  as  advising  that  wage- 
earners,  managers  and  capitalists  be  brought  into  direct  contact 
with  eadi  other  in  solving  labor  problems. 

If  we  agree  that  our  industries  are  keyed  up  for  service,  that 
they  are  in  condition  to  produce  on  a  large  scale,  the  question 
naturally  arises, — who  is  going  to  buy  the  goods?  It  will  not  do 
to  purchase  only  for  stock.  We  must  look  for  markets.  Where 
are  they  and  how  are  we  to  secure  them? 

In  the  first  place,  the  war  has  produced  a  vacuum  in  the  stocks 
of  the  world.  So  much  of  the  product  of  industry  has  been  turned 
to  things  that  have  been  destroyed  that  little  attention  has  been 
paid  to  producing  and  enlarging  normal  stocks  of  goods.  Further- 
more, there  has  been  little  activity  in  building  operations,  new 
construction,  repair  work,  etc.  Economists  tell  us  that  in  times 
of  peace  the  stocks  of  the  world,  such  as  steel,  coal,  oil,  dry  goods, 
boots  and  shoes,  etc.,  are  about  equal  to  one  year*s  supply.  In 
other  words,  if  production  should  stop,  there  would  be  enough  oo 
hand  to  supply  the  needs  of  the  world  for  a  year.  If  this  is  true, 
and  of  course  it  is  only  partly  true,  there  is  much  work  ahead  of 
us  in  simply  putting  our  house  in  order. 

But  the  vision  which  the  ending  of  the  war  presents  to  America 
is  a  broad  and  alluring  one.  There  are  not  many  great  industrial 
nations  in  the  world.  America  is  one  of  the  largest.  The  others, 
England,  Germany,  and  to  a  lesser  degree  France  and  Italy,  are 
dther  incapacitated  or  handicapped.  America  is  free  from 
damage  to  either  her  finances  or  her  industries.  America,  through 
her  entrance  in  the  war,  changed  the  sentiment  of  the  worid  to- 
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ward  Uie  war  from  one  of  conquest  and  territorial  acquisition  to 
tiiat  of  ser\'icH\  of  justice  and  fair  dealing.  We  went  in  to  serve 
humanity,  to  see  that  tlie  individual,  its  well  as  the  nation,  got  its 
rights,  not  alone  in  its  own  country  but  tlu*oughout  the  world.  This 
has  established  good  will, — a  thing  which  every  business  man  knows 
is  worth  as  much  and  even  more  tlian  property.  I  have  known  of 
large  concerns  in  business  that  liave  gradually  gone  down  hill — 
some  of  them  to  bankruptcy — because  they  lost  their  good  will. 
Good  will  is  something  which  is  not  easily  attained.  It  is  seldom 
acquired  except  tlirough  a  large  period  of  service.  Here  we  have  a 
situation  brought  about  by  the  war  in  which  America's  good  will 
has  been  established,  as  it  were,  over  night.  We  have  seen  this 
in  many  ways.  Our  men  in  arms  are  received  with  cheers  every- 
wh^e,  even  in  Germany;  our  IVesident  has  been  called  the  George 
Washington  of  the  Czecko-Slovaks.  All  this  means  that  the 
avenues  of  trade  are  open  to  us.  How  do  we  propose  to  take 
advantage  of  such  a  situation? 

Let  us  be  careful  that  we  do  nothing  to  mar  this  feeling  of 
friendship  and  esteem,  let  us  see  to  it  that  in  trading  with  the 
world  we  seek  to  sell  first  what  our  customers  need  and  want  most 
and  not  what  would  bring  us  the  largest  margin  of  profit.  This  is 
a  new  spirit  in  trade.  No  nation  of  the  world  has  ever  followed  it. 
The  greatest  industrial  nation — England — with  all  her  liberality, 
with  all  her  civilization,  and  with  all  her  power,  has  pushed 
British  trade  throughout  the  world  with  a  spirit  of  profit  and  with 
little  recognition  of  tlie  higher  virtues  of  consideration  and  co- 
operation with  others.  Germany,  differing  radically  from  Eng- 
land, has  pushed  trade  by  dishonest  practices.  Her  course  has 
been  that  of  the  brute.  The  money  of  the  state  has  been  used  and 
the  people  of  the  state  have  paid  for  it,  to  push  her  products 
against  all  economic  conditions,  regardless  of  cost,  for  the  purpose 
of  making  money  through  her  banks  and  establishing  business  for 
her  industries. 

Trade  Dependent  Upon  Large  Banking  Connections 

It  is  a  new  idea,  I  say,  but  a  very  practical  and  paying  idea,  that 
America  should  seek  to  trade*  with  the  world  in  the  spirit  of  serv- 
ice. We  have  seen  how  unpopular  Great  Britain  has  become 
because  of  her  aggressive  methods  of  trade.     We  have  seen  the 
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destruction  of  Germany  became  the  did  not  |>hiy  fair.     We  hnvt* 
the  field  o|)en  Mort*  us.     We  ihall  >oon  have*  a  merchant  miu  <i.* 
•u£Bcient  to  trade  witli  the  world.    W<*  know  that  the  building  up 
of  our  own  natural  •  vm  during  the  pant  fifty  yearn  luu  been 

the  meant  Uiroiul  Xmerica  ha«  grown  rich.    Our  time, 

energies  and  m  i  so  occupied  at  home  that  we  have 

given  little  attention  to  foreign  business.  Now  is  our  opportunit>'. 
South  America  alone  in  larger  than  the  United  States,  is  mon*  un- 
developed than  we  were  fifty  years  ago.  France*  Belgium,  Hum- 
sia,  have  suffered  to  the  extent  of  billionn  of  dollars.  We  have  an 
opportunity  to  restore  them.  \VV  huve  a  further  opportunity  to 
improve  their  harbors,  to  develop  tlieir  natural  raouroes,  and  to 
do  exactly  what  we  have  already  had  experience  with  at  home. 
To  do  this  well  calls  for  all  tliat  is  best  within  us,  morally  and  in- 
tellectually. To  do  it  tlioroughly  means  banking  connections  on 
a  large  sode.  It  means  tlial  we  must  go  personally  to  foreign 
countries  and  get  personal  contact  with  the  people  there.  We 
cannot  expect  to  be  paid  in  gold,  because  most  of  it  is  in  America. 
We  cannot  expect  to  be  fully  paid  in  return  goods,  because  the 
volume  of  trade  should  be  largely  one  of  export. 

There  is  only  one  other  way  left  for  us  and  that  is  to  seek  and 
cultivate  credit  abroad  through  investment  in  foreign  securities. 
In  other  words,  we  must  build  ^ith  the  credit  of  the  people  whom 
we  are  serving  and  ^nth  our  own  money  invested  in  their  indus- 
tries. This  is  not  so  difficult  as  it  appears.  When  the  war  began 
only  some  thret*  hundrod  thousand  Americans  were  bondholders. 
Today  the  nuiiilH*r  has  reached  twenty  million.  The  Amt*riean 
people  have  been  educated  to  buy  bonds  and  securities.  We  must 
e<hicate  them  still  further  by  showing  them  that  it  is  clearly  in 
their  own  interest  that  America  should  do  a  world  business. 

President  Wilson  said  to  me  but  a  short  time  ago, — ^**I  am  not 
so  much  concerned  as  to  whether  we  shall  have  good  business  after 
the  war.  The  Uiing  tliat  concerns  me  most  is  whether  or  not  the 
American  people  will  l>e  able  to  stiind  that  ^eat  prosfierity  which 
is  in  store  for  them." 


Some  Thoughts  on  Our  Shipping  Policy 

By  Hon.  Bainbridge  Colby 
Member  United  States  Shipping  Board 

nnHE  question  of  the  nation's  policy  witJi  regard  to  sliipping  is 
-^  not  for  the  Shipping  Board  to  decide.  The  Board  may 
make  recommendations.  It  may  state  opinions,  deduced  from  its 
studies  or  from  its  experience.  But  the  formulation  of  a  policy 
pests  with  Congress,  and  it  is  for  Congress  to  sa  whether  the 
large  and  growing  merchant  fleet  shall  be  operated  y  the  govern- 
ment or  by  individuals  as  agents  or  lessees  of  the  f  vemment,  or 
as  purchasers  from  the  government.  The  Board  is  a  branch  of 
the  executive  p>ower,  and  under  the  directions  of  a  statute  passed 
by  Congress  has  called  into  being  a  strictly  emergency  fleet.  The 
total  number  of  vessels  constructed,  equipp)ed  and  put  into  serv- 
ice under  the  Board's  direction  from  August  1, 1917,  until  Novem- 
ber ^,  1918,  was  519  vessels,  of  a  total  tonnage  of  2,867,000. 
The  additional  vessels  which  have  since  been  delivered  into  serv- 
ice will  bring  the  total  of  new  constniction  up  to  approximately 
3,800,000  tons  by  January  1,  1919. 

The  Success  of  American  Shipbuilding 

The  grim  necessities  under  which  this  task  was  undertaken  have 
been  met  The  effort  of  the  enemy,  with  its  indiscriminate  pro- 
gram of  sinking  merchant  vessels,  has  come  to  naught.  Its  effort 
to  paralyze  communication  between  the  Allied  nations  failed. 
This  failure  has  been  largely  the  result  of  America's  great  con- 
tribution to  the  world's  successful  effort  to  construct  and  restore 
tonnage  faster  than  it  could  be  destroyed. 

A  fair  appraisal  of  this  success  can  be  made  only  if  the  fact  is 
kept  in  mind  that  shipbuilding  and  ship  management  had  be- 
come almost  an  alien  industry  to  our  people.  So  blind  and  ill- 
informed  had  been  the  course  of  legislation  in  this  country  for 
sixty  years  that  America's  proportion  of  her  own  foreign  com- 
merce, carried  in  her  own  ships,  fell  from  a  percentage  in  excess  of 
90  to  8|  per  cent  shortly  prior  to  the  outbreak  of  the  European 
war.    When  the  great  crisis  overtook  us,  we  were  confronted  by 
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the  necessity  of  creating,  on  an  unpreoedented  icale»  a  new  indua- 
try.  >Vc  built  tlie  best  ahipa  we  could,  in  aiae  and  type,  with  the 
ever-present  duty  before  us  of  making  everything  subacrvient  to 
quantity  and  speed  in  production. 

The  armistice  found  the  sliipyards  of  this  country  rapidly  grow- 
ing ill  efficiency  and  in  the  rate  of  output  We  were  making  ship- 
builders as  well  as  ships.  We  were  approaching  the  peak  of 
production.  And  now,  wiUi  the  passage  of  the  great  cmaqpencgr, 
we  are  in  a  position  to  lake  au  inventory  of  what  has  been  dooe^ 
and  to  review  and  in  some  respects  recast  our  program  to  meet 
Uic  criteria  of  sound  business  and  of  competitive  operation,  ia- 
iitead  of  considering  solely  the  emergency  and  Uie  stem  but  simpk 
measures  necessary  to  cope  with  it 

Our  ships  are  of  good  design,  the  greater  number  of  them  of 
sufficient  carrying  capacity  and  speed  to  make  them  highly  effi- 
cient instruments  of  commerce.  It  is  true,  however,  that  we  btLVt 
built  a  considerable  number  of  ships  of  reUtively  small  carrying 
capacity,  whose  utility  in  coinmert5e  is  qualified  by  that  hurt 
These  smaller  vessels  can  be  used  advantageously  only  in  coastal 
or  insular  trades  where  their  carrying  capacity  will  not  be  greatly 
reduced  by  fuel  carrying  necessities.  In  addition  to  the  ships  com- 
pleted, upwards  of  12,000,000  tons  of  shipping  are  either  oo  the 
ways,  far  advanced  toward  completion,  or  under  contracts  which 
cannot  be  cancelled  except  at  a  great  sacrifice  of  values.  What 
shall  be  done  with  this  fleet?  Although  it  is  authorised  as  an  emer- 
gency fleet  it  is  a  merchant  fleet  none  the  less,  of  important  extent 
at  present  and  of  very  much  greater  dimensions  in  prospect 

I  have  a  personal  opinion  on  the  subject  It  is  the  reflectioo  of 
opinions  entertained  by  many  men  who  have  given  their  Hves  to 
the  study  of  shipping  problems,  and  who  have  achieved  large 
suooess  in  shipping  operation.  I  do  not  howevo*,  offer  it  as  an 
official  expression,  but  it  is  high  time  that  sober  thought  is  di- 
lected  to  the  subject  and  what  I  say  may  aid  in  crystallising  a 
sound  public  opinion. 

Shall  We  Hats  GomucMENT  Opbbation'? 

My  personal  view  is  against  government  operation  of  our  mer- 
chant fleet  The  business  of  ship  management  the  expert  grasp 
of  domestic  and  overseas  market  conditions,  the  shrewd  sense  of 
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trade,  presuppose  personal  initiative  and  require  individual  enter- 
prise. A  public  administrative  body  could  hardly  meet  such 
requirements  on  a  small  scale,  much  less  on  the  imprecedented 
scale  that  oi)eration  would  assume  if  applied  to  our  large  and 
growing  national  marine. 

It  has  been  suggested  that  the  government  operate  its  mer- 
chant marine  for  a  limited  period,  availing  itself  of  the  high 
freights  which  the  war  has  established  and  which  will  not  in- 
stantly decline  to  normal  levels  now  that  active  military  opera- 
tions have  ceased.  The  theory  underlying  this  suggestion  is  that 
the  government  can  in  that  way  amortize  the  excessive  war  costs 
of  construction  and  reduce  the  value  of  its  fleet  to  a  point  within 
the  resources  of  prospective  purchasers,  and  to  a  level  more 
nearly  approaching  post-war  commercial  costs  than  the  high  book 
cost  which  our  ships  represent  at  the  moment.  This  proposal  has 
logic  and  some  measure  of  attraction.  But  I  incline  to  the  opinion 
that  a  failure  to  achieve  the  larger  commercial  objectives  through 
such  an  extension  of  the  period  of  government  operation  would 
more  than  counterbalance,  by  its  indirect  losses,  the  immediate 
gains  through  government  operation.  The  management  of  a 
ship,  the  selection  of  cargo,  the  hunt  for  markets,  the  study  of 
customers*  wants,  the  nice  calculation  of  loss  and  gain,  the  intri- 
cate problems  of  routing,  with  the  delicate  interrelation  of  all 
these  factors,  demand  as  an  indispensable  factor  in  the  right 
solution  of  our  shipping  problem,  the  element  of  personal  ambi- 
tion and  individual  interest. 

There  is  still  an  important  government  function  which  nothing 
can  supplant.  We  should  both  build  and  operate,  but  not  as  a 
general  policy;  merely  in  my  opinion  as  a  stabilizing  and  con- 
tributorj'  function  in  the  upbuilding  of  our  merchant  marine. 
We  should  build  a  substantial  number  of  ships,  with  the  view  of 
stabilizing  work  in  our  shipyards,  and  bringing  about  that  sus- 
tained and  steady  demand  for  tonnage  of  standard  type  that' 
would  enable  our  shipbuilders  to  reach  the  low  costs  without 
which  the  industry  cannot  be  kept  alive,  and  incidentally  attain- 
ing that  proficiency  in  the  craft  of  shipbuilding  which  is  a  vital 
element  in  the  problem  of  costs. 

As  to  operation,  the  government  may  well  undertake  the 
pioneering  for  new  trades,  and  by  its  own  operations,  pursue41 
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judiciously  and  not  in  any  nenjM* competitively  wiUi  our  own  i»hi|>- 
owners,  establinh  regtilar  lines  for  freight,  witii  fixed  schedules  of 
mailings.  This  work,  in  fact,  the  government  must  undertAka,  to 
a  large  extent  absorbing  tiie  initial  cujtt,  which  will  be  justified  by 
the  laige  benefits  flowing  to  thr  nation's  trade  as  a  whole. 

Only  when  Uu*  nation's  Mhipping  is  recognised  as  a  national 
asset,  not  the  exclusive  concern  of  any  one  section  of  the  country 
nor  a  source  of  t^nrirhnicnt  to  any  H|M*cial  class,  will  we  approadi 
this  problem  with  enlightenment.  The  test  of  any  policy  is  not 
tht>  pnifitahlcncss  of  the  immediate  operation,  but  the  benefit  lo 
the  nation's  trade  and  commerce  as  a  whole.  The  merchant 
marine  in  the  delivery  system  of  the  nation's  business,  and  our 
>hippin^  |M)liry  must  sedc  its  vindication  in  the  widening  of  our 
onniiereial  field,  in  the  multiplication  and  diversity  of  our  under- 
takings, and  in  tlie  dc^epening  of  the  foundations  of  our  national 
prosjKTity. 


The  Industrial  and  Commercial  Outlook 
By  Hon.  H.  A.  Garfield 

United  States  Fuel  Administrator 

¥  HAVE  not,  during  the  jiast  year,  accumulated  a  fund  either  of 
*  cynicism  or  skepticism.  I  still  believe  in  my  f ellowmen,  and  I 
still  look  upon  the  public  of  America  as  properly  interested  in  and 
at  reasonable  and  proper  times  given  to  chastening  duly  their 
public  oflScials.  All  of  which  makes  me  believe  more  in  democ- 
racy than  I  ever  did  before.  It  leads  me  to  recognize  that 
representative  democracy  is  not  a  failure. 

When  I  left  college  I  entertained  the  belief,  shared,  I  suppose, 
by  a  great  many  young  men,  that  the  world  needed  refonning, 
and  that  we  were  going  to  reform  it;  I  believed  also  that  public 
officials  were  running  things  to  suit  themselves  while  the  people 
went  about  their  several  tasks  indifTerent  to  the  public  welfare. 
The  experiences  of  the  last  year  convince  me  that  I  was  mistaken. 

While  it  is  my  purpose  to  speak  of  the  outlook  rather  than  tlie 
look-back,  I  venture  to  give  a  single  illustration  of  what  Mr.  Miller 
has  had  to  say^  concerning  increased  productive  capacity. 

In  the  production  of  coal  there  were  engaged  in  pre-war  times 
a  great  army  of  men,  perhaps  750,000  of  them  throughout  the 
country.  When  one  has  looked  at  the  reports  of  previous  years, 
it  has  been  with  amazement  that  the  amount  of  output  of  coal 
per  person  was  so  small.  It  was  also  surprising  that  the  number  of 
days  during  which  the  miners  worked  was  so  small.  I  make 
haste  to  say  that  I  do  not  mention  these  facts  as  in  any  sense  an 
indictment  of  the  miner,  for  he  has  labored  enough  to  produce  the 
needed  amount  of  coal.  The  significant  point,  with  reference  to 
our  experiences  of  the  past  year  is  that,  with  a  large  reduction  in 
the  number  of  men  at  work,  the  total  amount  of  coal  produced 
has  exceeded,  far  exceeded,  any  record  heretofore  made. 

The  ability  and  willingness  of  our  mine-workers  to  increase  pro- 
duction when  the  need  arises  and  the  call  comes  have  been  amply 
demonstrated  by  the  work  of  the  past  year.  The  coal  miner 
produced  year  in  and  year  out  before  the  war  an  average  of  from 
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three  to  four  tonB  a  day— ^tiic  ujuount  dependuig  m 
upon  the  way  in  which  the  coal  Wva  in  the  ground  and  thedifieultiM 
to  be  overcome  in  getting  it  out;  but  during  this  past  year  in  many 
districts  a  single  miner  has  produced  ten«  twelve  and  aa  high  aa 
thirty-five  tons  a  day.  I  spade,  olcourte*  in  these  latter  flguiw  of 
special  instances,  in  the  former  of  averages.  The  two  stalemeiils 
cannot  therefore  be  compared.  I  have  not  the  average  yet  for 
this  year,  but  I  am  sure  that  we  will  find  a  very  much  Wgber 
average  per  man  than  heretofore. 

What  shall  we  do  to  assist  in  the  readjustment  from  war  to 
peace?  Shall  we  follow  the  advice  of  those  who  say,  **Cut  away 
all  supports  and  let  drop  what  miflit  drop,  at  once?"  Or  shall 
we  pursue  a  more  deliberate  policy  and  gradually  take  away  the 
supports,  or,  if  you  please,  the  restrictions  which  have  been 
•tlaced  upon  buabess  during  the  past  year?  I  believe  the  truth 
m  found  between  the  two  extremes.  Tlie  principle  generally 
advocated  by  tlie  American  people  is  tliat  we  be  left  free,  that 
individual  initiative  be  developed  and  relied  upon  in  the  per- 
formance of  our  several  tasks  as  fully  as  possible;  this  seems  to  us 
to  be  the  normal  way.  When,  however,  in  a  great  fimsffgrty 
the  government  has  found  it  neoessaiy  to  step  in  and  interpose 
artificial  but  very  necessary  restrictions  upon  industry,  then  a 
oonditioii  of  things  is  introduced  that  is  abnormal,  and  the  query 
very  properly  before  us  is  whether  we  ou^t  not  to  remove  those 
restrictions  with  some  deliberation.  My  own  judgment  is  that 
we  may  set  about  the  task  \%ith  too  much  zeal,  that  there  should 
be  a  certain  amount  of  holding  back,  and  yet  not  so  mudi  as  to 
artificially  hold  prices  at  the  high  level.  Because,  as  Dr.  Miller 
points  out  to  us,*  if  prices  are  artificially  maintained  at  the  high 
level  it  will  in  the  end  work  an  injury  to  our  industr}*  in  competi- 
tion with  industry  elsewhere;  and  that,  of  course,  must  refill  it- 
self in  the  end  by  injuring  the  wage-earner. 

The  Industrial  and  Financial  Outlook 

Two  pobts  are  suggested  by  the  topic,  '*the  industrial  and 
inancial  outlook."  I  think  of  industry^ast  our  industr>*  at 
home.  I  think  of  the  financial  relatioos  here  intended  as  having 
to  do  more  particularly  with  commerce  abroad. 
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The  statement  made  by  Mr.  Ritchie,*  to  Uie  effect  that  many 
of  the  problems  we  are  talking  about  as  though  they  were  new 
problems  having  to  do  with  reconstruction  or  readjustment  from 
war  to  peace,  are  in  fact  not  new,  but  old,  is  true.  And  yet  it 
aeems  to  me  that  in  dealing  with  the  industrial  outlook,  we  have 
pKsented  to  us  an  aspect  of  the  labor  question  so  new  and  so 
important — witli  such  a  new  emphasis,  perhaps  I  ought  rather 
to  say,  upon  the  relations  of  capital  and  labor — that  it  presents 
virtually  a  new  problem,  a  real  problem,  one  growing  out  of  the 
experiences  of  the  past  year. 

The  illustration  which  Mr.  Saunders  gives  appeals  to  me  very 
much* — men  meeting  with  their  employes  on  common  ground, 
the  familiar  factory  ground,  or  wherever  it  may  be,  and  consider- 
ing questions  as  though  they  affected  all,  as  indeed  they  do.  We 
have  learned  the  truth  of  this  during  the  past  year.  For  exampK' 
in  the  Fuel  Administration  over  and  over  again  it  has  been  neces- 
sary— some  strike  pending  or  operators  in  some  region  threaten- 
ing to  put  in  force  regulations  that  would  work  an  injury  to 
labor — whenever  a  question  of  that  kind  has  arisen,  that  I 
telegraph  to  representatives  of  labor  and  of  the  operators  to 
come  to  Washington.  They  have  always  come,  and  we  have 
said  to  them  something  like  this:  **A11  these  questions  that  divide 
you  must  be  put  aside.  America  is  at  war.  You  have  one  thing 
to  do,  and  one  thing  only;  you  have  to  produce  coal  from  the 
mines  and  put  it  into  cars.  Now,  if  you,  and  if  we,  be  true  to 
the  great  task  that  presses  up>on  our  people  at  this  time,  you  will 
agree  with  me  and  put  aside  your  differences.'*  They  have 
agreed  wiih  me  and  they  have  put  aside  their  differences,  with  the 
result  that  they  have  learned  how  to  cooperate,  not  only  in  the 
common  purposes  connected  with  the  operation  of  mining,  but  in 
the  ^eater  common  object  by  which  we  have  all  been  absorbed 
during  this  year. 

Government  has  its  proper  part  in  all  this.  We  are  learning  that 
the  question  of  capital  and  labor  is  no  longer  a  private  question 
in  which  government  has  no  part.  We  are  coming  to  see  that  it 
is  a  three-cornered  question:  Government  on  the  one  hand,  not 
owning — that  is  rather  a  crude  way — but  supervising  industry; 

*  See  page  d«4. 

*  See  page  SS5. 
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and  on  tht*  oiinr  huud,  labor  tuui  cmpiUU;  Ur-  Uirce coOpctBlMng 
in  a  common  purpose  for  the  benefit  of  all. 

Now.  then,  one  other  word  aa  to  the  aeoond  point,  ooooamiiif 
the  ronimerre  which  is  international.  What  ia  thia  new  ataice 
ii|MHi  whicli  wc  arc  about  to  enter?     It  reaemblea  the  firtt  in  thk. 

ami  the  lV.Hi(l<*i)t  of  the  Tnitcfl  Statea  haa  expTBMed  it, — tito 
spirit  of  cooperation  ia  not  to  be  confined  to  any  ffroup.  It  moit 
In>  pven  ita  full  play  in  tiic  Healinga  between  men  at  home  and 
U^ween  govcnuiients  in  Uicir  international  relationa. 

It  waa  aaici  not  long  ago  that  the  propotak  of  the  Ptek 
IVac*e  Conferenc'c  of  1916,  which  advocated  war  after  the  war, 
would  work  injur>'  to  the  Kntente  Alliea.  The  statement  waa 
that,  if  tlie  i>oliry  of  war  after  the  war  were  adopted,  the  coal  in 
(temian  territory  could  no  longer  l>e  brought  out  to  the  ateel 
plants  in  Ixjrraine;  and  that  if  that  happened  there  would  be 
great  injury  to  the  steel  plant.s  in  liorraine,  l)ecauae  they  would 
have  to  go  two  hundred  and  fifty  miles  to  England  for  coal,  the 
FVench  mines  being  out  of  commission  by  action  of  the  German 
armies,  then»by  greatly  increasing  the  cost  of  sUhA  production  in 
the  plants  around  Metz.  On  the  otJier  hand,  the  coal  lying  in 
the  (iennan  territory  is  only  from  fifty  to  one  hundred  milea 
away,  and  if  there  were  war  after  war,  those  coal  mines  would  be 
cut  off  from  the  shipment  of  eight  million,  three  hundred  thousand 
tons  of  coal  a  year,  which  normally  move  from  Germany  into 
Prance.  Thia  same  authority  whom  I  am  quoting  said :  "  If  you 
cnit  that  off,  the  inevitable  thing  will  happen;  thejiceight  million  tons 
will  move  north  into  Uie  Scandinavian  countries  and  cut  off  the 
supply  Uiat  nonnally  conu^  from  England  into  those  countries, 
becauae  Germany  must  sell  her  coal  and  will  cut  under  any  price 
offered  by  England,  (lemiany  would  be  forced,  in  other  words* 
to  dump  her  coal. 

Now,  that  is  a  hard-headtnl  practical  proposition.  By  whom 
waa  it  atated?  By  pro-Germans?  No.  It  was  said  by  English* 
men.  It  waa  printed  in  a  report  appearing  within  this  calendar 
year,  by  a  committee  of  which  Lord  Rhondda  was  chairman,  and 
afterwards  Mr.  Nimmo.  and  calling  attention  to  the  folly  of  war 
after  war,  so  far  as  the  coal  trade  was  concerned. 

Similar  illustrations  can  doubtless  be  produced  in  other  fields. 
Ever  since  the  days  ol  the  mercantile  school, — since  .\dam  Smith 


M6 


Tu£  Annalb  of  the  American  Acaoe&ct 


gave  us  a  new  light  u|>on  economic  questions, — it  has  been  under- 
stood that  I  do  a  very  foolish  thing  if  I  prevent  you  from  produc- 
ing tliat  thing  which  you  have  and  I  want 

At  the  present  time  one  of  the  problems  which  presents  itself  to 
our  President  and  the  peace  envoys  is  the  question  of  preserving 
so  far  as  possible  among  the  nations  of  the  world,  the  kind  of 
free  exchange  that  depends  upon  the  prosperity  of  each  of  the 
parties  to  the  excliange.  That  principle  is  not  accepted  yet  witli 
patience,  even  when  an  English  committee  gives  us  the  illus- 
tration and  the  facts,  because  we  are  inclined  still  to  look  upon 
Germany  as  an  enemy.  She  is  technically  still  an  enemy;  but  we 
are  about  the  business  of  making  peace, — ^peace  with  whom? 
Peace  with  friends?  No,  peace  with  enemies;  peace  with  the 
world.  And  if  we  carry  our  purpose  out  in  a  sensible  way,  it  will 
be  so  carried  out  that  nations  will  rise  in  their  strength  not  against 
nations  any  more,  but  in  cooperation — ^in  "cooperative  compe- 
tition," if  you  like — no  longer  standing  jealously  against  each 
other,  but  cooperating  in  friendly  rivalry  to  the  end  that  you 
and  I,  men  and  women  everywhere  may  be  benefited  thereby. 
The  outlook  is  of  vastly  improved  relations  between  human  beings 
in  their  dealings  with  one  another  as  producers  in  labor  at  home 
and  in  the  great  interchanges  of  commerce  and  finance  the  world 
over. 


Some  Phases  of  Financial  Reconstruction  * 

By  Paul  M.  Warbubo 
PonMT  Vioe-GoTcnior  ol  the  Federal  Beearvt  Boud 


A  S  dettnictkNi  once  begun  on  the  battle  field  spreftd  it«  wavet 

*^    until  ibi  effects  had  readied  all  partii  of  the  world,  to  the 

work  of  reconstruction  will  involve  the  whole  globe  far  beyoad 

the  (t-nters  originally  affected;  and  as  the  durader  and  extent 

•f  the  diMturbance  differ  in  eadi  country  affected,  so  the  word 

r<*oonKtniotion  '*  will  have  a  very  different  meaning  in  the  various 
I  »arts  of  the  world.  In  some  it  will  indicate  the  physical  restoration 
of  tlie  tHn^il)le  Uiinj^s  actually  destroyed,  in  others  financial  or  com- 
mercia!  rehabilitation;  in  others  it  will  mean  thereCstablishment  of 
normal  levels  of  living?  and  working — a  return,  more  or  less,  to 
pre-war  conditions.  The  last  named  group  includes  the  Uniteil 
States.  Considering  the  question  merely  from  the  domestic  point 
of  view,  "the  movement  back  to  normar*  would  appear  as  the 
main  aim  and  diaracteristic  of  our  own  y)roblem  of  rpcoaHtruction. 

Several  thoughts,  however,  ^ill  at  onve  occur  to  us  at  Uiin 
|)oint  and  empha.size  the  c<>nij)lexity  of  our  task. 

FirH.  That  thr  n(»rnial  of  llio  past  is  not  likely  to  br  the  normal  of  tin* 
future,  which  raiaea  the  furtlier  question  of  what  tliat  normal  tilttmaiehr  will  be. 

Sfcoml.  That  bctireen  our  present  level  and  tliat  of  the  future  then  will  of 
neoeasily  be  s  period  of  traniitaon — which  raises  the  question  of  bow  long  or  bow 
abort  it  shouki  be. 

Third.  That  botli  on  account  of  the  nx>ral  obligation  involved  and  oo  account 
of  the  effect  that  reconstruction  in  other  countries  must  needs  exerdae  upon  our 
own  future  economkr  and  financial  development,  we  csmiot  posably  comSder  the 
problem  as  a  purely  domeatie  one— whidi  raises  the  questkm  of  porolissas  oa 
credit  by  foretgn  croimtries  and  the  influence  ol  foreign  purehsies  upon  tlie  eourae 
ofprk»s. 

Andfindlif,  timi  iiic  return  to  the  new  normal  level  must  not  be  ooosirucu 
smply  to  refer  to  the  level  of  prices  and  wages,  but  that  it  includes  the  new 
norm  of  government  influence  in  business — which  raises  the  questk>o  of  the 
restoratkm  of  the  freedom  of  Indhridnsl  action  and  operation,  willmgly  surren- 
dered in  the  face  ol  war,  bol  bsM  sacred  and  invwlsbls  in  times  of  peace. 


>  Address  delivered  at  Atlantk  City.  N.  J.,  on  December  6,  1918.  before  thr 
War  Emergency  and  Reconstruction  Coi^reM  of  War  Service  Committees  of 
American  Industries,  under  auspices  of  the  Chamber  of  Commerce  of  tbe  Cniled 

States  of  Ameficn. 
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To  sketch  the  problem  in  its  vast  outlines  is  to  acknowkHlf^e 
GUP  inability  to  treat  it  adecjuately  even  within  the  limitation  of 
some  of  its  phases.  For  it  is  evident  that  the  ])lan  to  he  applied 
in  grappling  with  the  side  issues  must  depend  upon  the  general 
policy  ultimately  to  be  adopted  by  the  government  in  dealing 
with  the  whole  problem.  That  is  the  reason  why  in  discussing 
the  topic  of  financial  reconstruction  only  the  obvious  can  be 
stated  with  confidence  at  this  time,  while  wide  room  is  left  open 
for  assumptions  and  speculations  whenever  we  try  to  go  further 
afield. 

My  justification  for  taking  up  some  features  of  the  financial 
side  of  the  question  is  that  I  believe  that  by  carefully  analyzing 
the  problem  we  may  assist  in  clarifying  it,  and  succeed  in  disposing 
of  some  of  the  fallacies  befogging  the  issue. 

In  looking  into  the  future  we  have  as  yet  no  definite  landmarks 
upon  which  we  can  fix  our  range-finders  in  order  to  ascertain  just 
where  the  line  of  demarkation  will  lie  between  the  transition 
period  and  the  era  following  it.  We  know,  however,  whence  we 
came,  we  know  our  present  conditions  as  our  actual  starting  point, 
and  it  must  be  our  first  aim  to  try  to  gain  as  clear  a  conception  as 
possible  of  our  ultimate  position,  so  that  in  dealing  with  the 
interv'al  and  the  co-related  problems,  we  may  map  out  a  course 
that  will  lead  us  towards  that  final  goal.  Let  us  begin  then  with 
the  obvious  things  that  we  may  be  able  to  discern  distinctly. 

As  I  look  through  the  telescope  into  the  period  following  that 
of  transition,  I  see  a  United  States  to  which  the  world  at  large  will 
be  heavily  indebted,  and  to  which  annually  hundreds  of  millions 
of  dollars  will  be  due  as  interest  on  loans  extended,  in  addition 
to  the  hundreds  of  millions  due  in  payment  of  the  raw  materials 
we  shall  be  able  to  spare  for  other  countries.  I  see  an  industrially 
highly  developed  country  which,  with  the  exception  of  a  limited 
number  of  articles,  will  be  capable  of  producing  most  of  the  neces- 
saries of  life  for  the  consumption  of  its  own  people. 

I  perceive,  therefore,  a  country  amply  protected  by  a  vast 
annual  international  credit  balance,  a  country  which  by  keeping 
some  portion  of  its  foreign  security  holdings  in  the  form  of  reason- 
ably short  obligations,  should  be  able  to  protect  itself  against  any 
serious  encroachment  upon  this  creditor  position;  a  country 
owning  a  huge  gold  stock — a  country,  in  short,  which  need  n6t 
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give  iUelf  any  grrat  conrtm  with  rnrarrl  to  the  task  of  matntattiing 
the  parity  of  the*  <lollar  exc*]iuiiK<*  ull  over  the  world. 

I  do  not  wiiih  to  poae  aa  what  tin*  Britiiih  wittily  have  termed  a 
**war  propii  *  hut  I  imuh  inijffrad  thr  futurr  if  it  doea  not 

have  in  stort  .  .  .\  •.  w  York  the  ponitkni  of  a  world  exchange  center, 
vying  with  London  as  a  free  gold  and  discount  market.  Aa  I  see 
it,  our  future  economic  position  will  be  of  such  strength  that  it 
will  be  difficult  for  many  countries  to  keep  their  exchanges  at  par 
with  UM.  They  are  not  likely  to  have  sufficient  quantities  of  tiie 
goods  required  by  us,  nor  will  they  have  large  amoiuili  of  foU 
to  spare,  and  therefore,  in  payment  of  the  things  we  sell  them 
and  of  the  interest  they  will  have  to  pay  us,  they  will  have  to  try 
to  find  something  else  than  goods  that  we  may  ptirchaae  from 
them;  that  is,  they  ^ill  offer  us  the  individual  or  collective  obliga- 
tions of  their  nationals,  or  their  industrial  enterprises,  or  such 
securities  or  assets  of  other  cH)iin tries  as  they  control.  II  we 
want  these  countries  to  continue  to  be  able  to  buy  our  gocKls,  it  is 
therefore  incumbi^nt  upon  us  to  prepare  ourselves  to  grant  these 
for«M^i  cretlits  and  to  buy  and  assimilate  these  foreign  aaseta. 

Financing  op  the  Wobld*b  Trade 

In  oTi\vr  to  (>arr>'  out  this  program  several  tilings  an-  necessary. 
First,  our  banks  and  bankers  must  be  able  and  willing  freely  to 
extend  their  acceptances  for  the  financing  of  the  world's  trade. 

It  is  inevitable,  if  our  banks  and  bankers  continue  to  show  the 
same  spirit  of  enterprise  and  patriotism  they  have  demonstrated 
during  Uie  war,  that  in  tlie  financing  of  the  wcvkl's  current  trade 
we  shall  have  a  very  large  slums  As  a  matter  of  fact*  we  owe  it  to 
the  world  to  bear  a  substantial  i>ortion  of  this  burden.  To  that 
end  tlie  discount  rates  of  the  fetU'ral  res«*r>'e  bmiks  and  the  policy 
of  the  Federal  Reserve  Board  with  rt*s|)ert  to  acceptance  trans- 
actions must  continue  to  be  liberal.  I  can  well  foresee  the  time 
when  American  dollar  acce|)tances  will  be  outstanding  to  the 
extent  of  more  than  one  billion  dollars  in  credits  granted  all  over 
the  globe. 

Thrt»e  yt^ars  ago,  when  it  was  my  privilege  as  a  member  of  the 
International  High  Commission  to  visit  South  Americs,  I  found 
that  the  banks  in  that  hemisphere  hardly  realised  that  there 
existed  such  a  thing  as  dollar  exchange  or  an  American  bankers* 
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acceptance,  and  our  own  banks  and  merchants  had  to  he  coaxed 
into  using  them.  Now  these  acceptances  are  well  known  and 
eaf?erly  sought  all  over  the  world. 

And  as  our  banking  power  and  machinery  develop,  there 
unfold  new  opportimities  for  foreign  branches  of  American  banks. 
There  are  today .  about  fifty  branches  of  American  banks  in 
foreign  countries,  besides  a  considerable  number  of  affiliated 
l>anks  and  sub-agencies  largely  in  Latin-American  countries,  and 
mare  are  being  opened  every  month  of  the  year.  The  Federal 
Reserve  Bulletin  in  its  recent  numbers  has  given  the  fullest  data 
concerning  the  op)erations  of  the  banking  institutions  engaging 
in  these  foreign  enterprises.  They  are  covering  at  present  almost 
every  coimtry  in  South  and  Central  America,  they  have  pene- 
trated the  Philippines,  Japan,  China  and  India,  and  we  find  them 
established  in  England,  France,  Italy,  Spain,  Belgium  and 
Russia. 

But  while  much  has  been  accomplished  as  a  beginning,  while 
the  marvelous  strides  that  our  banking  system  has  made  during 
the  war  are  as  unparalleled  as  the  rapid  creation,  equipment, 
training  and  transportation  of  our  armies,  more  remains  to  be 
done.  While  it  is  most  satisfactory  to  note  that  several  discount 
companies  and  acceptance  corporations  have  been  organized,  it  is 
my  belief  that  the  future  will  show  a  very  distinct  need  for  a 
larger  number  of  acceptance  corporations. 

As  the  liberty  loan  bonds  are  absorbed  by  the  public  and  as 
the  paper  secured  by  these  bonds  and  rediscounted  with  the 
federal  reserve  banks  is  liqmdated,  the  enormous  resources  of  the 
Federal  Reserve  System  will  become  available  for  regular  invest- 
ment in  bankers*  acceptances  to  a  larger  extent  even  than  in  the 
past,  and  will  prove  a  tower  of  strength,  protecting  our  discount 
market  at  rates  which  will  compare  favorably  with  those  of  the 
strongest  amongst  the  old  established  countries. 

These  conditions  are  likely  to  bring  about  a  constantly  growing 
demand  for  American  acceptances,  and  I  hope  that  not  only 
banks  and  acceptance  corporations  but  also  private  banking 
firms  will  energetically  cultivate  this  new  field  of  enterprise. 
As  is  well  known,  private  bankers  were  pioneers  in  England  in 
developing  the  foreign  acceptance  in  business. 

The  war  being  over,  it  is  now  the  privilege  of  our  bankers  and 
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financiers  to  niake  themtdves  i^eiicrab  b  the  arU  of  paaoe,  aDd  to 
call  out  as  volunteers  the  best  talent,  now  hapiuly  again  availablet 
for  the  constructive  pursuits  of  commerce  and  trade  in  all  parts 
of  the  world. 

There  is  in  this  call  no  challenge  to  England;  she  will«  I  am 
certain,  retain  her  logical  and  traditional  position  ci  a  world 
center  of  oommetoe  and  finance.  Moreover,  onee  we  return  to  tlie 
time  when  trade  between  nations  is  no  longer  f^n^^iffA^  by  the 
issue  of  government  bonds,  Uie  old  machinery  of  bankers'  aoeept* 
ances  and  investment  banking  will  be  so  heavfly  taaced  in  both 
countries  that  England  and  the  United  States,  soon  to  be  joined, 
we  all  hope,  by  France,  will  be  only  too  ghid  to  find  partners  with 
whom  to  divide  the  burden  and,  rather  than  envious  competition 
in  securing  the  load,  there  will  be  a  tendency  of  wishing  to  place  a 
fair  share  of  it  on  "  the  other  fellow."  No  doubt  some  of  the  neu- 
tral countries,  whose  financial  strength  and  independence  havv 
greatly  increased  during  the  war,  will  play  an  important  r6ie; 
while  Germany's  place  as  an  international  banker  will  have  to  be 
considered  as  vacated  for  some  time  to  come. 

Bankers*  acceptances,  however,  while  important  factom  as 
temporary  equalisers  of  international  balances,  and  invaluable, 
fiirUiermore,  in  their  incidental  efTect  in  creating  centers  into 
which  other  commercial  and  financial  transactions  will  naturally 
flow,  cannot  be  expected  to  offer  the  proper  medium  for  settling 
the  vast  permanent  indebtedness  to  us  which  we  expect  to  see 
accumulating  from  year  to  year.  These  large  balances  must  be 
offset  not  by  temporary  credits  but  by  an  outright  transfer  to  us 
of  foreign  assets.  This  may  be  brought  about  essentially  in  four 
ways: 


1 .  The  debtor  country  mAy  tell  to  our  government  its  own  i 
tions  (our  goremmeat  in  turn  financing  itself  by  the  nie  of  Untied  Ststes  Gor- 
emment  boode  tubitanlisBy  in  the  mom  Minmff  m  adopted  in  finandag  oar 
Alhea  diirii«  th»  war).    Or 

t.  The  debtor  country  may  tell  lo  our  iarertowfinetead  olio  our  guiw  !!■■<; 
(a)  lU  own  goveiMiueui  obliga»kiw,  or 

(e)  Stocki  or  boodt  owned  (^  it  but  imiied  in  other  foreign  ooantriet. 

The  first  method  is  not  likely  to  be  employed  extensively 
beyond  the  beginning  of  the  transition  period.    The  other  three 
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inethcxls  are  the  ones  that  in  the  long  run  we  may  expect  to  see 
develop  as  the  most  jjracticable  forms  for  which  we  must  prepare 
ourselves. 

In  order  to  bring  about  in  the  United  States  tlie  successful 
absorption  on  a  large  scale  of  foreign  securities,  it  is  necessary  that 
our  investing  public  be  educated  propcTly  to  ap]>rc<'iate  these 
fonign  investment's.  That  will  only  be  possible  as  our  banks  and 
our  business  men  going  into  foreign  countries  bring  back  to  the 
"folks  at  home"  frank  and  reliable  information  concerning  the 
risks  and  chances  of  the  proposed  investment,  concerning  the 
resources  of  such  countries,  the  character  of  their  people  and  their 
political  and  economic  conditions. 

Intimate  commercial  relations  with  foreign  countries  create 
the  atmosphere  of  understanding,  interest  and  sympathy  which 
alone  renders  possible  comprehensive  international  financing; 
and  inversely  it  is  such  financing  that  encourages  the  growth  of 
trade  relations.  There  is  a  relationship  of  close  mutuality 
between  business  man  and  banker  in  this  respect.  For  the  fullest 
success  one  is  dependent  upon  the  other,  and  the  country  at  this 
juncture  depends  upon  both.  To  go  out  into  the  world,  to  study 
foreign  conditions,  to  open  new  avenues  of  commerce  and  finance 
and  to  develop  in  this  country  a  group  of  men  whose  word  and 
judgment  with  regard  to  foreign  enterprises  we  shall  willingly 
trust,  is  a  national  enterprise  that  should  appeal  to  the  ambition 
and  public  spirit  of  the  ablest  of  our  coming  bankers  and  business 
men. 

In  times  of  temporary  adverse  trade  conditions  or  unexpected 
emergencies,  the  ownership  of  foreign  securities  is  moreover  of  the 
greatest  value  to  the  cfountry.  We  need  only  to  think  of  the  inval- 
uable source  of  strength  they  proved  to  England  during  her  hours 
of  trial.  I  believe  we  may  safely  say  that  it  was  the  use  of  these 
foreign  holdings  (North  American  and  others)  that  enabled 
England  to  finance  her  own  foreign  purchases  and  those  of  some 
of  her  allies  without  breaking  the  rate  of  exchange  of  the  pound 
sterling  during  the  first  period  of  the  war.  But  from  this  episode 
we  should  draw  the  lesson  that  the  advantage  of  holding  foreign 
securities  consists  in  no  small  degree  in  the  ability  of  selling  them  in 
several  markets,  and  in  creating  a  market  here  for  foreign  secur- 
ities we  ought  to  remain  mindful  of  that  fact. 
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Before  1914,  the  large  holtlingi  of  Amaican  aecuritiet  b  Eu- 
rope and  tiH*ir  wide  maricet  on  both  sidei  of  the  oeean  furnished 
an  important  instrument  for  equalizing  temporary*  debit  balanoet 
hy  Uie  so-cu11(h1  ** arbitrage'*  of  jfecuritieii.  The  back  flow  of  our 
own  H4H*uritio2i  must  have  destroyed  very  Urgely  these  eoooom- 
irally  im|>ortant  pre-war  conditions.  We  can  wdl  «T»i*fn^  that 
^'overnmcnt  bonds  with  intematiooal  markets  will  play  an  im- 
l>ortant  rAle  in  restoring  the  basis  for  an  easy  ezdumge  of  securi- 
Vwa,  tliat  is,  a  healthy  trans-AtUntic  bond  arbitrage.  In  going 
into  these  new  fields  of  fon^frn  investment  and  trade,  let  us  start 
out  with  a  gentTous,  sympatlietic  and  receptive  mind;  with  open 
purses— but  also  with  open  eyes  and  conscious  of  our  serious 
responsibilities  in  the  matter. 

It  is  unfortunately  true  that  wherever  the  faithful  pioneer 
^ix's,  there  also  migrates  the  crook.  In  opening  the  markets  to 
foreign  financing,  almost  every  country'  fell  victim  to  the  occa- 
sional roblxTiis  perpetrated  by  reckless  promoters.  The  local 
knowkxigi*  of  American  business  men  and  bankers  living  in  these 
foreign  countries  may  prove  an  invaluable  protection  in  scru- 
t  inizinj?  these  propositions.  But,  if  I  may  be  permitted  to  express 
ni\  tJioughts  in  the  premises,  I  believe  that  for  the  better  protec- 
tion of  both  the  public  and  the  careful  and  self-respecting  banker, 
it  would  be  advisable  to  establish  some  generally  accepted  rules 
jroveming  the  information  to  be  contained  in  a  prospectus  offering 
for  sale  foreign  securities.  Every  great  intematicnial  market 
i»njoys  such  rules,  established  either  voluntarily  by  the  stock 
exchanges  or  by  the  government. 

If  we  are  to  be  a  world  ct^nter  of  finance,  as  I  am  profoundly 
convinced  we  shall  be,  I  believe  we  ought  to  take  steps  that  will 
give  to  the  .Vmerican  prospectus  the  same  standing  and  prestige 
as  is  enjoye<l  by  those  of  tlie  leading  European  markets.  I  can 
well  imagine  that  by  conmion  and  voluntary  agreement  some  sort 
ol  a  future  capital  issues  committee  might  be  organized  in  each 
federal  reser>'e  district  to  give  its  stamp  of  approval  to  every 
such  prospectus  before  the  quotation  on  the  stock  exchange  be 
granted  or  the  offer  be  made. 

Such  approval  would  not  signifi j*  the  passing  upon  tiie  intrinsic 
merit  of  tJie  security  involved,  but  it  would  give  assiiranct»  that 
all  essential  facts,  and  nothing  but  authentic  infonuation,  be 
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contained  in  tiie  prosj)ec*t\is  and  that  tliey  be  stated  over  the 
signature  of  the  borrowing  government  or  cori>oration  and  the 
issuing  house.  This  is,  as  a  naatter  of  fact,  no  more  than  a 
responsible  issuing  house  would  observe.  It  would  be  a  burden, 
thca^ore,  only  upon  less  conservative  firms,  upon  which  a  check 
ought  to  be  exercised.  While,  no  doubt,  some  red  tape  and  delay 
would  be  involved  in  such  a  proceeding,  it  would  in  the  long  run 
prove  well  worth  while  to  submit  to  it.  The  chairman  and 
governor  of  the  federal  reserve  bank  of  the  district  might  be 
invited  to  head  the  committee,  as  at  present.  They  and  others 
would,  no  doubt,  be  found  willing  in  the  general  interest  to 
shoulder  the  burden. 

When  the  present  Capital  Issues  Committee  in  due  course,  by 
the  expiration  of  the  act,  discontinues  its  operations,  it  is  possible 
that  such  new  local  capital  issues  committees  might  exercise  a 
very  important  function  in  protecting  the  country  in  this  further 
respect:  Issuing  houses  in  Europe  do  not  generally  enter  into  con- 
tracts for  the  purchase  of  foreign  securities  without  first  inquiring 
at  their  headquarters  whether  or  not  such  issue  is  in  the  public 
interest.  It  must  be  borne  in  mind  that  when  concluding  these 
loans  not  only  the  relationship  with  the  borrowing  country  must  be 
considered,  but  also  the  condition  of  the  purchasing  country  as  a 
whole.  Excessive  foreign  loans  may  at  times  adversely  affect  the 
entire  network  of  trade  balances,  exchanges  and  interest  rates, 
even  though  the  transaction  may  be  of  great  advantage  to  particu- 
lar industries,  and  even  though  the  contracting  country  itself 
may  be  hea\dly  in  our  debt.  The  situation  as  a  whole,  therefore, 
should  be  carefully  weighed  in  such  cases  by  the  Federal  Reserve 
Board  which,  when  approached  through  the  local  capital  issues 
committee,  would  give  its  advice. 

It  may  be  timely  to  point  out  in  this  connection  that  foreign 
bonds  payable  in  several  currencies  would  prove  of  great  value  in 
times  when  gold  exportations  might  become  imminent  in  conse- 
quence of  unexpected  temporary  financial  dislocations.  In  such 
drcumstances  interchangeable  international  bonds  could  well  be 
sold  abroad  in  order  to  replenish  our  foreign  balances,  warding  off 
to  that  extent  exportations  of  gold. 

In  sketching  this  program  for  the  future  we  cannot  be  unmind- 
ful that  in  certain  important  respects  it  will  not  meet  our  imme- 
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diate  necda,  because  it  will  take  time  to  develop  in  the  United 
States  at  wide  a  market  for  foragn  aeeiiritiee  as  is  hcfv  ooa- 
teniplated,  while  most  urgent  demands  by  foreign  nations  are 
near  at  hand  We  know  that  almost  all  European  countries  for 
a  prolonged  period  will  require  food,  or  steeU  or  copper,  or  coHoo, 
or  machinery  with  which  to  rebuild  their  life  and  mdustries. 
Many  of  them  at  present  have  neither  gold  nor  goods  with  which 
to  pay  us.  Individual  and  banking  credit  in  some  cases  has  been 
seriously  affected,  and  in  others  has  not  yet  had  sufficient  time  to 
establish  or  relSstablish  itself.  Without  doubt  we  shall  consider  it 
our  proud  privilege  to  give  whatever  we  can  spare  to  those  that 
deserve  our  aid,  partial  larly  to  those  who,  like  Ftaice  and  Bel- 
gimn«  have  an  undoubtedly  vaUd  moral  claim  on  ns,  and  to  that 
end  we  shall  have  to  continue  to  reduce  our  own  consumption  to 
the  necessary  degree. 

It  is  at  this  point  of  our  consideration,  however,  that  our  ship 
strikes  a  fog  bank  and  that  we  shall  have  to  feel  our  way  in  the 
mist  as  best  we  can.  There  are  quite  a  number  of  factors  about 
which,  for  the  time  being  at  least,  we  are  uninformed.  We  do  not 
know  whether  during  the  transition  period  Congress  is  going  to 
autliorize  advances  by  the  United  States  to  foreign  countries  in 
order  to  provide  the  means  with  which  to  pay  us  for  their  pur> 
chases  of  foodstuffs  or  other  necessities.  At  present  the  symptoms 
point  the  oUier  way. 

If,  however,  the  government  itj$elf  is  not  going  to  finance  the 
sale  of  these  goods,  the  volume  of  such  foreign  purchases  is  Hkely 
to  be  reduced  or  at  least  delayed  so  as  to  synchroniae  with  the 
amounts  of  dolU^s  that  can  be  raised  here  by  the  opening  of 
temporary  banking  credits,  or  by  the  free  sale  in  our  market  of 
foreign  government  bonds  or  foreign  assets.  In  that  case  our 
exports  are  likely  to  move  at  a  slower  pace  and  there  is  less  likeli- 
hood of  a  congested  demand  for  goods  for  export,  and  therefore, 
prices  are  likely  more  promptly  to  find  their  own  natural  level. 

Conversely-,  should  tlie  United  States  Government  decide  to 
advance  the  amounts  involved  to  the  purchasing  nations,  greater 
immediate  stimulation  of  certain  export  industries  would  follow, 
coupled  with  the  resulting  possibility  of  continuing  for  some  ttme 
at  least  the  exercise  of  a  certain  control  of  prices  and  di^itributton, 
tliereby  causing  a  more  gradual  decline.    Of  the  two  courses  our 
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first  impulses,  I  believe,  would  make  us  choose  the  latter.  CloBer 
study  is  likely,  however,  to  gain  our  support  for  the  first  ol  the 
two  methods. 

There  is  much  to  be  said  in  favor  of  a  quick  return  to  the  natural 
basis.  While  it  must  be  conceded  that  unhampered  development 
may  temporarily  produce  a  greater  shock,  we  must  bear  in  mind 
that  on  the  other  hand  trade  and  industry  are  unlikely  to  proceed 
at  full  speed  until  there  prevails  a  general  and  confident  feeling 
that  a  natural  solid  basis  has  been  reached.  What  would  be 
gained  by  governmental  assistance  to  our  foreign  purchases  would 
be  lost,  therefore,  by  the  creation  of  a  sentiment  of  reserve  and 
hesitation  caused  by  the  hot-house  atmosphere. 

Moreover,  now  that  the  war  is  won,  we  cannot  blink  the  fact 
that  impatience  is  general  to  shake  off  restrictions  and  bothersome 
regulations,  and  there  is  grave  doubt  as  to  whether  an  effective 
control  of  output,  distribution  and  prices  could  be  continued  any 
longer.  While  the  cushioning  of  the  shock  might  appear  very 
desirable  on  account  of  its  bearmg  upon  unemployment  and  wages, 
the  fact  must  not  be  overlooked  that  by  the  systematic  and  wise 
curtailment  during  the  war  of  expenditures  for  maintenance  and 
new  constructions,  for  necessaries  and  luxuries,  we  have  now 
happily  stored  up  a  reserve  purchasing  power  which,  together  with 
the  natural  foreign  demand,  should  prove  a  very  efficient  shock 
absorber. 

These  conditions  would  not  appear  to  warrant  the  fear  of  the 
imminence  of  very  drastic  convulsions  in  the  labor  market.  But 
even  a  temporary  jolt  should  not  frighten  labor,  provided  that 
there  results  a  prompt  establislmient  of  a  solid  basis  on  which 
business  can  develop  healthily  and  freely.  Weighing  all  pros  and 
cons  as  far  as  we  are  able  to  see  them  and  realizing  that  require- 
ments may  differ  in  the  several  branches  of  industry  and  trade, 
it  would  seem  that  on  the  whole  the  evidence  favors  an  early 
withdrawal  of  the  hand  of  government  in  regulating  production 
and  prices.* 

The  policy  indicated  by  the  Treasury  of  prompt  liquidation  of 
government  contracts,  even  though  compensation  for  cancellation 

*  I  am  not  induding  the  activities  of  the  War  Trade  Board,  whose  control,  in 
certain  respecU,  may  have  to  be  continued  until  the  free  use  of  shipping  facilities 
will  be  restored  to  our  trade. 
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might  invoiva large  tums,  upiMurs  uiost  atlvxHuiiir  in  Uie 
stsDoes.  PttMnpt  payment  by  the  Tresiiiryol  all  such  obfigfttfams 
would  ease  vety  mi^terially  the  general  sitnation  and  it  would 
enable  industry  to  clean  the  slate  rapidly  and  thoroughly  and  get 
ready  for  the  new  business  that  knodcs  at  our  doom.  The  above 
is  stated  with  the  greatest  possible  hesitAiion  by  a  skipper  who 
knows  full  well  that  he  is  in  a  fog,  but  who,  having  reddesely 
agreed  to  discuss  this  topic,  has  no  choice  but  to  go  ahead  on  tfie 
best  obsenrations  and  soundings  that  he  is  able  to  make. 

But  whether  or  not  our  assumptions  be  correct,  in  trying  to 
survey  the  fidd  of  our  future  financing,  we  may  take  it  for  granted 
that,  should  our  government  cease  to  make  advances  to  our  Allies, 
sonic  of  tliem  are  most  likely  to  offer  for  sale  in  our  market  their 
own  government  bonds  or  notes,  or  their  industrial  properties. 
I  f(*el  certain  that  vast  amounts  of  the  obligations  of  oar  strong 
friends  will  find  a  cordial  reception  here  and  will  be  readily  ab- 
sorbed; but  taking  it  all  in  all  it  appears  extremdy  doubtful 
whether  our  investment  houses  will  find  it  possible  to  place 
foreign  securities  on  a  broad  enough  scale  to  meet  the  large 
foreign  requirements  for  oiu*  goods.  The  task  will  be  made  all 
the  more  difiicult,  because,  as  some  of  these  countries  have  just 
passed  through  a  period  of  unrest  and  great  financial  strain,  we 
may  expect  the  investor  to  insist  on  some  evidence  that  new 
ix>litical  conditions  have  come  to  stay  and  that  he  may  rely  on  an 
undisturbed  economic  development  before  he  risks  his  money. 

On  the  other  hand  this  period  may  offer  great  opportunities 
for  the  acquisition  of  most  valuable  foreign  properties.  Some 
nations,  particularly  those  with  strong  credit,  might  possibly 
prefer  sooner  or  later  to  dispose  of  some  of  their  national  securities 
or  asMts  rather  than  to  increase  their  indebtedness  to  us  by  the 
acceptance  of  further  loans;  other  eoimtries  may  have  to  sell  in 
order  to  pay  their  debts  because  their  national  credit  has  been 
destroyed.  From  the  business  f)oint  of  view  it  would  obvioudy  be 
to  our  advantage  to  buy  assets  of  this  sort  (or,  as  the  case  may  be, 
to  make  advances  seemed  by  such  assets  with  an  option  to  buy 
them)  instead  of  taking  an  unsecured  long-term  foreign  govcn- 
ment  obligation. 

It  is  evident  why,  in  the  long  run,  it  is  more  desirable  for  the 
United  States  to  acquire  the  dectric  U^t  and  power  plants. 
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tekgnph  and  telephone  lines,  railroads,  mines,  or  other  industrial 
plants,  than  to  advance  to  others  the  money  with  which  to  carry 
these  properties;  for  whoever  owns  and  controls  these  foreign 
plants  is  most  likely  to  secure  for  his  nationals  the  orders  for  raw 
material  and  manufactured  article  that  go  with  their  upkeep  and 
development.  Regular  orders  of  this  nature  have  shown  them- 
selves to  be  a  most  valuable  nucleus  around  which  further  business 
crystallises. 

It  is  estimated  that  England,  France  and  Germany  before  the 
beginning  of  the  war  invested  annually  an  aggregate  of  over  a 
billion  dollars  in  foreign  countries.  For  more  than  four  years 
countries  like  the  South  and  Central  American  republics  and  China 
have  not  been  able  to  secure  foreign  funds  in  substantial  amounts, 
and  while  the  war  has  taught  them  the  necessity  for  a  greater 
degree  of  thrift  and  more  extensive  reliance  upon  their  own 
resources,  their  accumulated  appetite  for  foreign  capital  must 
now  be  large. 

Add  to  that  the  demands  of  European  nations,  new  and  old, 
and  it  will  be  clear  that  by  sheer  force  of  circumstances,  even 
though  England,  France,  Holland,  Japan,  the  Scandinavian 
coimtries  and  others  will  take  their  full  share  of  the  burden,  we 
shall  soon  be  driven  into  a  position  of  great  importance  in  inter- 
national finance,  and  that  this  responsibility  will  be  facing  us 
long  before  we  may  expect  to  see  our  market  for  foreign  securities 
develop  far  enough  adequately  to  meet  the  situation. 

I  believe  that  so-called  "investment  trusts'*  will  ultimately 
play  an  important  rAle  in  solving  this  problem.  Companies  of 
that  character  are  well-known  in  England,  particularly  in  Scotland. 
As  their  name  indicates,  they  invest  their  funds  in  foreign  securi- 
ties and  against  their  assets  they  issue  their  stocks  and  bonds  for 
sale  in  the  home  market.  One  important  cor|X)ration  of  this 
description  has  been  launched  in  the  United  States,  the  American 
International  Corporation.  More  such  companies,  I  think,  are 
bound  to  be  created,  but  it  will  take  years  to  establish  their 
prestige  and  standing  all  over  the  country  and  to  prepare  for  their 
securities  an  investment  field  wide  enough  to  fill  our  needs. 
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PlaNB  for  a  PbACB  FofAliOB  COBPORATIOM 

In  those  circumsUnces,  it  occurred  to  me  some  tune  ago  that 
by  converting  the  War  Fmance  Corporation  into  a  peace  finance 
(corporation  and  authorising  it  to  acquire  directly,  or  make 
advances  on  foreign  securities,  we  mi^t  create  an  instrument 
that  would  promote  our  foreign  trade  and  at  the  same  time 
greatly  assist  foreign  nations  in  need  of  our  support  during  a 
I>enod  of  politicnl  and  economic  transition.  Such  a  peace  finance 
corporation,  enjoying  the  prestige  and  strength  flowing  from  the 
$500,000,000  capital  subscribed  by  the  United  States,  oodd 
exercise  effectively  its  power,  i^ithin  certain  limiU  and  for  a 
limit tnl  number  of  years,  to  issue  its  own  obligations  against  the 
furti^m  securities  acquired.*  In  doing  so  it  might  render  sci  vices 
of  the  very  greatest  value  in  bridging  a  critical  interval.  At  the 
same  time,  it  would  keep  the  government  out  of  direct  toudi 
with  business  transactions,  witli  which,  for  a  thousand  obvioos 
rt*asons,  it  had  better  remain  unconnected. 

For  the  sake  of  botli  our  domestic  and  our  foreign  problems.  I 
l)<'li(«ve  a  plan  of  this  kind  is  deserving  of  our  most  careful  con- 
>i(  It  ration,  even  though  I  am  reluctant  to  suggest  it  because  of 
my  strong  belief  that  at  this  time  we  should  remove  rather  than 
construct  war  emergency  machinery'  that  draws  government  into 
business  and  on  accoimt  of  other  serious  and  valid  objections 
which  at  once  occur  to  us. 

The  greatest  difficulty,  and  one  tliat  cannot  be  weighed  too 
conscientiously,  is  that  of  devising  a  plan  which  ^-ill  pro\ide  a 
sufficient  assurance  that  we  may  rely  on  securing  men  able,  expert 
and  independent  enough  to  be  entrusted  with  the  administration 
of  funds  amounting  to  possibly  billions  of  dollars,  men  who  would 
have  to  be  vested  with  \^ide  powers  in  dealing  with  what,  in 
effect,  would  amount  to  the  people's  money.  In  order  to  win 
the  war,  and  while  it  lasted,  we  were  willing  to  concentrate  such 
powers  in  the  hands  of  a  few.  Would  Congress  be  prepared  to 
go  that  far  for  purposes  of  reconstruction?  That  is  doubtful, 
and  personally  I  believe  that,  in  spite  of  its  obvious  necessities 
and  advantages,  the  step,  involving  as  it  does  transactions  with 

*  These  obUgstiooi  abould  noi  be  eUgibie  m  collaterml  for  notea  rediMoonUUe 
with  federal  itmivt  banks.  They  ibould  be  placed  only  «•  fast  ai  tbejr  can  be 
absorbed  by  the  tnvcstort. 
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foreign  countries,  cx>uld  safely  be  undertaken  only  if  we  could 
remove  every  reasonable  doubt  with  respect  to  our  ability  of 
securing  the  proper  men  and  of  keeping  the  corporation's  man- 
agement so  separate  and  distinct  from  the  direct  responsibility 
of  the  government  as  to  protect  both  the  government  and  the 
corporation  from  any  embarrassment  likely  to  result  in  dealing 
witJi  foreign  nations. 

A  solution  might  be  found  by  providing  that  the  peace  finance 
corporation  should  be  administered  by  a  board  of  directors,  of 
whom  one  each,  yn\h  the  approval  of  the  President,  would  be 
designated  by  the  Secretary  of  State,  the  Secretary  of  the  Treasury 
the  Secretary  of  Commerce,  the  Federal  Reserve  Board,  the  War 
Industries  Board,  the  War  Trade  Board,  the  Shipping  Board  and 
the  Food  Administration  (each  selecting  at  the  same  time  a 
substitute  director  for  their  appointee).  These  directors  then 
would  elect  the  general  manager  and  other  oflScers. 

A  method  of  this  kind  would  be  likely  to  secure  a  non-partisan 
expert  administration:  a  majority  would  be  appointed  by  non- 
partisan expert  men  of  national  reputation  and  of  widely  divergent 
interests.  I  think  a  board  of  that  kind  might  safely  be  entrustcnl 
wiih  the  necessary  wide  powers;  it  would  embody  all  the  elements 
that  are  at  present  charged  with  the  duty  of  regulating  commerce 
and  finance,  particularly  in  their  relation  to  foreign  countries.  In 
case  of  vacancies  occurring  after  one  or  more  of  the  appointing 
boards  had  ceased  to  exist,  other  boards  such  as  the  Federal  Trade 
Commission  and  the  Tariff  Board  might  take  their  place,  or  the 
Board  of  the  Peace  Finance  Corporation  itself  might  be  empowered 
to  submit  to  the  president  names  of  candidates.  There  may  be 
many  better  ways  of  appointing  the  board;  the  above  method  is 
suggested  simply  for  the  purpose  of  submitting  an  illustration. 

In  many  foreign  countries  there  are  men  now  on  the  ground, 
serving  as  emissaries  of  the  Department  of  Commerce,  or  as 
representatives  of  the  Treasury,  or  acting  in  connection  with  the 
business  operations  of  the  army  and  navy  or  the  American  relief 
organizations.  Would  it  not  be  possible  to  constitute  from  men 
thus  available  abroad  and  the  best  men  qualified  in  the  United 
States,  advisory  commissions  to  cover  each  country,  not  only  in 
Europe  but  also  in  South  America  and  Asia.'^  These  men  might 
render  invaluable  services  to  a  peace  finance  corporation,  and 
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ultimately  they  would  become  fanportmnt  f acton  in  creating  in 
tiie  United  States  the  atmoaphcre  of  knowledge  and  undentaoding 
of  foreign  cooditiona  ao  important  for  the  development  of  our 
future  trade  and  finanoea.  At  the  aame  time  it  will  be  ver>' 
deairable  to  have  available  in  aome  of  theae  countries  groupa  of 
men  who  will  keep  an  eye  on  the  proper  diatribution  of  goods 
furnished  by  us. 

Whatever  form  of  financing,  however,  the  reconstructaoo 
period  may  bring,  whether  securities  issued  by  our  own  govern- 
mflnt»  or  by  a  peace  finance  corporation^  or  by  foreign  govern- 
menta  or  foreign  corporations,  it  is  certain  that  their  aucoeaaful 
absorption  will  depend  upon  the  saving  capacity  of  our  people. 
I  believe  we  cannot  emphasise  too  strongly  that  the  time  has  not 
yet  oome  when  our  people  may  rdax  their  efforts  to  curtail  un- 
necessary consuinptioD,  both  for  the  sake  of  releasing  for  export 
the  greatest  possible  quantities  of  goods,  thereby  stimulating  our 
export  industries,  and  for  the  purpose  of  accumulating  fundii 
available  for  investment  The  slogan  *' don't  stop  saving  food** 
would  gain  in  scope  and  strength  by  abbreviating  it  into  "don't 
stop  saving!*'  Our  more  than  twenty-one  million  liberty  bontl 
holders  must  be  trained  to  become  permanent  investors;  thrift 
must  become  a  national  virtue,  a  priceless  inheritance  left  to  us  by 
the  war.  The  splendid  saving  mechanisms  now  in  use  should  be 
continued  and  expanded;  they  should  not  be  permitted  to  die 
out  when  government  borrowing  ceases. 

It  b  most  important  that  our  coming  victory  loan  be  absorbed 
so  far  as  possible  not  by  bank  borrowings,  but  by  genuine  savings. 
Thanks  to  the  strength  provided  by  the  Federal  Reserve  System, 
our  banks  have  been  able  to  meet  the  strain  of  the  war  in  a  most 
admirable  way,  and,  as  in  every  previous  loan,  they  will  be  found 
prepared  for  whatever  burden  the  next  loan  may  bring. 

But  do  not  let  us  be  unmindful  of  the  fact  that  since  our  entry 
mto  the  war  the  reserves  of  the  federal  reserve  banks  have  fallen 
from  85  to  about  50  per  cent;  that  the  aggregate  investments  of 
federal  reserve  banks  have  increased  in  that  period  from  ttt5,000,- 
000  to  over  $8,800,000,000;  and  that  the  proportioo  of  national 
banks'  investments  to  deposits  at  present  amounts  to  ISO  per  cent 
against  110  per  cent  at  the  beginning  of  the  war  in  1914. 
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GOVEBNMKNT   BONDS    AND    WoRLD-WroE    InTLATION 

We  arc  near  the  crest  of  the  wave  of  world-wide  inflation.  As 
it  was  generated  and  fostered  by  a  chain  of  interlocking  effects  and 
reactions  of  extraordinary  demands  for  certain  goods,  reduced 
power  of  production  of  others,  rising  prices,  rising  wages,  vast 
issues  of  government  bonds  and  circulating  notes,  so  with  the 
approaching  end  of  the  issues  of  government  loans  we  may 
expect  to  see  the  beginning  of  a  gradual  contraction  of  note-issues 
and  deflation  of  prices  and  wages*  and  a  return  to  more  normal 
conditions  of  production  and  consumption. 

So  far  as  the  banking  situation  is  concerned,  deflation  will  have 
to  btf  brought  about  primarily  by  the  people's  efforts  to  save  and 
by  a  contraction  of  loans  following  the  shrinkage  of  prices  of  goods 
and  reduction  of  the  volume  of  inventories.  On  November  8,  the 
751  member  banks  in  leading  cities  submitting  weekly  reports  to 
the  Federal  Reserve  Board  held  $1,200,000,000  of  loans  secured  by 
government  war  obligations  in  addition  to  $1,806,000,000  of 
government  securities  (exclusive  of  $268,000,000  deposited  for  the 
issue  of  national  bank  currency),  making  the  total  holdings  by 
these  reporting  member  banks  of  government  war  obligations  and 
paper  secured  by  such  obligations  in  excess  of  three  billion  dollars, 
of  which  a  substantial  proportion  was  pledged  as  security  for  loans 
obtained  from  federal  reserve  banks.  On  the  same  date  the 
amount  of  this  class  of  paper  which  the  federal  reserve  banks  had 
discounted  for  their  members  aggregated  $1,317,000,000. 

Tlie  government  bonds  held  by  the  banks  ought  to  be  absorbed 
by  the  public  as  fast  as  possible  and  the  expanded  position  of  both 
member  banks  and  the  federal  reserve  banks  correspondingly 
lightened.  Depositors  by  turning  into  investors  would  reduce 
owr  deposit  structure,  which  from  the  beginning  of  the  war  in 
1914  has  risen  from  $21,380,000,000  to  about  $32,000,000,000,  and 
thereby  decrease  the  banks'  reserve  requirements.  This  in  turn 
would  have  the  effect  of  reducing  the  re-discounts  made  by 
member  banks  in  order  to  provide  the  necessary  reserve  balances 
with  federal  reserve  banks. 

<  Wages  control  prices  and  prices  control  wages;  they  have  to  move  together. 
I  cannot  but  believe  that  Mr.  Gompers  had  in  mind  in  his  recent  speech  the 
pretervation  of  the  relative  position  of  wages;  that  is,  their  purchasing  power 
(baaed  upon  index  numbers  or  what  is  spoken  of  as  real  wages,  as  distinct  from 
nominal  wages).    Any  other  thought  is  an  impossibility. 
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WUe  it  11  potable  that  the  affgrrgaie  of  mveftamii  of  the 
federal  reserve  bankA  will  still  rise  in  coofaqiieDee  of  the  pay- 
ment  of  the  installmcntjt  due  on  the  fourth  liberty  loao  and  the 
victory  loan  to  be  expected  in  the  uprinK.  we  muat  hope  that  the 
peak  may  be  reached  in  the  near  future  and  that  from  then  on  we 
may  witness  a  continuous  and  subHtantial  decline  in  bank  invest- 
ments and  a  corresponding  rise  in  the  percentage  of  reserm. 

Nothing  could  be  more  beneficial  to  the  prestige  of  the  United 
States  as  a  world  power  in  finance  than  the  early  and  courageoos 
lifting  of  the  gold  embargo.  It  is  true  that  before  coniemplaliQg 
this  step,  it  will  probably  be  necessary'  to  have  an  ample  tnnnay 
at  our  free  disposal  for  the  unhampered  transportation  of  our  goods 
(and  other  conditions  will  have  to  be  considered  which  it  would 
lead  too  far  here  to  discuss),  but  it  is  also  true  that  tlie  stronger 
our  gold  reserve  at  that  time,  the  more  readily  will  we  be  able  to 
envisage  with  complacency  the  probability  of  the  consequent 
exportation  of  sums  of  gold  which,  conceivably,  may  amount  to 
hundreds  of  millions  of  dollars. 

It  is  for  this  very  important  n*nson  that  it  is  sinoerdy  to  be 
hoped  that  the  people  hy  saving  and  curtailment  of  unnecessary 
consumption  and  expenditures,  and  that  the  business  community 
by  a  program  of  wise  moderation,  ])articularly  dealing  with  non- 
essentiak, — and  as  long  as  this  can  be  done  without  creating 
unemplo^Tnent, — will  do  their  share  in  consolidating  both  our  gold 
and  investment  strength,  on  which  two  factors,  our  ability  to  se- 
cure our  proper  position  in  foreign  lands  and  our  power  to  act 
boldly  and  generously  in  dealing  with  other  nations,  are  largely 
predicated. 

Over-expansion  of  deposits  and  note-issues  must  not  be  per- 
mitted to  tie  up  our  reserves  to  such  a  degree  as  to  interfere  with 
our  power  to  let  gold  go  out  freely.  Wliile  we  are  still  in  a  position 
of  great  strength,  we  must  remain  conscious  of  the  necessity  of 
not  forgetting  our  limitations. 

If  by  the  exportation  of  large  amounts  of  gold  or  a  continual 
increase  of  investments  our  Federal  Reserve  System's  cash  re- 
serves would  fall  from  50  to  about  40  per  cent,  that  by 
with  other  countries  would  still  look  like  a  very  high 
Do  not  let  us  forget,  however,  that  in  Europe  reserves  bebxe  the 
war  were  considered  to  be  near  a  normal  level  at  approxinialdy  60 
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per  cent,  and  that  that  was  at  a  time  when  central  bank  coimtries 
were  saturated  with  gold,  owing  to  the  hundreds  of  millions  in 
actual  gold  carried  in  the  pockets  of  the  people,  while  now  this 
important  secondary  reserve  has  been  wiped  out  in  almost  all 
leading  countries.  They  have  wisely  concentrated  that  gold  in 
the  central  banks  in  order  to  have  it  serve  as  a  basis  for  their  vastly 
incieaaed  note  and  depK>sit  obligations.  Logically,  future  central 
banks'  reserve  standards  ought,  therefore,  to  be  higher  than  those 
of  the  past.  While  we  must  resign  ourselves  to  the  conclusion  that 
it  will  be  a  "long,  long  way"  to  the  realization  of  any  such  hop)e,  it 
is  all  the  more  evident  how  important  it  is  for  all  countries  firmly 
to  envisage  this  goal  of  strengthening  tlieir  present  financial 
position  by  a  gradual  deflation,  and  continued  eflPorts  to  concen- 
trate all  scattered  gold. 

The  world  balance  sheet  has  been  "watered"  by  issuing  war 
loans  and  currency,  against  things  already  consumed  or  of  no 
permanent  value,  to  an  aggregate  appraised  to  exceed  the  esti- 
mated pre-war  wealth  of  England  and  Germany  combined.  The 
squeezing  out  of  this  water  by  gradual  amortization  of  war  loans 
and  contraction  of  note  issues  will  prove  an  important  factor  in 
reestablishing  pre-war  levels  of  prices. 

Some  writers  hold  to  the  view  that  increased  production  of 
goods  rather  than  banking  deflation  may  bring  us  back  to  a  normal 
relation  between  money  and  goods.  My  own  belief  is  that  the 
solution  must  be  sought  in  efforts  from  both  ends.  The  resultant 
line  indicating  the  trend  of  prices  and  deflation  would  then  lie 
somewhere  around  midway  between  the  highest  and  lowest  p>oints. 

Perhaps  I  should  say  a  word  at  this  juncture  concerning  the 
much  mooted  question  of  the  demonetization  of  gold  as  a  world 
medium  of  exchange.  In  considering  the  suggestions  made  in  this 
connection  I  have  to  think  of  the  deaf  old  lady  who,  when  asked 
by  her  table  neighbor  whether  she  liked  red  bananas,  answered: 
"No,  my  dear,  I  prefer  the  old-fashioned  night  shirt. **  I  confess, 
when  dealing  with  this  problem,  that  I,  too,  am  old-fashioned. 
I  believe  that  gold  as  a  medium  of  actual  circulation  within  the 
border  lines  of  countries  will  more  and  more  be  relegated  to  the 
past;  but  that  as  a  basis  for  an  elastic  circulation  and  as  the 
ultimate  means  of  settlement  of  international  balances,  it  will 
continue  to  dominate  the  world.    It  will  not  be  dethroned  for 
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the  reason,  if  for  no  other,  that  fuch  a  alep  could  only  be  takeo 
by  mutual  agreement  between  goU  debtor  and  gold  creditor. 
The  poaitioii  of  economic  superiority  held  by  a  creditor  country 
owning  a  huge  stock  of  gold  is,  however,  of  so  iinnicnse  an  advan- 
tage that  it  will  not  be  voluntarily  relinquiiihcd  by  the  large 
iniinber  of  nntioius  that  are  the  beoH  posMeniss. 

Nor  do  I  believe  that  the  world  has  turned  far  enough  into  a 
family  of  communists  seriously  to  consider  the  pooling  by  all 
countries  of  their  holdings  of  gold.  As  long  as  nations  have 
se|)arate  national  budgets  and  obligations,  they  are  likely  to 
wi.sii  to  retain  a  distinct  ownership  of  their  assets.  The  prohh'ma 
of  reconstruction  are  immense  and  immediate;  the  new  »tnicture 
must  be  erectixi  on  tiie  most  solid  foundation  and  built  with 
matt^rial  that  is  thoroughly  tested  and  promptly  and  actually 
available. 

Nor  can  we  deal  eflfectively  with  the  foreign  exchange  questioo 
witiiout  first  freeing  our  minds  from  doubtful  theories.  We  must 
cling  to  the  old  dogma,  tliat  foreign  exchange  will  continue  to 
be  the  result  of  the  foreign  trade  and  credit  of  each  individual 
nation,  the  balance,  so  far  as  not  squared  by  the  flow  of  goods  and 
loans  and  securities  (including  bills  of  exchange)  or  bank  balances, 
remaining  to  be  settled  in  gold.  Tlie  war,  drastically  obstructing 
all  these  natural  currents,  brought  violent  and  most  regrettable 
disturbances  to  the  foreign  exchange  nutrkets.  But  we  have  seen 
that  Uie  ver>:  approach  of  tlic  armistice,  promising  the  return  of 
normal  trade  conditions,  turned  back  our  exchange  rates  towards 
their  fairly  normal  level. 

I  do  not  believe,  therefore,  that  there  is  any  necessity  for  the 
establishment  by  the  government  of  a  foreign  exchange  bank, 
which  has  been  urged  as  a  reconstruction  measure,  for  the  purpose 
of  keeping  dollar  exchange  at  par,  or  our  discount  rate  for  Imnkers' 
acceptances  at  S^  per  cent,  or  for  providing  the  countr>'  m-ith 
adequate  foreign  exchange  and  crtNlit  facilitii^  at  fair  and  iniuitable 
rates.  If  it  should  be  shown  tliat  American  hanks  and  bankers  are 
so  lacking  in  spirit  of  enteri)rise  that  our  business  men,  at  fair 
rates  of  compensation,  cannot  secure  adequate  fai  ilitiirs  for  the 
carrying  on  of  their  foreign  transactions,  then  such  luud^s  should 
be  organised. 

In  tliat  case,  however,  it  should  not  be  a  note-issuing  bank. 
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but  a  plain  and  unhampered  business  organization  under  govem- 
mcnt  control.  So  far  nothing  has  changed  my  knowledge  and 
conviction  that  the  foreign  exchange  business  in  times  of  peace  is 
being  transacted  on  the  most  modest  margin  of  profits,  that  our 
American  banks,  since  the  shackles  were  taken  off  them  four  years 
ago,*  have  moved  rapidly  into  foreign  fields  and  tliat  they  may  be 
relied  upon  to  do  their  share  in  the  future. 

Attention  has  been  drawn  to  the  preliminary  steps  taken  by 
many  European  nations  for  the  organization  of  banks  designed  to 
protect  tlie  foreign  exchanges  of  their  respective  countries.  But 
the  conditions  of  these  nations  are  not  ours.  Countries  that  are 
dependent  upon  the  importation  of  goods  and  at  the  same  time 
have  to  find  means  of  annually  remitting  abroad  large  sums  in 
payment  of  interest  and  amortization  have  a  very  real  and  serious 
problem  on  their  hands,  one  from  which,  happily,  we  have  reasons 
to  hope  to  be  immune,  at  least  for  some  years  to  come. 

With  the  vast  credit  balance  annually  accumulating  in  our 
favor,  adverse  exchange  conditions,  barring  unforeseen  emergen- 
cies, can  normally  be  brought  about  only  by  excessive  foreign 
investments  and  these  can  be  adjusted  by  a  modification  of 
our  financial  policy  at  home,  but  not  by  the  operation  of  a  foreign 
exchange  bank.  Nor  would  it  have  been  within  the  power  of  such 
a  foreign  exchange  bank  to  stabilize  our  dollar  exchange  during 
the  war. 

It  is  now  well  understood  tliat  apart  from  the.  interruption 
of  oiu"  trade  with  neutrals,  the  prevailing  and  regrettable  dis- 
turbance in  our  neutral  exchanges  was  largely  a  question  of  the 
use  of  the  proceeds  of  oiu*  loans  granted  to  our  Allies,  and  of  other 
"force  majeur"  influences  which  it  would  lead  too  far  to  enter 
into,  but  which  would  have  been  beyond  the  power  of  such  a 
bank  to  regulate.  As  stated  before,  when  the  seas  are  open  to 
our  unhampered  trade  and  when  oiur  foreign  loans  are  under 
proper  control,  with  our  huge  gold  stock  and  an  effective  discount 
market,  our  foreign  exchange  situation  can  be  protected  without 
the  creation  of  a  new  government  bank. 

Nor  is  such  a  bank  necessary  in  order  to  put  our  discount  rates 

*  It  was  only  two  yean  ago  that  the  power  was  granted  to  national  banks  to 
combine  in  holding  stodc  in  banks  organized  to  do  foreign  business.  The 
national  charter  for  such  foreign  banks  has  not  yet  been  granted,  in  spite  of 
the  urgent  and  persistent  representations  of  the  Federal  Reserve  Board. 
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on  an  equal  levd  with  tho0c  of  London.  It  cannot  be  denied  that 
it  M  an  anomaly,  which  rankles  in  the  minds  of  tome  of  our  critics, 
that  our  acceptance  discount  rate  should  at  present  be  at  4}  per 
cent,  while  tlie  British  rate  is  at  9}  per  cent  at  a  time  when  Eng- 
lan<i  \s  lK)iTowing  from  us  at  a  rate  wt*ll  in  eieess  of  4i  per  cent 

So  long,  however,  as  the  United  States  Treasury  has  to  raise 
about  one  and  a  half  billions  per  month  by  the  sale  of  Treasury 
(vrtificates  at  4}  per  cent,  it  is  evident  that  a  reduction  by  the 
fi^leral  reserve  banks  of  their  diiicount  rate  to  S\  per  cent  would 
only  have  the  effect  of  inducing  the  bunks  and  trust  companies  to 
81*11  fill  their  acceptances  to  the  federal  reserve  banks  at  that  rate, 
in  order  to  buy  Treasury  certificates  at  ^  per  cent,  or  commercial 
paper  at  6  per  cent 

In  other  words,  it  would  tend  to  encourage  expansion  and  at 
the  same  time  destroy  the  broad  market  for  acceptances  which, 
as  a  result  of  the  labor  of  several  years,  has  been  developed,  with 
a  constantly  growing  number  of  banks  purchasing  these  accept- 
ances. The  low  rate,  if  adopted,  would  be  likely  to  make  the 
federal  reserve  banks  the  only  maricet.  If.  on  the  other  hand, 
the  Treasury  reduced  its  rate  on  certificates  to  Sj  per  cent  it 
would  court  certain  failure  in  its  attempt  to  raise  the  vast  amounts 
required  each  month. 

As  against  these  conditions,  it  may  be  taken  as  a  fact  that  the 
low  acceptance  rate  established  in  England  proved  of  a  very  real 
value  to  our  Ally  on  account  of  its  bearing  upon  the  British 
Government's  gigantic  and  highly  successful  loan  operations  in 
the  home  market.  Must  we  not  ask  ourselves  whether  that  was 
not  a  sufficient  compensation  for  the  temporary  disadvantage  at 
which  we  were  placed?  Was  not  the  common  object  to  be  gained 
more  important  than  the  question  of  the  relative  position  of  van- 
tage between  allies? 

As  stated  before,  we  may  expect  that  anomalies  of  this  kind 
will  cease  as  soon  as  Treasuries  discontinue  to  issue  government 
loans  and  when  the  natural  flow  of  money  again  dictates  the  rate 
policy  of  the  countries  under  the  leadiTship  of  their  central  Itanks. 
It  cannot  take  long  for  a  natural  adjustment  to  take  place  on 
tliese  lines  and  we  can  well  afford  to  be  patient  in  the  interval. 
whether  it  extends  over  half  a  year  or  even  a  httle  longer,  during 
this  transition  period  of  reconstruction. 
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Was  it  not  the  redeeming  feature  of  the  horrors  through  which 
we  were  passing  that  for  a  common  aim  men  were  willing  to  share 
witli  one  another  suffering,  deprivation  and  death?  And  is  it  not 
one  of  Uie  most  inspiring  features  of  reconstruction  that  a  spirit 
of  com|>etition  in  giving  and  sharing  with  one  anotlier  has  come 
to  us  to  take  the  place  of  the  one-time  spirit  of  keen  competition 
for  possession  and  position? 

Is  THE  United  States  to  be  the  Leading  Financial  Country? 

In  thinking  of  financial  reconstruction  and  of  the  financial 
world  of  the  future,  do  not  too  many  amongst  us  have  this  one 
thought  uppermost  in  our  minds:  is  the  United  States  hereafter 
going  to  be  the  leading  financial  country?  In  other  words,  are  we 
going  to  take  England's  place  as  the  foremost  financial  power? 
Do  not  these  men  forget  that  if  England  were  to  surrender  her 
entire  trade  and  banking  to  us  we  should  collapse,  and  that  if  we 
were  to  unload  all  our  business  on  her,  she  would  break  down 
under  the  biu'den? 

The  whole  truth  of  the  matter  is  that  we  have  both  grown  to 
be  pillars  supp)orting  the  same  structure  and  that  neither  can  fall 
or  become  weakened  without  bringing  danger  or  disaster  on  the 
other.  England,  herself  the  owner  of  billions  of  foreign  obliga- 
tions, will  remain  the  banking  center  of  Europe,  a  world  clearing 
house  for  goods  and  credits.  I  believe  that  her  banks  and  ours 
will  be  found  in  close  cottperation,  sharing  the  burdens  in  bond 
issues  and  credits,  and  reUeving  each  other  as  the  tide  may  swing 
from  time  to  time. 

Personally,  I  think  it  is  finer  and  healthier  for  us  not  to  think 
so  much  of  the  rank  as  of  the  responsibility  of  our  position. 
Amongst  nations,  as  amongst  men,  it  is  not  prudent  to  place  one's 
self  on  a  pedestal  overtowering  the  rest.  Whoever  rises  too  far 
above  his  neighbors  ultimately  makes  himself  their  target. 

Moreover,  conditions  of  too  glaring  advantage  do  not  remain 
long  without  the  disproportion  being  adjusted  in  one  way  or  an- 
other. An  over-abundance  of  capital  and  material  on  our  part 
\*t11  soon  draw  towards  our  shores  as  an  equalizing  force  a  stream 
of  men  anxious  to  divide  with  us  our  position  of  advantage,  and 
surplus  capital  flowing  into  poorer  countries  will  help  them  to 
develop  their  own  resources.    The  ultimate  course  of  the  process 
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of  adjuBtment  will  largely  be  influenced  by  the  attitiide  and 
power  of  labor,  and  our  future  tariff  policy. 

If  I  read  aright  the  signs  of  Uie  times,  Engiand  and  the  United 
States,  soon  to  be  joined  by  fVance,  allies  of  the  past,  will  be 
partners  rather  than  competitors  in  the  future— partners  not  of 
a  close  corporation  to  the  exclusion  of  others:  it  will  be  a  partner- 
ship wide  open  for  any  respectable  new  associate  wishing  to  enter. 
Or  perhaps  we  might  more  properly  term  them  joint  trustees,  with 
others,  administering  a  great  public  trust.  If  there  is  to  be 
immediate  and  intense  competition  between  their  peoples,  it 
ouglit  to  be  on  this  one  and  only  ground:  '*Who  will  be  able  to 
save  most  in  order  to  be  able  to  help  most. " 

The  ownership  of  no  less  than  $8,000,000,000  of  foreign  govern- 
nient  obligations  (probably  billions  more  before  we  are  quite 
through)  convesrs  to  the  government  of  the  United  States  the 
possession  of  a  master  key  controllmg  the  foreign  exchange  maricet 
for  some  years  to  come. 

Nobody  is  wise  enough  to  say  today  what  the  ultimate  dis- 
position of  these  foreign  bond  holdings  will  be.  Some  bonds  may 
be*  actually  paid  off  when  due;  others  may  have  to  be  renewed  by 
our  government;  in  other  cases  foreign  governments,  when  their 
bonds  mature,  as  a  renewal  operation  may  offer  their  own  bonds 
for  sale  to  the  American  investor  (instead  of  to  our  government). 

We  may  assume,  however,  with  entire  confidence,  that  the 
United  States  is  not  going  to  be  a  hard  and  exacting  creditor. 
While  our  government  may  find  that,  as  a  matter  of  protection 
against  unexpected  economic  or  political  devdopments,  it  may  be 
advisable  to  keep  a  certain  portion  of  our  foreign  loans  in  bonds  of 
a  reasonably  short  maturity,  renewable  from  time  to  time,  there 
cannot  be  any  doubt  that  the  decisions  of  any  future  administra- 
tion concerning  the  ultimate  liquidation  or  continuation  of  tiiese 
debts  will  not  be  readied  from  mercenary  or  selfish  motives,  but 
that  they  wiU  spring  from  considerations  of  the  larger  duties 
towards  the  world  as  a  whole,  and  from  minds  fresh  with  tile 
memories  of  the  sacred  purposes  for  which  these  obligations  were 
incurred. 

It  would  imduly  tax  your  patience  to  give  a  complete  list  of 
the  things  in  which  I  do  not  believe,  but  it  may  not  be  inopportune 
for  me  to  digress  here  for  a  moment  in  order  to  express  the  hope 
u 
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that  Congress  may  see  its  way  clear  to  exempt  from  taxation  the 
interest  received  by  foreigners  on  bank  deposits  in  tlie  United 
States,  or  on  their  investments  in  loans,  discounts  or  American 
bills  of  exchange.  Other  countries,  e.g,y  England,  have  imposed 
taxes  on  income  received  by  foreigners  on  permanent  investments; 
but  England  has  never  undertaken  to  tax  foreigners  on  revenues 
from  sources  of  income  which  do  not  constitute  permanent 
investment.  England,  not  only  commercially  but  also  financially, 
is  a  (rve  trading  country,  and  it  is  largely  to  her  liberal  altitude  in 
this  respect  that  she  owes  her  position  as  the  world's  banker. 

Petty  and  vexatious  taxation  of  revenues  from  bank  balances 
and  bills  of  exchange  will  result  in  placing  a  severe  handicap 
upon  American  banks  in  their  efforts  to  give  to  American  paper 
and  American  balances  the  same  standing  as  that  enjoyed  by  their 
British  brethren.  Such  taxation  not  only  impedes  the  free  flow  of 
money  but  in  the  final  analysis  hurts  the  American  borrower, 
who  will  be  the  one  to  "pay  the  piper"  by  being  compelled  to 
stand  the  higher  interest  charges  which  would  result.  I  should 
earnestly  urge,  therefore,  that  Congress  examine  this  question 
very  seriously  when  framing  the  revenue  bill  now  under  considera- 
tion. 

Just  as  I  was  finishing  the  writing  of  this  article,  there  came  to 
my  knowledge  an  abstract  of  the  report  of  the  British  Committee 
appointed  to  investigate  the  question  of  currency  and  foreign 
exchange  after  the  war,  of  which  Lord  Cunliffe,  the  esteemed 
ex-Grovemor  of  the  Bank  of  England,  is  the  chairman.  It  was 
extremely  gratif  jong  to  find  that  the  conclusions  reached  by  this 
committee  bear  out  entirely  the  thoughts  that  I  have  ventured  to 
express  in  this  paper  with  regard  to  Treasury  borrowings,  discount 
rates  and  deflation. 

TTie  report  urges  as  prerequisites  for  the  restoration  of  an 
effective  gold  standard,  "which  should  be  restored  without  delay  "  : 

The  ceflsation  of  government  borrowing  as  soon  as  possible  after  the  war,  and 
the  provision  at  the  eariiest  possible  moment  of  an  adequate  sinking  fund  for 
the  purpose  ci  bringing  about  a  regular  annual  reduction  of  capital  liabilities; 

A  cautious  reduction  of  the  outstanding  uncovered  note  issue  and  a  greater 
coDcentratioD  and  strengthening  of  the  gold  reserve; 

And,  furthennore,  the  bringing  into  effect  of  the  ''machinery,  which  long  expe- 
u  shown  to  be  the  only  effective  remedy  for  an  adverse  balance  of  trade 
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and  an  undue  frofrtholcrcdiC  TbitOMolrfaflyiiddbedM  *'Um 
Qiakiof  effective  ol  Uw  B«iik  of  EngUiMl*!  diiooaoi  imte,  wbieb  brfcru  the  war 
opfimtedtocheckaforejgudiminoCgoMaBdUieipacdativeeKpaBriooof  ct^t.'' 
"Thii  neccttity."  tbr  rrport  tayi.  "caimot,  and  ihodd  not,  be  evaded  by  any 
attfnpt  to  continue  differential  raiee  for  booe  and  fofaipi  money  after  the  war.*^ 

Ix)rd  Cunliffe*8  sound  advice  to  let  buiiiiett  return  mm  toon  mm 
I>os.sihlc  into  its  old  and  trii*d  channek  will  no  doubt  be  heartily 
ac*chuuied  by  our  business  men  and  bankers. 

Under  the  able  leadership  of  the  Secretary  of  the  Treasury — in 
whose  retirement  we  regretfully  lose  a  courageous  and  efficient 
general,  deserving  of  the  country's  deep  gratitude, — our  task  of 
wur  financing  has  been  most  brilliantly  performed*  The  Federal 
l\v  —  ^' vstem,  now  unfolded  to  a  position  of  power  and  influence 
far  1  tJie  early  expectations  of  its  ver}-  proponents,  and  the 

hanks  of  the  country',  placed  through  it  upon  a  new  basis  of  safety 
iind  of  ^nder  scope  of  operation,  will  show  themselves  physically 
und  intellectually  equipped  for  their  larger  tasks  whenever  the 
moment  comes  for  the  Treasury*  safely  and  properly  to  return  to  a 
l>eaee  footing  in  the  exercise  of  its  own  functions. 

May  I  avail  myself  of  this  opportunity  to  state  that  I  believe 
the  (x)untr>'  is  to  be  sincerely  congratulated  upon  Hon.  Carter 
(ila^*s  appointment  as  our  next  Secretary'  of  the  Treasury*. 
Nobody  has  done  more  in  formulating  and  passing  the  Federal 
Rest»rve  Act  than  he.  Nobody  has  rendered  greater  services  than 
lie  in  keeping  out  of  harm's  way  the  schemers  and  dreamers  that 
might  have  endangered  or  wrecked  our  banking  structure.  The 
country  is  deeply  indebted  to  him  today,  and  I  am  certain  that  as 
Secretar>'  of  the  Treasury*  he  will  add  further  distinction  to  his 
record  of  public  service.  Through  five  years  of  intimate  associa- 
tion, I  have  grown  to  know  and  sincerely  admire  this  unaswiming 
and  unselfish  man  as  one  of  our  finest  citizens  and  as  a  fearless 
fighter  sacrificing  himself  without  stint  or  reser>'e  (or  whatever 


*Tbe  repoK  it  rignitoint,  furthermore,  in  its  unqualified 
that  **  the  foU  reMnrca  of  the  oovniry  should  be  heM  by  one  oentiml 
and  that  all  banks  thoukl  traufer  any  gold  now  held  by  them  to  the  Bank  a# 
England.**  That  b  eiactly  the  poKcy  the  Federal  Bcaerve  Board  penasiently 
urged  upon  Congre«,  a  policy  fortunately  adopted  and  sinoe  enacted  into  lav. 
Without  such  amendment  it  wouM  have  been  iiiipo«ible  for  the  Flpdcral  Rcaenre 
S>^rm  to  accumuUte  the  more  than  $9,000,000,000  of  gold  which  enabled  it 
auoceeifuOy  to  stand  the  unprecedented  atimtn  of  ^^**'^  the  war. 
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he  deemed  to  be  best  for  the  country.  I  consider  it  a  privilege  to 
be  pcnnitted  to  pay  him  this  tribute. 

As  military  victory  could  not  be  won  without  the  loss  of  lives, 
so  financial  victory  could  not  be  secured  without  economic 
sacrifices,  not  only  of  a  material  character,  but  also  of  principles 
which  normally  we  hold  dear.  Inflation  of  prices  and  tempo- 
rary surrender  of  individual  freedom  of  operation  are  cases 
in  point.  Success  having  been  achieved,  we  now  are  starting 
to  wend  our  way  back.  We  have  fairly  well  reached  the  top  of 
the  mountain:  we  do  not  exactly  know  whether  it  is  a  peak  or 
a  high  plateau.  The  transition  period  will  keep  us  moving  over  it, 
and  then  gradually,  as  we  ascended,  we  shall  have  to  descend 
through  the  period  of  reconstruction,  until  we  reach  the  normal 
level  of  the  future. 

Happily,  in  the  case  of  finance,  the  course  of  our  path  lies 
fairly  clearly  ahead  of  us,  because  the  relations  between  govern- 
ment and  business  had  been  defined  by  the  Federal  Reserve  Act 
on  a  modem  and  satisfactory  basis  before  the  war  broke  out. 
In  banking,  the  formula  for  private  operation  under  government 
control  had  been  found  and  put  into  effect.  Conditions  are  not 
so  clear  with  respect  to  other  and  similar  problems,  such,  e.g., 
as  the  railroads,  the  financing  of  which  forms  a  part  of  our  pro- 
gram, which  it  would  lead  too  far  here  to  discuss.  This  only  wc 
might  say  in  conclusion : 

The  war  has  accentuated  and  vastly  accelerated  the  growth  of 
government  responsibility  and  influence  in  business.  This 
development  is  world-wide  at  this  time,  it  is  natural,  logical  and 
inevitable.  While  it  will  tend  to  elevate  business,  there  is  danger 
that  unless  carefully  safeguarded  in  both  form  and  scope,  it  may 
tend  to  corrupt  and  to  debauch  government.  It  is  this  peril  that 
we  are  facing  at  the  moment  of  our  proudest  triumph,  and  it 
must  be  our  serious  concern  that  a  national  effort  bom  in  idealism 
should  not  bear  the  seeds  of  ultimate  national  decline.  The 
reconstruction  i>eriod  places  us  face  to  face  with  this  problem  and 
it  is  during  this  period  that  thoughts  will  have  to  be  developed 
leading  to  a  solution  entirely  fair  to  the  people. 

In  the  case  of  the  railroads,  it  is  not  solely  a  question  between 
seciuity  holders  and  shippers;  it  is  a  question  which  affects  on  the 
ooe  hand  the  integrity  and  safety  of  our  future  political  life,  on  the 
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other  the  very  founcUtkm  of  our  fcfloomic  development  The 
next  year  or  two  muBt  bring  forth  IcgUation  which  ought  to 
be  for  the  railro«d«  what  the  Federal  Beaerve  Act  haa  bc«n  for 
the  banks.  To  find  the  proper  formula  will  be  a  national  contri- 
bution of  the  highest  order.  It  will  be  a  diflBcult  task«  but 
just  for  that  reason  one  worthy  of  the  efforts  of  the  best  ndnds  of 
the  country.  It  is  not  solely  a  question  of  railroad  tedmique  or 
finance.  A  larger  problem  is  involved,  one  that  will  face  us  at 
every  future  step  in  the  evolution  of  the  relation  between  govern- 
ment and  private  enterprise,  the  problem  of  finding  men  big, 
trustworthy,  expert  and  independent  enough  to  measure  up  to 
the  task,  and  to  make  the  task  independent,  dean,  non-partiaan 
and  dignified  enough  to  measure  up  to  the  men. 

Until  tliat  phsLse  of  the  problem  is  solved,  government  regula- 
tion or  opcTation  in  times  of  peace  will  remain  imperfect  and  fraught 
with  dangers  threatening  to  outweigh  its  benefits.  No  time  ever 
was  more  propitious  than  the  present  for  making  a  determined 
start  in  this  direction. 

The  reconstruction  period  is  pregnant  ^-ith  the  seeds  of  good 
or  e\il;  what  it  brings  forth  will  depend  upon  the  care  and  devo- 
tion tliat  the  country  gives  to  its  problems.  It  is  a  period,  as  its 
name  indicates,  for  constructive  thought,  not  for  destructive 
criticism.  If  the  flower  of  our  manhood  is  willing  to  serve  the 
countr>'  during  reconstruction  and  peace  as  it  did  in  times  of  war. 
and  if  the  country's  new  and  larger  duties,  and  its  higher  concep- 
tions of  Uieni  have  taught  it  to  want  as  its  servants  none  but  the 
truly  best,  then  we  may  look  into  the  future  with  hope  and 
confidence  that  we  may  prove  ourselves  competent  and  faithful 
guardians  of  the  sacred  trust  which  this  glorious  period  has  placed 
into  our  hands. 
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Economic  Internationalism 

By  E.  M.  Patterson,  Ph.D. 
Univvnitgr  id  Pomiytvaiua.  PhiUciiilphk,  Pa. 

liJ'l  CH  i.s  heard  today  of  intemationalism,  both  fiolitical  and 
^  ^  economic.  The  proposed  league  of  nations,  the  growing 
interde|M*ndence  of  peoples  in  different  parts  of  the  world  and  the 
need  for  l>etter  understanding  and  more  complete  agreement  are 
all  brought  to  oiu*  attention  in  private  discussion,  on  platform,  and 
by  the  press.  At  the  same  time  mudi  is  said  of  the  necessity  for 
better  trade  organisation,  of  conmicrcial  rivalry  and  of  the  plans 
here  and  elsewhere  to  conquer  foreign  markets.  This  article 
undertakes  an  analysis  of  these  apparent  contradictions. 

In  the  past  the  economic  organisation  of  the  world  has  been 
largely  local  or  at  the  most  national.  To  be  sure,  theoretical 
writers  have  argued  for  internationalism.  The  importance  of  free 
interchange  of  goods,  of  the  removal  of  all  trade  barriers  and  of 
the  economic  brotherhood  of  man  have  been  set  forth  at  length. 
In  England  and  in  the  United  States  particularly  have  writers  on 
(vonomic  theory  been  internationalists.  In  Germany  List's 
'*  National  System  of  Political  Economy"  introduced  an  opposing 
view  which,  with  modifications,  has  been  accepted  by  most  of  his 
countr>Tnen  both  in  principle  and  in  practice,  but  even  with  list 
economic  nationalism  was  merely  a  preliminary  step  toward 
internationalism.  Progress  for  all  countries  was  in  his  judgment 
toward  freedom  of  trade,  of  the  sort  even  then  adopted  by  Bng- 
land  because  her  industrial  development  justified  it. 

The  Dominance  of  Nationaubm 

Yet  practice  has  been  curiously  and  persistently  at  variance 
with  the  theories  of  internationalism.  England  is  the  only  coun- 
try that  is  avowedly  free-trade,  the  other  ooontries  of  the  world 
having  protective  tariffs.  This  may  have  been  very  unwise  and 
ver>'  short-siphted  but  such  has  been  their  polic\\  Moreover, 
England  herself  has  been  international  in  her  conduct  only  or 
chiefly  in  her  tariff.  In  many  particulars  alie  has  been  intensely 
nationalistic  and  has  actually  set  an  example  to  the  world  in  some 
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of  them.  It  was  Lord  Palmerston  who  established  a  precedent  for 
modern  "dollar  diplomacy"  when  he  utilized  English  naval  forces 
to  compel  Greece  to  pay  interest  on  some  of  her  bonds  o\^Tied  by  a 
subject  of  Great  Britain.  This  example  has  been  followed  by 
other  governments  imtil  today  it  is  a  frequent  practice.  English 
trade  also  is  a  matter  of  national  pride  and  is  to  be  developed  not 
80  much  in  cooperation  as  in  rivalry  with  other  countries. 

Nationalism  seems  to  be  dominant  in  the  economic  life  of  the 
world.  Those  who  argue  against  it  and  in  favor  of  international- 
ism have  a  twofold  task.  First,  they  must  show  that  there  now 
exists  an  economic  organization  or  machinery  that  makes  inter- 
nationalism desirable  or  p>ossible,  or  perhaps  even  imperative. 
Second,  these  facts  must  be  presented  so  clearly,  so  convincingly 
and  so  emphatically  that  thefe  will  rapidly  appear  among  us  a 
new  conception.  A  large  part  of  the  task  is  to  adjust  our  thinking 
and  our  terminology  to  the  modified  situation. 

Some  of  the  changes  that  have  occurred  are  well  understood. 
The  growth  of  the  large  corporation,  the  increasing  part  played 
by  capital  and  the  significance  of  modem  rapid  communication 
and  transportation  are  illustrations.  Here  are  changes  great  in 
extent  and  influence.  Their  size  is  impressive,  their  activities 
are  prominently  before  us  and  their  influence  on  our  lives  is  daily 
noticeable.  Yet  much  of  our  reaction  is  merely  a  vague  impres- 
sion and  not  a  full  appreciation  of  what  has  occurred.  A  brief 
sunmiary  will  be  profitable. 

Prior  to  the  Industrial  Revolution  methods  of  agriculture  were 
relatively  crude.  In  England  the  land  was  still  in  the  hands  of 
small  holders.  In  France  a  considerable  proportion  of  the  peas- 
ants were  landholders  but  cultivation  was  hampered  by  many 
restraints  both  of  law  and  of  custom.  Germany  was  still  more 
agricultural  than  France  but  her  methods  were  antiquated.  In 
Grermany  industry  was  strongly  imder  the  influence  of  the  gild. 
The  same  was  true  but  to  a  less  degree  in  France  while  in  England 
the  domestic  system  prevailed.  Foreign  commerce  was  very 
limited.  That  of  France  was  small  in  volume,  chiefly  Euror)ean 
and  in  fancy  goods.  England's  was  relatively  large,  was  in  staples 
and  growing  rapidly.  Germany's  commercial  relations  with  the 
outside  world  were  imimportant. 

Then  came  the  Industrial  Revolution.     To  European  agricul- 
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ture  it  meaat  heavier  inveftmoits  with  an  improved  machinery 
and  a  ni*w  technique^  Manufacturinf  in  aD  oountriet  witnened 
the  rbe  of  the  factory  lyBtem,  the  increaibg  ttgnHtrance  of  iron 
and  coal  and  the  shifting  of  population  from  country  to  town.  A 
gulf  developed  between  employer  and  employe,  the  conditioo  of 
Uie  laborers,  espedally  that  of  women  and  diildren,  became  de> 
plurable.  A  larger  product  was  secured  under  the  new  metliodi 
but  a  considerable  fraction  of  it  was  sent  abroad  and  the  cooditioos 
of  the  European  factory  workers  was  worse  than  that  of  their 
fathers  and  grandfathers. 

Transportation  and  communication  also  underwent  great 
changes.  Highwa3ni  and  canals  grew  in  number,  in  size  and  m 
quality.  Steam  power  was  introduced  and  after  a  time  the  tele- 
graph and  the  telephone.  Trade  flourished,  the  desire  to  ocmtrol 
sources  of  raw  materials  and  markets  increased  and  opportunities 
for  international  rivalry  and  friction  multiplied. 

Caubes  of  Economic  Fbictiok 

The  economic  competition  which  ensued  was  intense  and  prob- 
ably me\ntable.  During  the  nineteenth  century  the  dianget 
that  have  been  so  briefly  smnmarised  swept  over  not  one  country 
but  all  of  western  Europe,  while  in  the  United  States  abo  modem 
methods  were  rapidly  adopted.  Instead  of  exploiting  widdy 
separated  countries  the  rival  commercial  and  industrial  interests 
were  brought  into  close  contact.  In  Africa,  in  Asia  and  elsewhere 
representatives  of  different  nations,  finally  including  the  United 
States,  sou^t  to  push  their  own  interests  in  opposition  to  those 
of  their  rivals. 

This  closer  contact  was  enough  in  itself  to  produce  friction  but 
the  difficulties  were  increased  because  of  the  large  amounts  of 
capital  involved.  Investments  in  land,  in  factories,  in  machinery 
and  in  transportation  grew  to  enormous  sums  and  gave  intensity 
and  momentum  to  the  movement,  ^liile  ownership  was  som^ 
what  distributed  there  was  still  much  concentration  and  imdcr 
the  changed  conditions,  control  as  distinct  from  ownership,  cen- 
tered in  a  relatively  few  hands.  In  Loiidoo,  Berlin,  Paris,  Vienna 
and  New  York  much  power  and  reqwosibility  rested  among  a  few 
small  groups. 

Another  change  appeared  as  the  result  of  the  corporate  form  of 
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otganization.  The  owners  of  a  given  property  (i.e.,  the  stock- 
holders and  bondholders)  are  not  usually  the  managers,  and  are 
conoerned  primarily  with  the  regular  receipt  of  dividends  and 
interest.  They  do  not  often  inquire  too  closely  into  policies  and 
methods  but  ordinarily  protest  with  vigor  if  tlieir  income  is  small 
or  irregular  in  appearance.  Officers  and  directors  are  under  a 
greater  pressure  to  make  profits  than  we  sometimes  realize.  Often 
a  choice  must  be  made  between  adopting  questionable  policies  and 
methods  and  facing  the  relentless  indignation  of  security  holders. 

Importance  of  Uninterrupted  Operation 

Attention  should  also  be  paid  to  the  importance  of  uninter- 
rupted op)eration  in  modem  business.  Irregularity  means  periods 
of  unemployment  or  part-time  work  with  resultant  discontent, 
unrest  and  perhaps  violence.  Fully  as  important  to  the  employer 
is  the  relentless  pressure  of  "overhead  expenses."  His  outlay  is  of 
two  sorts.  The  first  is  for  items  that  fluctuate  with  the  volume  of 
business  done.  Cost  of  raw  materials  and  freight  charges  are 
illustrations  of  expenses  that  are  greater  when  the  volume  of 
business  is  large  than  when  it  is  small. 

On  the  other  hand,  some  expenditures  must  continue  with 
little  reference  to  the  output  of  a  given  year.  Interest  on  bonds, 
insurance  premiums,  much  of  the  depreciation  on  equipment  and 
the  salaries  and  wages  of  a  considerable  staff  of  employes  must  be 
kept  up  even  though  business  is  dull.  In  many  plants  these 
"overhead"  expenses  are  larger  than  the  variable  ones. 

Heavy  "overhead "  is  largely  due  to  the  great  amount  of  capital 
employed  and  has  become  increasingly  significant  in  recent  years 
as  larger  and  larger  plants  are  built.  Continuous  of)eration  must 
be  arranged  for.  Even  temporary  cessation  means  disorganization, 
a  scattering  of  employes,  a  continuance  of  50  per  cent  or  more  of 
expenses,  and  perhaps  bankruptcy,  while  resumption  after  such 
an  experience  is  extremely  difficult.  But  continuity  of  operation 
necessitates  a  steady  and  large  supply  of  raw  materials,  some  of 
which  perhaps  come  from  abroad,  and  control  over  their  sources 
becomes  advantageous.  A  regular  market  for  the  sale  of  finished 
products  is  equally  important.  The  home  market  can  be  secured 
in  whole  or  in  part  by  protective  tariffs  but  foreign  markets  must 
be  acquired  and  held  in  other  ways.     Greed  for  exorbitant  gains 
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may  draw  maay  od,  but  rdentleit  pi«Mure  to  keep  Uie  great 
Tna<^hipe  going  ex]daiiis  much  of  the  intemity  of  competitioii  for 
coloniei  and  for  market*. 

Tkia  is  a  very  fundamental  fact  in  our  ^*^*miH»K  itnicture 
which  go«s  far  to  explain  the  eoopomie  conflict  between  diflcNOt 
countries.  Large  scale  production  by  modem  methods  means  a 
heavy  capital  investment.  This  involves  large  overhead  expenses 
and  makes  any  interruption  of  operations  dangerous,  the  result 
being  an  acute  rivalry  for  raw  materiab  and  markeU.  Tlicre 
should  be  added  yet  another  fact.  With  the  shift  of  population 
from  country  to  town  and  the  consequent  decline  in  agriculture 
(especially  noticeable  in  England)  foodstuffs  must  be  imported 
from  the  outside  and  control  of  the  sources  of  their  supply  becomes 
important 

The  forms  in  which  this  comi)etition  appears  are  familiar. 
Tariff  wars,  struggles  for  concessions,  spheres  o(  influence  and 
peaceful  penetration  are  among  the  most  important,  to  which 
should  be  added  the  rivalries  in  international  financing.  The 
privilege  of  lending  to  a  foreign  country  on  the  basis  of  securities 
to  be  resold  to  the  general  public  at  home  is  valuable.  Mofeover. 
such  loans  often  carry  witli  tliem  the  condition  that  orders  for 
certain  specified  supplies  shall  be  placed  in  the  country'  whose 
bankers  underwrite  tlie  loans. 

Outcome  of  Intense  Competition 

The  effects  of  the  ensuing  struggle  are  of  two  sorts.  One  is  to 
bring  the  rivals  to  see  the  folly  and  tho  dan^rs  of  continuing  the 
competition.  Within  the  United  States  tiiis  result  has  long  been 
apparent.  Years  ago  our  railroads  realised  that  cutthroat  com- 
petition meant  bankruptcy.  They  abandoned  it  for  pooling  and 
when  poob  were  made  illegal  other  forms  of  association  and  of 
consolidation  were  devised.  In  recent  years  they  have  competed 
in  service  rendered  but  not  in  rates.  The  disasters  of  competition 
between  sudi  large  enterprises  has  been  recognised.  In  the  inter- 
national field  there  arc  many  illustrations  of  the  same  tendency. 
Competition  is  disastrous  and  international  organisations  in 
banking,  transportation  and  manufacturing  follow.  CoOperatioB 
between  units  formerly  competitive  prevents  the  disasters  that 
might  otha-wise  follow. 
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Consolidations  may  occur  but  the  outcome  is  sometimes  differ- 
ent, for  comiH'titors  do  not  always  compose  their  disputes.  In- 
stead of  agreeing  on  some  plan  for  codi>erating  they  may  prefer  to 
continue  the  struggle  to  their  own  injury  and  often  to  the  great  loss 
of  the  pubhc.  This  is  constantly  occurring  in  many  industries, 
a  good  illustration  being  the  retail  grocery  business  where  failures 
are  numerous.  If  the  field  of  competition  is  of  international 
interest  each  competitor  may  appeal  to  his  government  and  to 
his  fellow  citizens  for  their  moral  or  material  support.  Feeling 
may  develop  which  will  result  in  open  conflict  of  which  illustrations 
are  numerous.  Rival  claims  in  South  Africa,  English  and  French 
eagerness  to  control  the  Upper  Nile,  French  and  German  friction 
in  Morocco  and  Russian  and  English  desire  for  supremacy  in 
Persia  are  a  sufficient  list  for  the  purpose.  Dispute  over  the  route 
of  the  Bagdad  Railway  or  the  control  of  an  imp)ortant  seaport  may 
bring  great  states  to  open  warfare. 

It  may  be  argued  that  the  conditions  described  are  those  of  a 
past  epK)ch.  This  may  be  true,  but  there  are  grounds  for  doubt. 
The  war  has  not  diminished  the  importance  of  large  scale  produc- 
tion but  increased  it.  To  meet  the  demands  of  war  many  plants 
have  been  enlarged,  machinery  has  taken  the  place  of  labor  and 
output  has  been  standardized.  Production  in  many  lines  is  possible 
on  a  larger  scale  than  ever  with  a  capital  investment  greater  than 
in  the  past.  Pressure  to  keep  an  industry  going  will  increase 
rather  than  diminish,  for  even  more  will  be  lost  if  the  plant  stops. 

Still  another  change  has  occurred.  Government  control  and 
operation  of  industry  have  grown  rapidly  to  meet  the  war  need  and 
some  of  this  new  power  will  not  be  readily  nor  quickly  surrendered. 
Railroad  and  telegraph  and  telephone  companies  may  not  be 
returned  at  once  to  private  control  and  the  influence  of  govern- 
mental bodies  over  price,  quahty  and  market  conditions  will 
remain  for  a  time. 

A  DlSCOURAGIKQ  OuTLOOK 

With  these  two  facts  as  stated  what  will  be  the  outcome? 
Larger  aggregations  of  capital  are  in  existence  than  ever  before. 
There  is  governmental  organization  for  controlling  and  directing 
this  industrial  machinery  to  any  desired  end  and  we  face  the  prob- 
ability that  the  entire  economic  life  of  a  country  will  be  adjusted 


ATIONAUAM 

for  a  conflict  with  that  of  ri vak  in  the  worid'a  mafk<iti.  No ! 
will  there  be  a  itnig^  of  merchant!  in  Berlin  against  merdianta 
in  Paris,  manufacturers  of  the  United  States  against  those  of 
!W  !.  binkers  <rf  P^ffis  against  those  ol  London.  All  of  the 
•  resources  of  Germany  will  be  ooardinat<ed  and  pitied 
list  those  of  her  competitors  who  in  turn  will  have  similarly 
(trganised  against  Germany  and  against  each  other. 

In  the  past  Germany  has  carried  this  idea  farther  than  her  rivals 
and  she  will  probably  coDtinue  her  old  methods.  But  the  exam- 
ple she  has  set  is  being  imitated  elsewhere  as  is  dearly  shown  m 
the  books  and  articles  that  are  appearing  on  all  hands.^  In  our 
own  country  combinations  for  export  trade  have  been  hyJiied, 
banks  may  cooperate  in  the  establishment  of  foreign  brandies, 
subsidies  are  being  asked  and  other  measures  are  bdng  taken  to 
coordinate  all  of  our  efforts  for  the  capture  of  foreign  marketa. 
In  England,  the  home  of  individualism  and  the  stronghold  of 
laiiseMfttire,  is  to  be  found  the  same  tendency. 

The  picture  is  a  dark  one.  Whole  countries  organised  against 
each  other  possess  a  power  and  acquire  a  momentum  that  add  to 
the  dangers  inherent  in  a  commercial  conflict.  Subsidies  may  be 
given,  '*key'*  industries  recognised  and  protected,  one  line  of 
business,  e.g.,  banking  abroad,  may  be  ccmducted  at  sli^t  gain 
or  even  at  a  loss  for  the  sake  of  profits  received  from  an  export 
trade  encouraged  by  the  banks,  in  fact  all  profits  might  be  sacri- 
ficed for  a  time  for  political  or  other  ends. 

If  this  were  merely  a  vision  of  the  possibilities  in  a  distant  future, 
it  would  be  of  academic  interest  but  no  more.  Instead  it  is  a  fact 
confronting  us  in  the  immediate  present.  If  we  drift,  our  solu- 
tions may  be  worked  out  with  little  coosdous  guidance  from  any- 
one, but  probably  not.  Instead  we  may  drift  into  another  con- 
flict even  more  serious  than  the  one  just  ended.  Nationalism 
was  intensified  during  the  war  and  has  even  grown  during  the 
discussion  of  the  terms  of  peace. 

"Protection"  Must  Be  DwrmED  Anew 

This  tendency  to  unify  the  economic  life  of  each  country  intro- 
duces modifications  of  thou^t  and  policy  in  many  directions. 
Protection  is  no  longer  a  matter  of  import  duties  oo  certain 

>  See,  for  wplMlie  articles  in  Ihh  iiilwMbylCi— ■.CohrgrMwIf  jppmnot 
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specified  commodities.  In  the  words  of  Gninzel  it  is  "neither 
more  nor  less  than  the  sum  total  of  the  measures  adopted  by  the 
national-economy  unit  for  the  purpose  of  advancing  its  interests  in 
the  field  of  world  economy."  Control  is  exercised  over  the  impor- 
tation and  exportation  of  commodities,  over  the  movement  of 
capital  into  and  out  of  a  coimtry  and  even  the  emigration  and 
immigration  of  peoples  is  subjected  to  strict  supervision. 

Reference  was  made  above  to  the  ways  in  which  the  problem 
has  been  handled  within  each  country.  Competitors  may  get 
together  thus  ending  the  losses  due  to  reckless  underselling  or 
they  may  continue  their  rivalry  with  disastrous  results  to  the 
public  as  well  as  to  themselves.  If  the  first  plan  is  followed  there 
develops  a  twofold  danger.  Business  is  conducted  primarily  for 
profit,  product  being  merely  a  means  to  that  end.  A  combination 
of  competitors  may  acquire  a  monop>olistic  control  and  utilize  it 
to  raise  prices.  This  places  on  the  community  a  financial  burden 
that  may  be  unduly  heavy  but  would  not  be  so  serious  if  it  were 
not  necessarily  accompanied  by  a  restriction  of  output.  In  order 
to  maintain  prices  at  a  higher  level  production  is  curtailed  and  we 
must  content  ourselves  with  (1)  a  smaller  volume  of  goods  which 
are  (2)  sold  at  a  higher  price. 

In  order  to  minimize  these  diflSculties  we  have  imposed  numer- 
ous restraints  upon  monopoUes.  One  is  to  prevent  their  forma- 
tion or  to  dissolve  them  after  they  are  organized,  a  procedure 
which  has  met  with  rather  indifferent  success.  The  other  plan, 
also  far  from  successful  though  much  better,  has  been  to  recognize 
the  monopoly  or  even  to  encourage  it  but  to  dictate  the  price  and 
other  conditions  under  ^which  its  commodity  or  service  must  be 
furnished  to  the  public.  This  policy  has  been  applied  especially 
to  the  group  referred  to  as  public  utilities. 

CoMPETinoN  Versus  Cooperation 

Another  way  of  describing  the  tendency  is  to  say  that  competi- 
tion is  gradually  yielding  to  co5peration.  In  our  p>ersonal  rela- 
tions we  still  compete  but,  after  all,  our  cooperation  is  of  far  more 
importance.  Even  a  casual  survey  of  one's  relations  with  his 
fellows  shows  how  much  he  is  dependent  upon  them  and  their 
activities.  He  still  competes  with  them  or  with  some  of  them 
but  in  a  relatively  limited  field.     The  same  is  increasingly  true  of 


EcoNomc  bmoucATioiiAUMf  • 

our  domestic  reUtioDB  in  gencnU.  One  oorporaticNi  depends  on 
many  others,  etch  industry  can  opermtc  suoasfuUy  only  if  oUiers 
do  the  same,  one  |>art  of  our  economic  life  functions  to  best  advan- 
tage when  the  others  do  likewim.*.  Interests  that  are  common  aie 
after  all  more  numerous  than  interests  that  are  divcfgent  or 
antagonistic. 

Against  the  dangers  that  arise  we  may  endeavor  to  guard  by 
still  more  complete  cooperation*  utilizing  our  governmental 
organisation  to  assist  us  in  getting  satisfactory  results.  The  fact 
that  the  results  attained  are  so  imperfect  does  not  demonstrate 
that  they  are  not  better  than  would  prevail  if  there  were  no  such 
arrangement.  Is  it  too  much  to  hope  that  thLs  cooperation  may 
be  increased  within  each  country  and  extended  more  fully  in  the 
international  field .^     What  is  the  outlook? 

First  it  may  be  observed  that  many  competing  corporations 
have  already  recognised  that  the  accident  of  their  location  under 
different  governmental  auUiority  is  by  no  means  the  final  consider- 
ation.  Working  agreements,  holding  companies  and  other  devices 
for  unified  effort  abound.  International  combination  is  in  some 
industries  an  accomplished  fact  and  will  spread  rapidly.  Proba- 
bly its  extension  would  be  still  more  rapid  and  certain  were  it  not 
for  the  intensity  of  our  nationalism.  The  belief  in  the  common 
interests  of  the  individuals  residing  within  a  given  geographical 
area  is  very  persistent  and  deep  seated.  All  of  the  advantages 
that  inhere  in  such  a  conception  need  not  prevent  our  recognition 
of  its  tendency  to  retard  international  consolidations. 

Yet  if  our  transportation  companies,  industrial  establishments 
and  banks  come  together  in  an  attempt  to  control  the  world 
market  they  may  become  a  universal  menace.  *' Trusts*'  within 
a  given  country  may  curtail  output  and  raise  prices  or  in  other 
ways  prove  injurious  and  such  practices  mio^  presumably  be 
employed  in  the  broader  world  field.  Against  sudi  a  contingency 
the  only  protection  seems  to  be  international  cooperation  of  some 
kind,  presumably  to  be  secured  best  through  a  Lc^tgue  of  Nations. 

The  second  possibility  in  the  international  fidd  has  already 
been  suggested.  Instead  of  private  working  agreements  or  con- 
solidations of  companies  in  different  countries,  there  may  be  devel- 
oped a  close  organisation  of  all  industries  in  each  country  witfi 
governmental  cooperation  and  supervision  for  the  purpose  of 
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vigorous  and  probably  ruthless  competition.  The  driving  force 
of  such  combinations  would  be  enormous.  They  would  acquire 
such  a  momentum  and  become  so  reckless  of  consequences  as  to 
make  war  inevitable.  Either  international  "trusts"  or  a  scram- 
ble for  trade  by  competing  nations  will  be  dangerous.  Neither 
would  be  a  solution  of  our  difficulties  nor  furnish  us  the  interna- 
tionalism that  is  needed. 

In  the  light  of  past  experience  and  present  tendencies  it  may  be 
observed  that  the  task  of  internationalism  is  complex.  The  advan- 
tages of  large  scale  production,  of  the  corporate  form  of  organi- 
zation and  of  the  extensive  use  of  machinery  rather  than  human 
labor  must  be  retained.  There  must  not  ensue  a  scramble  for 
profits  that  will  precipitate  another  war  nor  must  international 
trusts  be  jjermitted  to  curtail  output  or  to  charge  excessive  prices. 
To  forecast  the  forms  of  organization  or  of  agreement  necessary  to 
attain  these  ends  involves  more  prophetic  vision  than  the  writer 
possesses,  but  some  of  the  factors  that  will  help  or  retard  the 
movement  may  be  indicated. 

Forces  Opposing  Internationalism 

Influences  operating  against  the  development  of  economic 
internationalism  are  strong  and  persistent.  One  is  the  fact  that 
business  is  conducted  primarily  for  profit.  Product  is  of  import- 
ance to  the  individual  only  as  it  contributes  to  that  end.  So 
general  is  this  that  one  is  apt  to  overlook  its  significance.  Concern 
for  profit  leads  each  of  us  to  adjust  his  business  in  such  way  as  to 
secure  the  largest  number  of  doUars  for  himself.  This  may  be 
accomplished  by  means  of  a  large  output  of  wheat,  cotton  or  shoes 
thus  furnishing  the  community  with  more  commodities.  On  the 
other  hand,  more  money  may  often  be  made  by  driving  out  a 
competitor  with  methods  that  may  not  add  to  the  volume  of 
goods  produced  but  may  even  give  to  the  community  less  product 
and  iK)orer  service  than  before.  Or  if  control  of  the  market  is 
sufficient  it  may  be  profitable  to  destroy  commodities  or  plan  to 
curtail  futiure  production.  The  smaller  vohime  of  output  may 
sell  for  so  much  more  per  unit  as  to  yield  a  greater  return. 

This  idea  is  firmly  entrenched  and  permeates  most  of  our  think- 
ing on  economic  questions.  Profit,  even  at  the  expense  of  product, 
is  so  obviously  advantageous  to  separate  enterprises  that  one 
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readily  antmnci  that  the  tame  poUcj  if  punued  bj  all  will  remilt 
in  a  general  gdn.  That  it  does  not  have  mch  a  leeiih  does  do! 
call  for  elaboration  nor  is  it  neeevary  to  dwell  at  length  on  the 
fact  that  the  exaltation  ol  proit  even  with  a  lots  of  fvoduct  is  not 
a  view  peculiar  to  trust  magnatf  and  captains  of  industry.  AD 
of  us  are  influenced  by  it  and  struggle  more  or  less  Tigofonsly  to 
secure  and  retain  monopolistic  advantages.  Apparsotfy  the  view 
will  yield  only  under  pressure  from  some  strong  counUf acting 
influence. 

Business  primarily  for  profit  rather  than  for  product  appeals 
the  more  strong  because  our  interests  as  consumers  are  so 
diffused.  A  small  cotton  crop  means  a  hi^er  price  for  cotton 
than  if  the  crop  were  large  but  after  all  only  a  small  fraction  of 
one's  income  is  spent  for  cotton  and  it  is  pleasant  to  think  of  large 
profits  for  cotton  producers,  even  though  they  may  have  deliber* 
ately  ciutailed  output.  We  hold  the  same  view  with  referenee  to 
all  of  the  other  articles  we  consume,  finding  it  di£Bcult  to  develop 
enough  interest  in  any  one  direction  to  protest  ^fl*"*«»  the  loss. 

This  attitude  toward  profits  affects  not  only  domestie  enter- 
prises but  international  affairs.  A  large  and  properly  diversified 
product  is  by  all  odds  the  result  to  be  desired  but  the  longing  for 
profits  predisposes  us  to  favor  those  plans  and  policies  which  seem 
to  contribute  most  immediately  and  directly  to  that  end.  Profits 
from  foreign  trade  in  steel,  in  meat  and  in  grain  are  sou^t  and 
approved  with  little  or  no  reference  to  the  more  important  consid- 
erations for  all  concerned,  viz.,  the  volume,  character  and  destina- 
tion of  the  commodities.  The  output  may  be  small,  the  price 
hi^,  the  gains  secured  by  foreigners  or  by  a  limited  group  in 
one's  own  country  but  the  magic  of  the  word  ^'profits"  quiets  all 
discussion. 

A  curious  result  of  this  viewpoint  is  found  in  our  thou^tless 
approval  of  an  excess  of  merchandise  exports,  a  so-called  "&vor- 
able**  balance  of  trade.  Ordinarily  approval  is  given  to  such  a 
balance  with  but  little  thought  of  it^  significance.  One  reason  is 
presumably  the  effect  of  the  word  "favorable**  on  one's  thinking. 
It  suggests  something  that  should  be  desired  and  is  to  be  approved* 
thereby  giving  an  important  illustration  of  ''bagging  the  question.** 
That  the  crprgMJOH  is  merdy  carried  over  from  a  time  sevcial 
hundred  years  ago  when  an  excess  of  merchandise  exports  and  an 
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importation  of  gold  and  silver  was  of  real  advantage,  is  usually 
overlooked.  That  for  some  countries,  at  some  times,  an  import 
bftbttioe  of  merchandize  is  the  better;  that  any  country  which 
exports  its  capital  is  to  that  extent  limiting  the  amount  of  possible 
investment  in  its  domestic  industries;  or  even  that  an  export 
balance  of  merchandise  for  every  country  is  an  impossibility, 
seldom  occurs  to  us.  An  export  balance  for  the  United  States  at 
all  times  is  assumed  to  be  the  best  and  any  intimation  to  the  con- 
trary or  a  suggestion  that  the  matter  be  argued  on  its  merits,  is 
met  with  discouragement. 

Attention  may  also  be  called  to  the  belief  in  national  self-suffi- 
ciency as  an  ideal  and  in  the  superiority  of  one's  own  national 
customs  and  institutions  over  others.*  These  beliefs  lead  at  once 
to  the  advocacy  of  heavy  protective  tarifiFs;  to  plans  for  **  imperial 
preference";  to  the  encouragement  of  manufacturing  goods  at 
home  regardless  of  cost;  and  to  a  determination  that  any  and  all 
products  of  one's  own  country  must  be  pushed  with  vigor  in  other 
lands.  Governments  are  so  impressed  with  this  view  that  they 
exert  themselves  most  vigorously  to  assist.' 

Influences  Favoring  Internationalism 

Tliese  influences  are  by  no  means  the  only  ones  but  suggest  the 
observation  that  much  of  the  task  is  that  of  changing  our  way  of 
viewing  many  economic  matters,  of  becoming  more  willing  to  face 
facts  and  analyze  problems  on  their  merits.  So  difficult  does  this 
seem  and  so  much  of  a  revolution  in  our  thinking  is  implied  that 
it  is  well  to  point  out  at  once  some  of  the  changes  that  have  taken 
place.     Progress  is  already  being  made. 

First  is  the  fact  that  the  economic  interdependence  of  the  coun- 
tries of  the  world  is  today  more  fully  realized  than  ever  before.* 
The  war  has  shown  the  wonderful  possibilities  of  coop)eration,  both 
militar>^  and  economic.  Much  has  been  accomphshed  by  assigning 
to  each  country  the  work  for  which  it  was  best  suited  by  location 
and  resources.     In  the  division  of  duties  much  devolved  upon  the 

•  The  article  in  this  volume  by  Dr.  J.  R.  Smith  (p.  86)  clearly  presents  the 
significanoe  of  this  observation. 

*Mr.  Schmeek^ier  in  this  volume  outlines  this  work  as  it  is  being  done  at 
pcegent  by  our  own  government. 

*  For  an  interesting  analysis  of  this  the  reader  is  referred  to  the  article  by  Mr. 
Grosvenor  Jones  in  this  volume. 
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United  States  because  of  its  locadon  and  the  scarcity  o(  shipping. 
Some  of  the  conditions  have  rhanyri  but  the  signMoanre  of  the 
lesson  will  remain  and  perhaps  also  some  of  the  actual  organiaatioo 
by  which  the  results  were  secured  during  the  war. 

A  second  factor  is  the  actual  eristenee  of  an  faitemationalorgani- 
zation  in  many  industries.  Foreign  selling  agencies  and  branch 
banks  abroad  are  illustrations.  Even  the  financial  dieorganiiation 
prevailing  in  a  country  like  Mexico  can  best  be  remedied  by  a 
recognition  of  the  importance  to  her  creditors  of  her  ***^TH<f"»r 
development  along  natural  lines.*  What  is  true  of  Meiieo  ia 
presumably  true  of  Russia  and  other  countries  and  signs  are  not 
wanting  that  business  leaders  in  the  United  States  and  Kngiand 
particularly  are  aware  of  it. 

A  third  factor  is  the  organization  of  consumers.  Phxlucers* 
organisations  have  been  the  rule  but  in  additioo  to  their  numerova 
advantages  they  have  tended  to  keep  attention  eonoentrated  on 
profit.  Consumers  are  more  concerned  with  product  and  with 
product  at  the  lowest  practicable  price.  Consumers'  leagues  and 
cotfperative  societies  will  help  us  in  shifting  the  emphasis 

As  an  offset  to  the  enormous  growth  in  the  power  of  centraHaed 
government  there  is  to  be  observed  a  decentralising  movement. 
Prior  to  the  war  active  discussion  of  this  was  under  way  in  Vnaaot* 
Many  of  our  economic  interests  are  national  in  significance  aad 
in  organization  and  can  be  dealt  with  satisfactorily  only  by  a 
strong  central  government.  Others,  however,  are  more  local  in 
importance  and  cannot  be  so  well  handled  by  a  federal  or  imperial 
autliorily.  Indications  of  the  reaction  are  to  be  found  in  Ae 
demands  for  more  autonomy  by  Ireland,  Egypt  and  India  within 
Uie  British  Empire;  in  the  movement  just  mentiODed  for  a  iem 
centralised  organization  in  FVance ;  and  in  the  growing  demand  for 
more  home  rule  among  the  cities  of  the  United  States.  Attention 
is  being  attracted  also  to  the  way  in  which  the  local  authorities  in 
Germany  have  handled  many  serious  emergencies  since  the  sign- 
ing of  the  armistice  and  much  may  perhaps  be  learned  also  horn 
the  operation  of  the  Russian  Soviets  when  their  activities  can  be 
more  accurately  and  impartially  studied. 

•  For  an  daboratioo  of  this,  aee  tht  artidt  p.  180  by  Mr.  K.  D.  Trovbridcr. 
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The  Industrial  Unrest 

This  survey  is  already  sufficiently  long,  but  reference  must  be 
made  to  the  current  proletarian  movement,  to  the  phenomenon  of 
industrial  unrest.  It  has  appeared  in  diflFerent  forms  and  an 
unbiased  opinion  of  its  details  is  still  impossible.  Nevertheless, 
one  may  already  hazard  a  few  observations  regarding  its  signifi- 
cance and  its  results. 

First,  it  seems  clear  that  as  a  result  of  it  the  workers  are  to  be 
given  a  larger  share  than  before  in  the  operation  and  control  of 
their  industries.  The  Soviets  of  Russia,  Hungary  and  Germany 
and  industrial  councils  in  England  and  the  United  States  may 
differ  widely  in  many  regards,  but  in  this  they  are  similar.  Pre- 
sumably this  will  involve  some  shift  in  emphasis  from  profit  to 
better  working  conditions  or  even  to  product.  If  workers  can  be 
brought  to  appreciate  their  position  as  consumers  as  well  as  pro- 
ducers much  gain  may  follow  but  it  is  too  soon  to  speak  of  this 
with  confidence. 

Second,  one  may  observe  that  any  extension  of  the  idea  of 
industrial  instead  of  geographical  representation  in  legislative 
bodies  will  make  for  internationalism.  So  long  as  legislators  are 
chosen  to  represent  people  residing  in  a  given  area  of  land,  na- 
tionalism is  encouraged.  In  so  far  as  they  frankly  represent  a 
given  industry,  such  as  steel  or  oil,  their  interests  cannot  well  be 
confined  within  geographical  limits,  but  will  extend  as  far  as  the 
industry.  Individuals  residing  in  the  agricultural  districts  of 
East  Prussia  may  be  needed  to  advise  or  to  vote  in  a  Russian  duma 
because  of  the  close  relationship  of  the  agricultural  life  of  that 
region  to  that  of  Russia  proper.  The  lumber  interests  of  our 
great  Northwest  are  not  divided  by  the  Canadian  boundary  line 
nor  the  graeing  interests  by  that  between  the  United  States  and 
Mexico.  Charges  have  often  been  made  that  legislators  chosen 
nominally  to  represent  certain  industries  have  often  shown  undue 
concern  for  foreign  connections  of  those  enterprises.  If  this  be 
true  it  is  an  evidence  of  the  international  character  of  our  economic 
life  and  a  legislative  body  frankly  chosen  on  an  industrial  basis 
would  be  more  open  and  more  honest  and  would  be  an  important 
factor  in  the  development  of  economic  internationalism.  In 
addition  to  the  more  radical  proposals  for  such  representation  as 
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It  IS  now  Ining  tried  in  eastern  Kuru}H*  tinrr  u  to  be  noted  the 
national  gild  movement  of  England  which  detiiutely  urges  a  unity 
of  interestB  among  produoen  which  calb  for  their  organisation  as 
such,  the  state  retaining  the  f unetfam  of  safeguarding  us  as  con- 
sumers. Even  if  none  of  these  proposak  and  experiments  suc- 
ceed they  reflect  a  changed  outlook  and  a  new  point  of  view  which 
may  have  some  effect  on  our  future  institutions. 

Clearly  this  summary  of  influences  operating  for  and 
economic  internationalism  is  incomplete.  To  the  writer  the 
named  seem  the  most  important  though  it  may  wdl  be  that  in 
the  long  run  others  will  be  more  significant.  Thus  newspaper 
correspondents  in  France  have  recently  reported  that  the  free 
traders  of  that  country  are  elated  over  the  effect  of  air  transporta- 
tion on  protection.  Collection  of  duties  becomes  almost  impossi- 
ble when  goods  can  be  imported  by  airplane  and  this  may  greatly 
modify  <»r  compel  the  abandonment  of  protective  tariffs  and  so 
encourage  internationalism. 

Apparently  internationalism  must  be  built  upon  nationalism. 
For  the  present  the  influences  that  produced  economic  friction  in 
the  nineteenth  century  persist  and  are  even  magnified.  A  rivalry 
more  acute  and  dangerous  than  that  of  the  past  may  be  confront^ 
ing  us.  Desire  or  necessity  for  profit,  belief  in  the  eflicacy  of  a 
"favorable**  trade  balance  and  confidence  in  "national  self- 
suflBciency'*  combine  to  aggravate  tlie  difficulty.  Nevcrthdess 
the  conomic  interdependence  of  the  world  is  a  fact  that  is  slowly 
becoming  recognised,  there  are  some  decentralizing  tendencies 
and  out  of  today's  confusion  may  come  a  different  outlook  and  a 
new  conception  of  welfare.  With  such  changes  will  come  new 
perplexities  but  international  conflicts  may  be  fewer  and  inter- 
national cooperation  more  common. 


International  Phases  of  the  Land  Question 

By  T.  N.  Carver 
Professor  of  Political  Economy,  Harvard  University 

SUPERFICIALLY  the  land  question  would  seem  to  be  wholly 
a  national  or  a  local  question  with  little  or  no  bearing  on 
international  problems.  Fundamentally,  however,  there  are 
few  questions  of  more  far-reaching  and  enduring  international 
interest.  The  currents  of  human  migration  in  the  past  have 
been  mainly  in  pursuit  of  land.  Land  policies,  of  course,  had 
nothing  to  do  with  the  migrations  of  primitive  tribes.  These 
were  mainly  migrations  of  conquest.  Wherever  unpeopled  lands 
have  lain  within  the  jurisdiction  of  governments  strong  enough 
to  repel  invaders  the  peopling  of  such  lands  has  been  a  question 
of  the  land  i>olicy  of  the  government. 

Land  Policy  op  the  United  States 

Our  own  national  history  has  been  affected  by  our  land  policy 
more,  perhaps,  than  by  any  other  single  phase  of  our  governmental 
activity.  If  one  were  asked  to  name  the  most  important  institu- 
tion in  American  life  up  to  the  end  of  the  nineteenth  century  he 
would  not  go  far  wrong  if  he  were  to  name  the  Prairie  Schooner, 
not  so  much  for  what  it  was  as  for  what  it  symbolized.  It  sym- 
bolized the  joining  of  man  and  nature — the  making  of  effective 
contacts  between  ix)pulation  and  land,  than  which  nothing  could 
be  more  fundamental.  The  establishment  of  allodial  tenure  in 
the  northwest  territory  by  the  ordinance  of  1787  was  quite  as 
important  in  giving  character  to  our  national  life  as  the  better 
known  provision  prohibiting  slavery  and  guaranteeing  a  republi- 
can form  of  government.  This  p>opular  system  of  land  tenure 
made  land  the  private  property  in  fee  simple  of  the  individual  to 
whom  it  was  deeded  by  the  government. 

This  kind  of  land  tenure  satisfied  the  land  hunger  of  the  adven- 
turing, pioneering  type  of  man  more  fully  than  a  less  popular  and 
individualistic  form  of  tenure  could  possibly  have  done.  It  there- 
fore tended  to  stimulate  westward  migration  as  no  other  policy 
could  possibly  have  done.     Besides  it  made  land  a  merchantable 
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oommodity  and  thif  teodt  to  put  land  in  the  long  run  mto  t^ 
hands  of  those  who  can  nae  it  moet  effectively.  The  leeeco  for 
this  18  that  any  piece  of  Und  is  worth  moie  to  a  farmer  who  can 
use  it  effectively  than  to  one  who  cannot.  Where  no  obstacle  is 
put  in  the  way  of  the  free  transfer  of  land,  that  fact  will  in  the 
long  run  put  each  piece  of  land  in  the  hands  of  the  most  effldent 
user. 

Westward  migration,  however*  was  not  wholly  a  local  cr  na* 
tional  affair.  The  landless  men  came  not  simply  from  our  own 
population  but  from  all  countries  of  Europe.  If  one  had  charted 
on  a  map  of  the  world  the  currents  of  human  migration  he  would, 
to  begin  with,  have  made  the  most  important  map  ever  drawn, 
and  what  is  more  to  the  point  of  the  present  discossioQ  the  map 
would  have  shown  that  these  currents  of  human  migration  paid, 
apparently,  little  attention  to  national  boundaries.  Back  of 
these  migrator}'  currents,  and  in  a  sense  causing  them,  or  at  least 
m^lriiig  them  possible,  was  the  liberal  land  policy  of  our  federal 
government. 

Influence  of  the  Monroe  Doctrine 

The  Monroe  Doctrine  likewise  had  its  part  in  determining  the 
course  of  these  currents.  Land  seekers  from  Europe  naturally 
preferred  to  seek  land  under  a  stable  and  intelligent  government, 
rather  than  under  an  unstable  and  imdependable  government. 
The  desire  of  Eiuopean  governments  for  colonies  and  dependencies 
was  not  wholly  due  to  the  rapacity  of  autocratic  rulers.  It 
in  part  due  to  the  un\%illingness  of  land  seekers  from  those 
tries  to  settle  under  the  turbulent  and  unstable  governments  of 
Latin  America.  Our  enunciation  of  the  Monroe  Doctrine  made 
it  certain  that  land  seekers  who  came  to  the  Western  continent 
would  find  a  stable  and  dependable  government  nowhere  else 
than  within  the  boundaries  of  the  United  States.  By  conoen- 
trattng  the  cuiients  of  international  migration  upon  our  own 
shoies,  we  enormously  hastened  the  sale  of  our  public  lands  and 
the  settlement  of  our  western  territories.  There  is  no  evidence 
Uiat  this  was  the  deliberate  intention  of  the  propounderi  of  the 
Monroe  Doctrine,  but  there  can  be  no  doubt  that  it  was  one  of 
the  results. 

One  of  the  uncertainties  of  the  period  on  which  the  world  is  now 
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entering  is  the  possible  redirection  of  these  currents  of  migration. 
There  is  no  inherent  necessity  compelling  them  to  set  westward 
rather  than  eastward.  It  has  happened  since  the  discovery  of 
America,  that  vacant  lands  lay  to  the  West  rather  than  to  the 
East.  The  prehistoric  migrations  into  Europe  tended  westward 
rather  than  eastward  for  the  same  reason.  Everywhere  the 
toidency  of  rural  migrations  is  away  from  densely  p>eopled  to 
•pandy  peopled  lands. 

The  coming  of  the  Turk  into  the  western  world  was  the  last 
great  disturbance  which  turned  the  currents  of  migration  in  a  new 
direction.  Euroi>e  was  already  beginning  to  flow  back  ui>on  Asia 
when  the  Turk  arrived.  It  was  this  fact,  as  much  as  any  other, 
which  caused  Europe  to  face  westward  again  instead  of  eastward. 
The  probable  elimination  of  the  Turk  as  a  result  of  the  great  war 
may  reverse  the  process.  Eastward  Ho!  may  be  the  cry  of  the 
land  hungry  during  the  next  century.  "Ararat  or  bust'*  may 
by  the  middle  of  the  present  century  play  a  part  similar  to  that 
played  by  "Pike's  Peak  or  bust"  in  the  middle  of  the  last.  A 
liberal  land  policy  in  Asia  Minor  and  Mesopotamia  under  some 
kind  of  a  stable  and  dependable  government  will  in  all  probability 
turn  land  seekers  in  that  direction.  Without  a  liberal  land  policy 
and  without  a  stable  government  land  seekers  will  have  no  induce- 
ment to  turn  in  that  direction. 

Expanding  versus  Pent-up  Civilizations 

Another  result,  almost  equal  to  migration  in  importance  to  all 
ooimtries,  and  like  it  depending  upon  land  policies,  is  the  question 
of  the  expanding  versus  the  pent-up  ty]>e  of  civilization.  An 
expanding  civilization  is  one  in  which  population  may  increase 
indefinitely  through  the  expansion  of  the  opp>ortunities  for  gain- 
ing subsistence.  This  will  require  an  agricultural  population  to 
spread  over  wider  areas  or  to  colonize.  It  will  require  that  an 
urban  p>opulation  should  expand  its  markets.  A  pent-up  civiliza- 
tion is  one  which  maintains  itself  jjermanently  in  a  given  territory'. 
In  agriculture  this  means  the  continuous  morcellemeni  of  land  or 
the  development  of  a  numerous  agricultural  proletariat.  An 
urban  population  must  become  stabilized  both  as  to  numbers  and 
types  of  industry,  or  it  must  press  incessantly  upon  the  means  of 
subsistence.     Both  rural  and  urban  populations  are  faced  by  one, 
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and  only  one,  altaEiuiliv«.    It  will  either  beoome 

and  be  forced  to  reduce  iU  standard  of  living,  or  it  will  esccrdie 
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The  land  policy  of  the  Code  Napoleon  requiring  the  subdivi- 
sion of  estates,  while  it  looked  fair  enough,  undoubtedly  tended  to 
encourage  each  rising  generation  to  hang  around  home,  watting 
for  the  old  folks  to  die  in  order  to  get  a  share  of  the  land.  TUs 
tended  to  develop  a  pent-up  rather  than  an  expanding  type  of 
civilization.  The  English  system  of  primogeniture,  while  mon- 
strously unfair,  had  the  oppx)site  effect.  The  younger  tons, 
knowing  that  there  was  nothing  to  be  gained  by  waiting  for  a 
share  of  the  family  estate,  were  forced  out  into  the  world  to  seek 
their  fortunes  independently.  It  is  no  accident  that  those  na- 
tions that  retained  primogeniture,  or  something  like  it,  such  as 
England  and  Prussia,  have  continued  to  expand,  while  thoae 
that  adopted  the  Code  Napoleon  ceased  thereafter  to  expand. 

The  United  States,  however,  during  the  greater  part  of  the 
nineteenth  century  continued  to  expand  in  spite  of  our  adoption 
of  allodial  tenure  and  something  similar  to  the  Code  Napoleon  in 
regard  to  the  subdivision  of  estates.  This,  however,  is  primarily 
due  to  the  artificial  encouragement  which  the  federal  government 
gave  to  land  settlement  through  Uie  prefoiption,  homestead  and 
timber  culture  laws.  Since  the  practical  exhaustion  of  all  that 
part  of  our  national  domain  which  is  fit  for  settlement,  further 
expansion  has  tended  to  carry  our  rural  people  beyond  our  frtm* 
tiers  into  Canada  and  Mexico.  Recently,  however,  the  name  of 
democracy  has  been  invoked  against  further  expansion  when  it 
involves  the  spreading  of  our  people  beyond  our  present  nattooal 
boimdaries.  Notice  is  served  upon  American  cnti>rpi'>MS  that  it 
they  seek  to  colonise  as  farmers,  or  expand  their  business  as  mst^ 
chants  and  manufacturers  begrond  our  boundaries,  thegr  do  so  at 
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their  own  risk.  Our  present  political  tendencies,  in  short,  are 
calculated  to  encourage  the  pent-up  type  of  civilization  and  to 
hinder  further  expansion. 

Problems  or  an  Expanding  Civilization 
This  undoubtedly  raises  large  international  questions,  though 
like  the  question  of  human  migration  it  is  too  large  and  important 
to  be  of  any  interest  to  the  average  statesman.  An  expanding 
civilization  leads  to  a  clash  of  interests  between  nations  and  races. 
Each  expanding  race  must  sooner  of  later  come  into  competition 
for  lands  and  markets  with  some  other  expanding  race.  This  will 
require  diplomacy  of  the  greatest  wisdom  and  skill  if  we  are  to 
avoid  future  wars.  Each  nation  can  develop  a  pent-up  civiliza- 
tion without  competing  with  any  other  nation  which  is  likewise 
content  with  a  pent-up  civilization.  In  this  case,  however,  birth 
control  is  the  only  agency  that  can  avoid  ultimate  overpopulation. 
These  alternatives  present  a  rather  hard  choice  but  it  is  the  only 
choice  before  us.     There  is  no  other  alternative. 

The  possibilities  of  further  expansion  within  our  present  bound- 
aries are  scarcely  yet  appreciated.  Along  our  northern  border 
lies  a  strip  of  cut  over  timber  lands  extending  from  Maine  to 
Minnesota,  which  is  capable  of  providing  a  vast  addition  to  our 
present  food  supply.  Though  too  far  north  for  our  greatest  crop, 
com,  it  is  not  too  far  north  for  wheat,  oats,  rye  and  barley  and  it 
is  ideal  potato  land.  Potatoes  may  yet  become  our  greatest  food 
crop  as  they  have  already  become  in  Europe.  Another  area, 
equal  in  extent  and  in  possibilities  of  food  production,  is  our 
southern  coastal  plain  extending  from  Florida  to  southern  Texas. 
Lying  just  south  of  the  cotton  belt  it  is  ideal  land  for  almost  all 
truck  crops  and  is  especially  adapted  to  the  sweet  potato,  which 
is  even  more  wonderful  in  its  possibilities  than  the  white  potato, 
and  is  in  fact  one  of  the  most  remarkable  food  plants  known  to  man. 

Steps  to  Be  Taken 
Four  things  are  necessary  to  bring  these  vast  areas  under  food 
crops:  (1)  A  population  capable  of  consuming  the  crops  and  able 
to  pay  a  remunerative  price  for  them;  (2)  Means  of  transporta- 
tion capable  of  carrying  these  crops  to  the  population;  (3)  A 
change  in  the  standard  of  living  which  will  make  the  i>eople  will- 
ing to  eat  more  potatoes,  both  white  and  sweet,  than  at  present; 
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(4)  A  liberal  land  policy  with  rMpeet  to  the  recUnuitioo  and 
settlement  of  those  lands. 

Time  itself  wiD  produce  the  first  three  conditioiis;  we  must 
take  the  initiative  with  respect  to  the  fourth.  Since  these  lands 
do  not  now  belong  to  the  national  domain  they  are,  of  course,  not 
open  to  settlement  as  our  western  lands  were.  A  liberal  policy 
oo  the  part  of  our  state  govemtnents  in  co5peratioD  with  the 
federal  government  may  bring  tlicin  under  cultivatioo  as  rapidly 
as  the  needs  of  our  population  call  for  them. 

There  is  also  the  dry  farming  and  the  irrigation  farming  of  the 
arid  west  and  the  reclamation  of  considerable  areas  of  swampy 
lands  in  the  humid  area  to  be  considered.  The  possibility  of  matt 
intensive  cultivation  of  the  lands  already  under  cultivation  is  not 
to  be  ignored.  This»  however,  can  only  come  about throu^ higher 
prices  for  crops  or  the  de\^lopment  of  better  tools  and  machinery, 
unless  it  is  to  result  in  a  reduction  of  the  standard  of  living  of  the 
farming  people.  But  there  is  no  reason  to  doubt  that  the  invent- 
ors will  be  equal  to  the  task  of  devising  instniments  which  will 
reduce  the  expense  of  intensive  cultivation,  as  they  have  devised 
instruments  to  reduce  the  expense  of  extensive  cultivation  in 
the  last  century. 

With  all  these  possibilities  in  mind  there  is  no  doubt  that  we 
can,  if  we  are  forced  to  it.  produce  twice  as  much  food  in  this 
country  as  we  are  now  producing,  and  suppK>rt  approximately 
twice  our  present  population  without  seriously  reducing  our 
standard  of  living  or  greatly  increasing  the  prices  of  food  products. 
Barring  unforeseen  inventions  it  is  likely  that  some  reduction  in 
the  standard  of  living  will  be  necessary  and  some  further  increase 
in  the  prices  of  food.  While  technically  the  habit  of  eating  a 
slightly  larger  proportion  of  potatoes  would  be  counted  as  a  re- 
duction of  the  standard  of  living,  it  is  not  such  a  reductioo  as 
needs  to  be  considered  a  real  hardship. 

We  can,  in  short,  expand  our  population  considerably  within 
our  own  boundaries  without  expanding  our  foreign  markets  or 
colonizing  our  farmers.  In  so  far  as  we  can  do  this  we  shall  avoid 
competition  either  for  lands  or  for  markets  with  other  peoples. 
This  is  a  matter  of  the  ntmost  importance.  InternatioBal  coHh 
petition  for  lands  and  markets,  since  the  religious  wars,  has  been 
the  most  prolific  cause  of  war.  Anything  which  can  soften  or  poi^ 
pone  that  competition  becomes,  therrfore,  a  bask  condition  of  peaoe« 
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T^HE  boast  of  the  average  American  for  some  years  has  been 
-*-  that  the  United  States  produces  practically  all  that  it  needs 
in  the  way  of  foodstuffs  and  raw  materials.  This  has  been  the 
idea  not  only  of  the  man  of  the  street  but  also  of  the  statesman. 
The  boast  of  the  citizen  may  be  attributed  to  national  pride  and 
to  a  perfectly  human  tendency  to  brag.  In  the  case  of  the  states- 
man, the  boundless  extent  of  many  of  our  natural  resources  and 
the  rapidity  with  which  they  have  been  developed  in  recent  years 
so  amazes  him  that  he  is  often  inclined  to  magnify  the  degree  of 
our  economic  self-sufficiency.  Then  too,  statesmen  of  a  certain 
school  have  been  so  much  in  favor  of  the  exclusion  of  foreign  goods 
that  some  of  them  were  tempted  to  wish  that  the  oceans  surround- 
ing our  coasts  were  impassable  gulfs  so  far  as  trade  with  other  na- 
tions was  concerned.  These  men  proceeded  on  the  theory  that 
we  could  get  along  without  commercial  intercourse  with  other 
nations. 

That  the  degree  of  our  self-sufficiency  was  unduly  magnified  is 
only  now  beginning  to  dawn  upon  the  average  citizen.  But  if  he 
stops  to  think  he  wiU  note  the  changes  that  have  come  over  the 
United  States  in  the  past  half  century  and  will  be  deeply  interested 
to  observe  the  effects  of  those  changes.  He  will  realize  that  many 
of  our  important  foodstuffs,  such  as  coffee,  tea,  cocoa,  and  tapioca, 
come  from  foreign  lands  and  that  as  our  population  grows  we  be- 
come more  and  more  dependent  up)on  foreign  countries  for  those 
products.  If  he  considers  the  subject  of  clothing  he  will  realize 
that  we  are  absolutely  dependent  on  foreign  countries  for  our 
supplies  of  flax  and  silk  and  for  certain  classes  of  cotton,  and  that 
for  a  large  part  of  our  wool  supplies  we  must  now  look  abroad. 
These  things  are  well  known  but  in  addition  he  should  know  that 
our  manufacturing  industries  are  importing  much  of  their  raw 
materials  from  foreign  countries;  that  we  are,  for  example,  depend- 
ent on  the  Far  East  for  tin  and  antimony;  on  Peru  for  vanadium; 
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on  Runia,  Braifl,  and  India  for  mmg/uurm  ol  the  beil  gnukt;  on 
Russia  and  Colombia  for  platinum;  on  Canada  for  nkkd;  and  on 
the  StraiU  Settkmaiis»  the  Dutch  East  Indies,  and  BrasU  for 
rubber. 

Trade  Chanosi  in  Our  Early  Hutobt 

A  study  of  the  course  of  the  foreign  tfkule  of  the  United  States 
smce  178S  shows  that  there  have  been  from  time  to  time  important 
changes  in  the  character  and  direction,  as  wdl  as  in  the  volume, 
of  our  foreign  trade.  The  causes  and  effects  of  these  changes  can- 
not be  clearly  understood  unless  we  take  into  account  the  concm^ 
rent  facts  of  our  political  as  well  as  our  economic  history  and  of 
the  political  and  economic  events  in  fcMreign  countries.  It  is, 
however,  beyond  the  scope  of  this  article  to  do  more  than  indicate 
some  of  the  more  striking  incidents.  It  will  suffice  to  call  atten- 
tion to  the  fact  that  the  continental  wars  of  Europe  in  the  early 
years  of  the  nineteenth  century  gave  a  decided  stimulus  to  the 
export  trade  of  the  United  States,  just  as  the  heavy  immigration 
from  Europe  following  tlie  revolutionary'  movements  of  1848  and 
the  potato  famines  of  Ireland  of  about  the  same  {leriod  contributed 
largely  to  the  increase  of  population  and  the  expansion  of  the  agri- 
cultural mdustries  of  the  Middle  West  and  thereby  to  the  growth 
in  our  exports  of  agricultural  products.  The  passage  of  the  Com 
Laws  in  England  had  a  marked  effect  on  farm  development  in  this 
country,  while,  of  course,  the  invention  of  the  cotton  gin  several 
decades  earlier  stimulated  the  production  of  cotton  in  our  South- 
em  States  to  the  point  where  the  United  States  soon  became  the 
world's  primary  source  of  supply  for  cotton. 

The  Civil  War,  or  what  Henry  Watterson,  in  his  recent  mem- 
oirs, calls  the  War  of  the  Sections,  cutting  off  as  it  did  the  United 
States  from  its  European  sources  of  manufactured  goods,  brou^t 
about  a  marked  development  in  our  manufactures,  particularly  in 
the  North,  a  growth  which  proceeded  at  a  rapid  rate  in  the  ^vc 
succeeding  decades.  Moreover,  it  led  to  a  more  rapid  settlement 
of  the  country  west  of  the  Missiasippi,  while  sevml  decades  of 
transcontinental  railroad  building  made  avaflable  not  only  to  the 
people  of  this  coimtry  but  also  to  the  world  the  vast  agricultural, 
mineral,  and  forest  resources-of  the  great  valley  between  the  Ap- 
palachian and  Rodcy  Mountain  systems. 
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Chamoes  Since  the  Civil  War 

The  three  decades  following  the  Ci\il  War  constituted  a  period 
of  rapid  and  at  times  ahnost  feverish  development  of  the  resources 
of  all  sections  of  the  country.  This  was  the  period  of  greatest 
railroad  building  in  the  history  of  the  world  and  of  the  most 
extensive  land  settlement  and  mine  and  forest  exploitation  in  this 
or  perhap>s  any  country's  history.  It  was  a  period  of  intense  ab- 
sorj)tion  in  the  initial  development  on  a  large  scale  of  our  own  great 
agricultural,  mineral,  and  forest  resources,  a  movement  which  was 
assisted  by  a  vast  immigration  from  Europ)e  and  the  investment  of 
huge  amounts  of  European  capital.  The  development  of  the 
great  natural  resources  of  the  Middle  West  and  Far  West  was  ap- 
proaching its  climax  in  the  closing  years  of  the  nineteenth  century 
and  was  then  yielding  place  in  popular  interest  to  that  equally 
remarkable  development  of  manufacturing  industries  which  has 
been  in  effect  for  several  decades. 

The  last  fifty  years  have  also  witnessed  the  rapid  settlement  and 
development  of  other  sections  of  the  world  and  therewith  a  remark- 
able increase  in  the  world's  wealth  and  in  international  trade. 
Thus,  the  self-governing  dominions  of  the  British  Empire — Aus- 
tralia, South  Africa,  Canada,  and  India — ^have  progressed  by 
leaps  and  bounds  and  out  of  all  ratio  to  the  increase  in  population. 
Australia  advanced  first  by  reason  of  the  gold  discoveries  and  then 
as  a  result  of  the  development  of  sheep  raising  and  grain  produc- 
tion; South  Africa,  as  a  result  of  the  discovery  of  diamonds  and 
gold;  Canada,  because  of  its  agricultural  and  lumber  production; 
and  India,  by  reason  of  its  general  economic  advancement.  Dur- 
ing this  period,  Japan,  and  in  a  lesser  degree  China,  made  quick 
response  to  the  stimulus  of  occidental  ideas,  while  some  of  the 
nations  of  Europe,  such  as  Germany,  also  made  remarkable  prog- 
ress. At  the  same  time  certain  Latin  American  countries,  notably 
Mexico,  Argentina,  Brazil,  Chile,  and  Uruguay,  attained  places 
of  importance  in  the  world's  economy. 

The  fifty  years  preceding  the  outbreak  of  the  recent  war  in 
Europe  was  a  i>eriod  of  intensive  development  of  the  world's 
resources.  The  production  of  all  food  supplies  and  basic  raw 
materials  advanced  at  a  progressive  rate.  International  trade  be- 
came more  extensive  in  response  to  increased  demands  for  the  goods 
of  other  nations  and  was  facilitated  by  the  improved  mechanism 
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of  trading.  Just  as  the  buikting  of  tnuiaoootiiicntal  raOroads  as- 
sisted in  the  devdopment  of  the  resources  of  our  Western  Stattt 
and  in  the  binding  together  of  tliut  nation,  so  did  the  developmeDt 
of  the  steamship  assist  in  the  exploitation  of  Ow  resouron  of  many 
virgin  countries  and  result  in  doser  trading  rclatioDs  among  the 
nations.  With  the  slower,  smaller  tailing  irossfli,  the  f9ffiy*m^ 
development  of  such  remote  landii  as  Australia,  New  Zealand, 
South  Africa,  Japan,  China,  and  India,  would  have  been  far  less 
advanced  than  it  is  today.  The  cable  also  brought  the  nations 
doaer  and  facilitated  intc^mational  trade.  Investment  of  capital 
abroad  by  the  older  nations  of  Europe,  particularly  Great  Britain 
and  France,  and  the  comparative  peace  of  the  world  for  several 
decades  prior  to  1914,  were  a  stimulus  to  rapid  and  efficient  ex- 
ploitation of  the  resources  of  nearly  every  section  of  the  earth. 

Conditions  at  the  Close  of  ths  Ninkteenth  Ckntust 

Toward  the  close  of  the  last  century  there  was  apparent  a  de- 
cided change  in  the  character  of  the  foreign  trade  of  the  United 
States  both  on  the  import  and  on  the  exfwrt  side.  Thb  was 
coincident  with  the  change  in  the  trend  of  our  economic  develop- 
ment. The  produce  of  our  farms  was  not  mounting  in  quantity 
as  formerly.  It  began  to  appear  that  we  were  reaching  the  peak 
of  our  production  of  wheat,  com,  and  the  other  grains,  and  that 
we  had  about  readied  the  maximum  niunher  of  cattle  and  sheep 
that  could  be  sustained  on  our  lands.  This  condition  was  re- 
flected in  our  exports  although  the  rise  in  prices  beginning  in  1807 
tended  to  cover  up  the  annual  decline  in  quantity  ci  exports  in 
the  case  of  many  of  these  leading  agricultural  products.  At  this 
time  manufactured  goods  began  to  be  exported  in  increasing  vol- 
mne  and  there  was  a  corresponding  increase  in  the  importation  of 
raw  materials  and  of  semi-manufactured  products. 

Even  if  the  war  in  Europe  had  not  occurred  this  shift  in  the 
character  of  our  imports  and  exports  would  have  continued  in  the 
direction  of  an  increasing  proportion  of  manufactured  prodiads 
in  our  exports  and  of  a  corresponding  increase  in  the  proportion 
of  raw  materials  and  semi-manufactured  products  in  our  imports. 
It  would  have  been  accompanied  by  a  gradual  li({uidation  of  our 
indebtedness  to  Europe  which  had  been  created  by  Europenn 
investments  in  the  United  States,  and  also  by  a  rapid  extension  of 
investments  of  American  capital  in  foreign  lands. 
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The  recent  war  has  accelerated  certain  pre-war  tendencies  in  our 
foreign  trade  and  has  produced  conditions  that  are  decidedly  new. 
The  war  has  changed  us  from  a  debtor  to  a  creditor  nation  and 
whereas  fonnerly  we  owed  Europe  four  or  five  billions,  Europe  is 
now  indebted  to  us,  if  credit  be  given  for  the  American  securities 
still  held  there,  to  the  extent  of  nine  or  ten  billions.  It  has  given 
us  increased  financial  power.  It  has  given  us  a  merchant  marine 
which  we  probably  would  not  otherwise  have  had  for  many  years. 
It  has  brought  about  a  more  rapid  extension  of  our  trade  in  foreign 
markets  and  a  better  understanding  of  the  need  and  importance 
of  foreign  trade.  It  has  resulted  in  a  tremendous  increase  in  our 
production  of  all  clasess  of  manufactured  goods  as  well  as  of  min- 
eral, of  forest,  and  even  of  agricultural  products,  at  the  same  time 
introducing  certain  new  industries.  The  war,  too,  has  practically 
stopped  immigration.  Whereas  before  the  war  the  number  of 
immigrants  ranged  from  700,000  to  more  than  a  million  persons 
annually,  during  the  war  the  number  was  very  limited,  and  there 
is  prosp>ect  that  in  the  immediate  future  it  will  still  continue  small. 

Eftects  on  Our  Trade  Position 

All  these  changes  produced  by  the  war  have  altered  our  position 
in  international  trade  very  materially.  Our  position  as  a  debtor 
nation  required  us  to  pay  several  hundred  millions  of  dollars  to 
Europe  annually  in  interest  and  acted  as  a  spur  to  our  export 
trade,  but  by  the  same  sign  the  liability  of  Europe  to  us  for  500  or 
600  million  dollars  in  interest  may  operate,  in  the  immediate  future 
at  least,  as  a  hindrance  to  our  export  trade. 

The  war  has  also  had  a  profound  effect  upon  the  economic 
development  of  other  countries  and  has  thereby  altered  their 
standing  in  international  trade,  to  the  advantage  of  certain 
countries  and  to  the  detriment  of  others.  The  full  force  and 
effect  of  the  changes  produced  are  difl5cult  to  gauge  amid  the  un- 
certainties of  the  transition  p>eriod.  Not  until  a  conclusive  pe&ce 
has  been  signed  and  accepted  and  the  nations  have  begun  to 
devote  their  whole  energies  to  peace-time  pursuits,  can  forecasts 
be  made  with  any  assurance. 

Recovery  in  Europe 

Of  all  the  nations  of  Europe  probably  none  have  been  affected 
by  the  war  more  than  have  Great  Britain  and  Germany.    While 
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the  former  lost  b«avily  in  ihipt  and  abo  lost  tome  ground  in 
foreign  trade,  and  piled  up  a  huge  debt  iriiidi  muat  place  a  heavy 
tax  burden  upon  her  iiidu«triet,  nevertheleM  the  uecwitiii  of 
the  war  acted  as  a  ipur  and  not  only  introduced  important  new 
industries,  but  also  revitalised  most  of  the  old  ones,  which  haire 
m  many  instances  new  and  larger  plants,  mof«  modem  machinery, 
and  more  modem  methods  of  manufacture.  The  industrial  out- 
look for  Great  Britain  was  described  by  Lloyd  George  three 
years  ago  in  these  terms:  "A  new  Britain  is  being  devdopedt 
a  new  industrial  Britain.  Under  the  great  pressure  of  the  war 
we  are  increasing  and  improving  and  quickening  our  industrial 
resources  to  an  extent  which  would  have  been  impossible  but  for 
the  demands  of  this  conflict. " 

The  tfects  of  ihe  war  on  economic  conditions  in  Germany 
cannot  be  appraised  with  much  accuracy  as  yet.  This  much, 
however,  is  certain;  the  temfic  loss  of  men  must  crqiple  many 
German  industries  for  years;  irfuk  the  rdiabilitation  ol  her  rafl- 
roads  and  of  a  considerable  number  of  plants  in  whidi  machin- 
ery was  worked  to  a  feverish  limit  during  the  war,  will  require 
several  years  at  least  Moreover,  the  low  stodu  of  impor- 
tant raw  materiak  for  which  Germany  is  chiefly  dependent 
upon  other  countries,  coupled  with  her  crippled  fmancial  position, 
must  further  retard  her  resumption  of  industry'.  Then,  too,  the 
loss  of  Alsace-Lorraine  will  deprive  Crermany  of  her  most  im- 
portant source  of  iron  ore.  The  loss  of  the  coal  supplies  of  the 
Saar  Valley  would  also  have  an  effect.  Add  to  these  the  payment 
of  hea\y  indemnities,  which  will  doubtless  be  imposed,  and 
the  relinquishment  of  most  of  her  merchant  marine,  it  seems  dear 
that  it  will  be  years  before  Germany  can  again  assume  an  im- 
portant position  in  international  trade.  And  yet,  freed  from 
the  burden  of  maintaming  large  military  and  naval  establishments 
and  with  the  well-reoogniied  organising  ability  of  her  industrial- 
ists and  the  thrift  and  industry  of  her  population,  no  one  can 
predict  how  socm  Germany  will  take  an  influential  place  in  inter> 
national  trade. 

The  effects  ol  the  war  upon  the  bdustries  of  Belginn  and 
France  need  not  be  recounted.  The  numerous  blast  furnaces, 
textile  mills,  machine  slu^)s,  sugar  mills,  and  coal  mines  <rf  Belgium 
and  northern  FniMt  ha^e  been  either  completdy  wq>ed  out  or  so 
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badly  dauiaged  as  to  require  years  for  making  the  necessary 
repairs.  The  fertility  of  large  areas  of  agricultural  land  has 
been  greatly  impaired  and  himdreds  of  thousands  of  cattle  and 
work  animals  have  been  destroyed  or  consumed.  The  speed 
with  which  Belgium  and  France  are  restored  to  their  former 
industrial  position  will  depend  largely  upon  the  amount  and 
character  of  the  indemnities  they  receive  from  Germany  and 
upon  the  financial  assistance  extended  them  by  their  allies.  The 
people  of  boUi  Belgium  and  France  are  noted  for  their  habits  of 
industry  and  thrift,  and,  while  there  have  been  heavy  losses  in 
man  power,  these  losses  will  be  compensated  for  in  part  by  the 
modernizing  of  industrj^  and  the  introduction  on  a  large  scale  of 
labor-saving  machinery  and  methods.  With  Alsace-Lorraine 
France  will  not  only  secure  a  considerable  increase  in  territory 
and  population,  but  also  enonnous  deposits  of  iron  ore  which 
have  great  value  with  the  improved  processes  of  smelting  per- 
fected since  1870,  in  addition  to  valuable  stores  of  potash.  K 
France  also  obtains,  either  permanently  or  for  a  limited  term, 
the  coal  of  the  Saar  Basin,  she  will  be  in  a  position  of  greater 
economic  independence  than  she  has  been  at  any  time  since  coal 
and  iron  began  to  determine  the  industrial  importance  of  a  nation. 

The  industrial  districts  of  Poland — those  near  Warsaw  in 
particular— have  suffered  heavily  through  actual  destruction,  or 
through  pillage  by  the  Germans.  Large  textile  and  other  mills 
which  were  in  or  near  Warsaw,  Lodz,  and  other  Polish  industrial 
centers,  will  not  be  restored  to  their  former  •  activity  for  many 
months  or  p>erhaps  years. 

The  economic  rehabilitation  of  Russia  is  doubtless  the  most 
uncertain  factor  in  the  equation.  If  political  conditions  gave 
only  a  slight  promise  of  betterment  within  the  coming  year,  it 
would  be  far  easier  than  it  is  at  present  to  gauge  the  future  of 
world  trade,  since  Russia  under  ordinary  conditions  furnishes 
a  large  proportion  of  the  world's  supply  of  grain,  lumber,  hides, 
wool,  manganese,  platinum,  and  other  commodities,  and  is  now 
a  very  large  but  uncertain  debtor  to  Great  Britain  and  the  United 
States  as  well  as  to  France. 

Effects  of  the  War  in  Other  Parts  of  the  World 

While  in  most  sections  of  Europe  the  war  destroyed  or  im- 
paired industry,  in  other  parts  of  the  world  it  acted  as  a  great 
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stimuluii  to  induiitry.  Abttorptioo  ol  the  leading  countriei  xA 
Kurope  iu  the  war  stimulated  agricultiire,  mining,  and  manu- 
facturing elsewhere.  These  industries  were  stimulated  not  only 
in  the  Unit<»d  States  but  also  in  Canada,  most  of  the  Latin 
American  republics,  Japan,  China,  India,  the  Dutch  East  Indies, 
and  South  Africa.  The  sUinuhui  of  war  has  greatly  increased 
the  worid's  production  of  many  commodities,  as  for  example^ 
wheat,  com,  sugar,  and  rice,  among  agricultural  products; 
copper,  lead,  and  zinc,  among  the  metals;  iron  and  steel,  textiles, 
machine  took,  and  meat  products,  among  the  more  important 
manufactured  products. 

One  of  the  significant  eflfects  of  the  war  has  been  the  shift  in 
sources  of  supply  for  certain  commodities.  Manganese  is  an 
example.  Formerly  it  was  received  from  southern  Russia  but 
now,  so  tar  as  the  United  States  is  concerned,  it  comes  from  Brazfl. 
The  shutting  oflf  of  supplies  of  platiniun  from  Russia,  the  world's 
principal  source,  stimulated  the  production  in  Colombia,  the 
only  other  important  source.  The  inability  to  secure  optical 
^Ums  and  dyestuffs  and  other  important  chemicals  from  Germany 
has  stimulated  the  production  of  these  commodities  in  En^and 
and  the  United  SUtes. 

The  shortage  of  shipping  during  the  war  also  has  had  a  profound 
effect  upon  world  trade.  The  scarcity  of  sh^  necessitated  their 
use  on  the  shortest  routes  regardless  of  the  cost  of  commodities. 
Speed  in  delivery,  not  price,  was  the  controlling  factor.  Huge 
quantities  of  grain,  wool,  mutton,  and  hides  in  storage  in  Aus- 
tralian ports  although  they  could  be  had  at  prices  far  below  those 
of  similar  products  raised  in  the  Argentine  and  the  United  States, 
but  the  time  required  for  the  voyage  to  Australia  barred  out  most 
of  the  ships  ordinarily  engaged  in  that  trade.  The  same  was 
true  of  the  sugar  of  Java.  Time  was  of  the  essence  and  the  nearest 
market  was  given  the  preference.  This  has  had  the  effect  of 
establishing  more  direct  routes  for  American  trade.  Rubber, 
tin,  and  other  commodities  from  the  Straits  Settlements  and  the 
Dutch  East  Indies  come  to  us  directly  from  those  parts  instead  of 
by  way  of  London  and  Rotterdam.  Our  trade  with  South 
America  and  the  Scandinavian  countries  is  also  routed  more 
directly. 
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Oun  Disappearing  Trade  Balance 

Contrary  to  the  belief  of  many  Eiirop>eans,  the  war  alone  is  not 
responsible  for  the  great  increase  in  our  foreign  trade.  The  war 
doubtless  accelerated  the  development  of  that  trade,  but  the  fact 
is  that  our  trade  with  other  countries  was  increasing  in  volume 
rapidly  for  at  least  a  decade  prior  to  1914. 

Far  from  helping,  the  great  excess  of  value  of  exports  over 
imports,  produced  by  the  abnormal  war  demands  of  Europe,  has 
become  so  great  as  to  threaten  a  temporary  impairment  of  our 
foreign  trade  at  a  time  when  this  trade  is  needed  to  take  up  the 
slack  of  the  after- war  period. 

This  check  need  not  cause  alarm.  It  is  a  natural  reaction  from 
the  long  period  of  extensive  foreign  buying  in  our  markets. 
During  the  war  the  so-called  favorable  balance  of  trade  has  been 
liquidated  in  part  by  the  return  of  several  billions  of  American 
securities  and  by  the  payment  of  more  than  a  billion  dollars  in 
gold,  but  an  even  greater  amount  is  still  due  us  in  the  form  of 
British  and  French  government  loans  of  approximately  one  and  a 
half  billions,  raised  through  private  banks,  and  in  credits  of 
upwards  of  nine  billions  extended  by  the  United  States  govern- 
ment. 

It  is  clear  that  Europe  cannot  continue  to  import  in  large  volume 
from  the  United  States,  without  some  new  financial  arrangements. 
Even  if  some  satisfactory  method  of  financing  should  be  devised, 
the  new  credits  would  be  absorbed  largely  in  purchases  of  food- 
stuffs, necessary  raw  materials,  and  semi-manufactured  products 
and  not  enough  would  be  available  for  the  conduct  of  a  broad 
general  trade  on  a  very  extensive  scale. 

Europe  does  not,  however,  appear  to  be  demanding  new  credit 
facilities  in  this  country  except  for  the  most  necessary  commodi- 
ties. The  countries  seemingly  most  in  need  of  credit  are  taking 
active  steps  to  reduce  their  imports  to  the  lowest  possible  level  so 
as  to  revive  their  domestic  industries  as  well  as  to  right  the 
balance  of  trade  which  has  been  heavily  against  them  for  several 
years.  Passively  these  countries  have  withdrawn  their  support 
from  the  exchange  market  and  are  permitting  exchange  on  New 
York  to  fall,  largely  no  doubt,  with  a  view  to  making  this  market 
an  expensive  one  in  which  to  buy. 

Since  Europe  is  now  heavily  in  our  debt  and  is  desirous  of 
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incurring  as  little  additional  indebtedneai  at  powible,  and  iiiiee 
most  European  oountriea  are  not  ready  to  exjxirt  manufactured 
goods  and  raw  materiab  even  to  the  extent  of  the  pre-war  vohime, 
and  are  not  in  a  position  to  ship  much  motv  foU  m  Bquidaiioo 
of  trade  balances,  the  only  immediate  leeouise  of  the  oountrMS 
indebted  to  us  is  to  reduce  to  the  lowest  limit  possible  their  inn 
portations  from  all  sources  and  in  particular,  those  from  the 
United  States.  The  stem  facts  of  their  economic  situation  demand 
this. 

Maintaivino  Fxport  Trade,  Though  Not  ak  Export 

IUlance 

Nevertheless,  Europe  must  buy  in  this  market  large  quantities 
of  foodstuffs,  cotton,  lumber,  hides,  copper,  and  other  necessary 
raw  materials,  and  also  certain  classes  of  iron  ^d  sted  products, 
machinery,  etc.  During  the  coming  year  these  ^purchases  will 
probably  far  outrun  in  value  our  purchases  from  Europe.  How 
will  Europe  liquidate  this  unfavorable  trade  balance  in  addition 
to  paying  500  or  600  millions  of  dollars  in  annual  interest  on  her 
debt  to  us?  How  can  we  make  this  market  a  favorable  maricet 
for  Europe  to  buy  in?  There  are  several  possible  solutions  of 
this   problem,    namely: 

(1)  We  might  invest  largely  in  publio-senrioe  and  industrial 
enterprises  in  France  and  Belgiimi,  either  by  putting  capital  into 
new  enterprises  or  by  purchasing  the  securities  of  established 
companies.  Both  countries  will  require  immense  amounts  of 
new  capital  until  their  industries  are  restored  and  will  probably ' 
look  to  the  United  States  for  much  of  it. 

(2)  We  mi^ht  increase  our  iniix>rtations  of  certain  raw  materials 
or  semi-manufactured  materials.  Since,  however,  we  were 
accustomed  to  importing  these  commodities  in  large  volume 
from  Europe  before  the  war,  we  cannot  hope  to  mcrease  their 
importation  m  any  considerable  degree. 

(S)  The  liquidation,  as  formerly,  through  London  of  increased 
balances  due  certain  of  the  pnnnfasions  of  Great  Britain  in  their 
trade  with  us  would  operate  as  oflbets.  And  an  increase  in  our 
imports  of  jute,  tea,  etc.,  from  India,  of  tin  and  rubber  from  the 
Straits  Settlements,  and  wool,  hides,  etc,  from  Australia  and 
South  Africa  would,  therefore,  be  he^iful.    The  proceeds  of  the 
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of  these  commodities  really  go  in  large  measure  to  British 
capital  and  in  the  international  exchanges  operate  as  offsets 
in  the  account  of  Great  Britain  with  us.  Likewise  the  income 
from  French  and  Belgian  investments  abroad  would  opt^rate 
to  bring  up  the  items  on  the  credit  side  of  those  countries.  The 
exchange  situation  as  between  Europe  and  the  United  States 
would,  therefore,  be  helped  by  our  increased  importation  of  tlie 
produce  of  the  overseas  possessions  of  Great  Britain,  France,  and 
Belgium,  or  from  countries  in  which  they  have  large  investments. 

(4)  Exports  could  be  maintained  more  nearly  at  their  present 
level  if  the  flow  were  directed  somewhat  from  Europe  and  more 
into  other  parts  of  the  world,  either  in  direct  sales  or  in  the  form 
of  investments.  Little  would  be  gained,  however,  so  far  as  our 
trade  balance  with  Europe  is  concerned,  if  our  foreign  trade 
activities  in  other  markets  deprived  Europe  of  its  customary 
trade  in  those  markets.  The  most  helpful  activity  would  be  by 
way  of  investment.  Now  that  the  United  States  is  a  creditor 
nation  the  tendency  to  make  investments  abroad  will  be  more 
marked;  in  fact,  since  France  and  Belgium  and  Germany  will  not 
be  in  a  position  to  make  foreign  investments  for  a  number  of 
years  to  come,  and  Great  Britain's  power  to  do  so  will  be  greatly 
diminished,  the  United  States  will  be  required  by  force  of  cir- 
cumstances to  become  the  great  investing  nation.  This  will 
merely  accelerate  a  tendency  well  under  way  when  the  war  broke 
out,  for  the  field  of  our  investment  was  then  widening  so  as  to 
include  Chile,  Peru,  Argentina,  and  Brazil,  as  well  as  the  nearer 
countries  of  Canada,  Mexico,  Cuba,  Porto  Rico,  and  the  Central 
American  countries. 

(5)  The  resimiption  of  travel  in  Europe  will  doubtless  help 
to  restore  the  balance  since  it  is  probable  that  the  number  of  Amer- 
icans desiring  to  visit  Great  Britain,  France,  Belgiimi,  and  Italy 
will  be  greater  than  ever. 

(6)  The  remittances  of  Americans  to  relatives  and  friends  in 
Europe  wfll  doubtless  be  far  in  excess  of  sums  thus  sent  in  the 
past,  since  there  will  be  large  demands  on  the  generosity  of  the 
mOTe  fortunate  kinsmen  in  the  New  World.  This,  too,  will  tend 
to  restore  the  equilibrium  in  the  trade  balance. 

(7)  In  the  matter  of  payments  to  Europe  on  account  of  services, 
fis  for  instance,  freights  and  marine  insurance  on  American  goods, 
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it  if  hardly  pottible  that  the  net  outgo  will  be  as  great  aa  before 
the  war,  tinoe  we  are  now  kia  dependeot  on  foreign  ahipa  and  oo 
foreign  marine  insurance  companiet.  We  cannot,  therefore* 
look  in  this  direction  for  any  compensating  factor  in  the  trade 

balance. 

iNVBsnasNTB  IN  EuROPB  MosT  Important 

Of  all  these  possible  solutions  that  of  large-acale  investments 
in  European  enterprise  seems  the  most  practical.  A  feasible 
method  of  financing  purchases  of  machinery  and  equipment  as 
well  as  raw  materiak  for  industrial  plants  damaged  in  the  war, 
would  be  for  the  American  manufacturers  or  producers  funushing 
these  commodities,  to  arrange  with  their  bankers  or  investment 
brokers  to  take  in  payment  the  bonds  or  preferred  stock  of  the 
concern.  Or  it  might  be  financed  on  a  much  larger  scale  in  some 
such  manner  as  the  following:  A  syndicate  of  iron  and  steel 
manufacturers  in  Belgiiun,  for  instance,  might  pledge  their  joint 
n^sources  and  credit  as  security  for  loans  from  a  syndicate  of 
Belgian  banks.  The  bonds  or  notes  covering  these  loans  might 
tiien  be  sold  to  a  syndicate  of  American  bankers*  who  would 
probably  find  a  good  market  in  the  United  States  for  securities 
of  such  high  character. 

Some  satisfactory  arrangement  for  financing  the  needs  of 
Europe  will  doubtless  be  found.  This  means  that  it  is  only  a 
question  of  time  before  Europe  will  resume  heavy  buying  of  a 
number  of  raw  materials  and  many  staple  lines  of  manufactured 
goods,  such  as  iron  and  steel  products  of  various  sorts*  madiine 
toob,  factory  equipment,  and  perhaps  steel  rails,  locomotives, 
and  cars.  The  importations  of  most  lines  of  manufactured  goods 
not  urgently  required  for  the  ph>'sical  reconstruction  of  damaged 
factories  and  railroads  will  probably  be  deferred  for  a  considerable 
period. 

Hie  war,  it  is  clear,  has  changed,  at  least  temporarily,  the 
diaracter,  extent,  and  directioo  ol  our  foreign  trade.  >Miile  it 
has  freed  us  from  indebtedness  to  Europe,  it  has  made  us  more 
(Ie|>endent  on  other  parts  ol  the  world  tor  supplies  of  foodstufli 
and  many  important  raw  materials.  This  dependence  increaaea 
as  our  population  grows,  as  our  manufacturing  industries  become 
larger  and  more  diversified,  and  as  the  costs  of  interior 
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tation  in  the  United  States  become  higher.  In  addition  we  shall 
find  it  necessary  to  receive  interest  payments  on  foreign  invest- 
ments and  on  loans  to  foreign  governments  largely  in  the  form 
of  foodstuffs,  raw  materials,  and  semi-and  wholly  manufactured 
goods.  This  will  tend  to  facilitate  importation  and  to  make  us 
more  largely  dependent  on  other  countries  than  we  now  are. 
Our  proud  boast  of  economic  self-sufficiency  can  be  made  with  less 
assurance  now  than  formerly. 


The  Vital  Concern  of  Agriculture  in  Foreign 

Trade' 

By  Charubi  J.  Brakd 

Chief  ci  fkama  of  MaiImU,  United  SUitt  Di^tftaMt  oT  AfriculUirp. 

D.  C. 


nnHE  signing  of  the  aimistioe  on  Nofvember  11,  1918,  marked 
-^  the  beginning  of  the  end  of  one  of  the  most  active,  not  to  saj 
fe>*erish,  periods  m  manufacture  and  commercial  pursuita  the 
United  States  has  ever  witnessed.  Producing  industries  of  all 
kinds  and  the  trades  dependent  upon  them  had  been  woridng  at  a 
high  pitch  which  the  sudden  termination  of  the  war  ended,  leaving 
these  enterprises  with  complete  organizations  and  production 
potentialities  that  naturally  are  seeking  to  find  further  exprassioo. 
While  domestic  business  activity  is  good,  a  surplusage  of  pro- 
ducing power  exists  beyond  the  absorbing  ability  of  the  domestic 
market.  Hence  we  have  an  extraordinary  interest  in  foreign 
trade  which  feels  on  the  whole  that  something  like  the  peak-kMMi 
production  of  the  past  two  years  can  be  maintained. 

As  a  fundamental  proposition  foreign  trade  is  no  more  essential 
to  the  United  States  now  than  it  was  in  ante-bellum  days.  This 
is  true  in  reference  to  agriculture  as  well  as  other  industries.  In- 
deed, it  is  more  true  of  agriculture  for,  relatively  speaking,  expoK 
trade  in  agricultural  products  has  decreased  progrcasivdy  during 
the  last  fifty  years.  Since  1850  the  foreign  commerce  of  the 
United  States  has  multiplied  over  ten  times.  At  that  time  over 
80  per  cent  of  our  exports  were  agricultural  products.  Official 
figures  published  in  1915  showed  a  reduction  m  value  of  the  agri- 
cultural part  of  our  exports  to  something  over  47  per  cent  of  the 
whole. 

HoMs  Market  Labobbt  and  Bbst 

There  is  a  general  inclination  throu^out  the  country*  to  attadi 

an  importance  to  the  devek>pment  of  foreign  trade  that  may 

not  be  wholly  warranted.    At  any  rate  we  should  certainly  be 

rational  in  our  attitude  toward  the  question  and  not,  as  Blaik 


>  This  paper  wit  read  in  Chicafo  oo  April  «4, 1919,  at  the  Sixth  Cooveotioo 
of  the  Natiooal  FbraSgn  Tn^le  CoundL 
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Twain  once  expressed  it  regarding  onotiier  matter,  "try  to  get 
more  out  of  an  experience[than  there  is  in  it." 

The  best  and  greatest  market  is  the  home  market.  It  should 
first  be  developed  in  a  thoroughly  scientific  manner,  bearing  in 
mind  that  the  population  of  the*  United  States  has  grown  from 
a  Httle  less  than  76,000,000  to  a  little  more  than  105,000,000  be- 
tween 1900  and  1918,  an  increase  of  29,000,000.  This  is  more  than 
the  total  population  of  what  was  once  Austria.  It  should  also  be 
borne  in  mind  that  our  increase  since  1890  has  been  from  less 
than  63,000,000  to  the  present  population  of  105,000,000,  the 
increase  of  42,000,000  representing  a  population  greater  than 
the  French  Repubhc.  Brazil  is  of  course  the  most  populous  of  all 
our  Latin  American  neighbors  but  her  population  is  only  about 
25,000,000,  which  is  less  than  we  have  gained  since  1900. 

The  waste  and  disturbance  of  war  have  been  such  during  the 
past  four  years  that  it  seems  likely  that  the  demand  for  agri- 
cultural products  in  the  raw  and  manufactured  form  to  supply 
civihan  needs,  as  well  as  for  rehef  and  reconstruction  purposes, 
will  take  precedence  over  nearly  all  lines  of  export.  The  value  of 
the  agricultural  products  that  went  into  the  export  trade  in  1901 
($951,628,000)  represented  65  per  cent  of  the  total  value  of  all 
experts  for  that  year.  The  demand  for  war-making  devices  and 
materials  in  1917  was  so  great  that  the  proportion  in  1917  was 
reduced  to  SI  per  cent  of  the  total.  During  the  same  time  the 
value  of  agricultural  products  imported  grew  from  nearly 
$392,000,000,  or  47.6  per  cent  of  the  total  imports,  to  the  value 
of  nearly  $1,404,000,000,  or  52.8  per  cent  of  the  total  imports. 

Confining  our  attention  to  the  more  recent  past,  profound 
changes  have  taken  place  in  the  quantity  of  particular  kinds  of 
agricultural  products  exported  during  recent  years.  The  ex- 
ports of  cattle  decreased  from  459,218  in  1901  to  18,376  in  1914; 
those  of  beef  and  beef  products,  so  far  as  ascertainable,  from 
705,104,000  pounds  in  1901,  to  151,212,000  pounds  in  1914. 
Pork  and  pork  products  decreased  from  a  bilhon  and  a  half  pounds 
to  less  than  a  billion.  Com,  wheat,  flour  and  meal,  expressed 
generally  in  terms  of  grain,  decreased  from  397,395,000  bushels  to 
156,315,000  bushels.  Cotton  and  tobacco,  on  the  other  hand, 
showed  a  substantial  gain  between  the  years  mentioned,  although 
there  was  great  fluctuation  from  year  to  year. 


CoNOBUN  OP  Aommmmmm  m  Foudon  Tsam 


Why  Fxport  Tradk  Is  Now  Moub  Imfostamt 

Before  the  war,  agnculture's  mterest  in  the  export  trade 
diiefly  m  Ha  function  aa  an  outlet  for  lurphiaea.  It  aenred  m  this 
reapect  to  relieve  preHure  on  the  domeatie  market  IVoductioo 
was  not  undertaken  primarily  for  export  purpoiea,  ao  that  exporta- 
tion varied  greatly  with  the  sur|>luii  from  year  to  year.  So  far 
as  producers  were  concerned*  at  least,  export  trade  ^aa  not  re> 
gaided  aa  an  eaaeotial  feature  of  their  buainesa,  althou^  the  trade 
of  course  constantly  aought  export  outlets. 

The  world  war  has  wrought  a  diange  m  thia  matter.  Ph>- 
ducers  and  other  organizations  have  come  to  realijBe  the  impor- 
tance of  developing  export  trade.  They  are  asking  improvement 
m  methods,  expansion  in  the  necessary  shipping  faciKtiea,  apedal- 
ized  services  for  particular  products,  such  as  suitable  ships  for 
transporting  live-stock,  properly  equipped  space  in  ships,  partic- 
ularly for  American  fruits,  etc.  Because  of  war  conditions  they 
have  enjoyed  some  of  the  benefits  of  foreign  markets  and  the 
competition  which  they  afford,  so  that  they  have  become  interested 
in  trying  to  hold  a  fair  proi)ortion  of  the  largely  increased  trade, 
particularly  with  Europe.  This  is  neither  unnatural  nor  repre- 
hensible, but  is  the  outgrowth  of  the  trade  whidi  came  from  their 
patriotic  efforts  to  satisfy  the  needs  of  our  associates  in  the  war 
during  its  progress. 

Agriculture  is  interested  not  only  in  the  direct  export  of  raw 
farm  products,  but  it  has  a  very  great  interest  in  the  export  of 
manufactures  produced  at  home  from  farm  products.  Cotton 
and  tobacco  manufactures  of  all  kinds,  leather  and  leather  prod- 
ucts, and  many  foodstuffs,  serve  to  swell  the  total  of  the  nation's 
export  trade  by  calling  upon  agriculture.  It  is  estimated  that  m 
1918,  appioximatdy  $400,000,000  worth  of  manufactured  arti- 
dea,  prepared  firom  the  raw  materials  of  agricu]tnn\  went  into 
foreign  trade. 

NormaDy,  raw  cotton  is  the  largest  single  item  in  our  foreign 
commerce.  The  approximate  annual  value  of  the  part  of  the 
crop  that  is  exported  is  $600,000,000.  With  the  growth  of  im- 
ports from  other  countries,  the  national  importance  of  cotton 
to  our  trade  balances  has  been  very  great  Cotton  has  not 
enjoyed  the  protection  of  a  governmental  guaranty  of  price 
as  has  wheat;  therefore  fluctuations  affecting  the  well-being  ol 
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millions  of  producers^andMaborers  have  marked  the  whole  war 
period.  A  serious  situation  exists  at  the  present  time  in  the  cot- 
ton belt,  due  to  inability  to  find  a  market  for  the  lower  grades  of 
cotton  that  constitute  a  part  of  every  crop.  Before  the  war, 
Germany  and  Austria  took  about  3,000,000  bales  of  our  cotton. 
A  relatively  large  proportion  of  their  takings  was  made  up  of  low 
grades.  For  four  years  now  there  has  been  a  tendency  toward 
accumulation  of  such  qualities,  so  that  at  the  present  time,  while 
Middling  cotton  is  bringing  a  fair  price,  the  lower  grades  are 
bringing  so  much  less  as  to  put  them  practically  on  the  basis  of 
a  pre-war  value. 

Persons  not  familiar  with  the  cotton  situation  are  inclined 
to  be  quite  critical  of  cotton  prices.  They  should  bear  in  mind 
that  for  practically  two  years  Middling,  the  average  grade,  has  in 
reality  been  bringing  a  premium,  while  all  of  the  grades  below 
Middling  have  been  suffering  discounts  of  great  severity.  Good 
Ordinary,  the  lowest  grade  of  white  cotton  hitherto  deliverable  on 
future  contracts,  is  now  priced  at  least  ten  cents  below  Middling, 
whereas,  through  many  years  under  normal  conditions,  its  relation 
to  Middling  was  only  from  one  and  one-half  to  two  cents  off. 

The  importance  of  cotton  to  the  exchange  situation  and  to  our 
trade  balances  is  such  as  to  make  this  product  a  national  and  not 
a  sectional  issue.  Formerly  the  cotton  producer  was  even  more 
dependent  upon  foreign  trade  than  now.  With  the  great  in- 
crease of  spindleage  in  the  United  States,  home  consumption  of 
the  raw  material  and  export  of  manufactures  have  grown  apace. 
Nevertheless,  practically  50  per  cent  of  the  crop  is  still  expK)rted 
in  normal  years.  Shipping  conditions,  foreign  production,  financ- 
ing facilities,  foreign  stocks  and  consumption  are  all  of  decidedly 
vital  concern  to  millions  of  our  citizens  who  grow  cotton  and  to 
additional  miUions  indirectly  dependent  upon  them. 

The  United  States  has  always  enjoyed  a  considerable  export 
market  for  her  grain  crops.  This  trade  developed  in  the  face  of 
distinctly  adverse  conditions,  largely  the  outgrowth  of  our  own 
lack  of  system  and  lack  of  uniformity  in  the  grading  of  grain  and 
its  certification.  The  normal  annual  export  of  wheat  before  the 
war,  based  on  a  ten-year  average,  was  about  110,000,000  bushels. 
With  the  acute  need  for  food,  the  export  of  both  wheat  and  flour, 
in  terms  of  wheat,  of  the  1918  crop,  are  exp)ected  to  be  about 
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800,000,000  biiabdi.  Needk«  to  say.  thk  ffmi  qaanttty  will 
not  be  exported  in  future  yean,  m  ki|^  prices  have  stimulated 
domestic  production  in  Europe,  and  the  return  of  peace  will  re- 
sult in  a  relatively  greater  aatitfying  of  home  wants  by  home  pro- 
duction. Fiirthmnore,  this  export  was  enjoyed  by  the  United 
States  in  good  part,  because  of  the  loss  of  tonnage  occasioned  by 
U-boat  activities.  In  the  future  Argentina,  Australia,  Canada, 
Tndia,  Algeria  and  other  wheat-piodncing  coontries  will  oompete 
witli  us  for  their  former  proportion  of  the  world's  demand. 

Obstaclbb  to  Exports  in  thk  Past 

In  1015,  the  Congress  passed  the  United  States  Grain  Standards 
Act,  which  requires  the  use  in  all  interstate  and  foreign  commerce 
of  grades  established  by  the  United  States.  During  1016,  Mr. 
Moomaw,|the  specialist  in  foreign  market  investigations  of  the 
Bureau  of  Maricets,  found  in  Europe  a  general  prejudice  against 
American  grain.  With  few  exceptions,  importers  expressed  a  dis- 
position to  buy  such  grain  only  when  they  could  not  purchase  their 
supplies  elsewhere,  or  when  American  grain  was  decidedly  cheaper. 
This  situation  arose  partly  from  natural  causes.  The  United 
States  is  an  enormous  consumer  of  her  own  products,  a  condition 
which  naturally  results  in  keeping  at  home  a  relatively  large  pro- 
portion of  the  best  qualities  of  any  product  The  artificial  factors 
in  the  situation  were  absence  of  uniform  grades  and  enforced  use 
thereof,  lack  of  proper  facilities  for  conditioning  grain,  willingneM 
on  the  part  of  some  traders  to  ship  against  their  export  contracts 
grades  that  would  not  satisfy  domestic  contracts,  and  lack  of 
knowledge  of  the  proper  conditions  for  successful  shipping. 

Broadly  speaking,  commercial  competition,  ^nth  unrestricted 
markets  and  freedom  of  transportation,  produces  a  condition 
under  which  there  can  be  but  one  price  at  the  same  time,  for  the 
same  quantity  and  quality,  of  the  same  conmiodity,  in  the  same 
nuu'ket  Any  notable  variation  from  this  condition  will  resolt  in 
temporary  disturbance.  A  lower  price  by  one  enterpriser  wiD 
tend  to  result  in  the  exhaustion  of  his  stock  in  advance  of  other 
available  stocks.  The  highest  priced  stock  of, any  particular 
commodity  will,  other  things  being  equal,  be]{the  last  one  tojgo 
into  consumption. 

In  the  de\^lopment  of  our  export  trade,  it  is  important  to  keep 
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iuch  principles  and  facts  as  these  in  mind.  It  is  true  that  special 
conditions  such  as  tariffs,  financial  stringencies,  lack  of  transporta- 
tion facilities,  inonoix)lization,  control,  etc.,  may  modify  to  some 
extent  at  any  time  the  present  operation  of  these  principles.  Never- 
theless, except  in  so  far  as  their  operation  is  artificially  interfered 
with,  they  are  always  effective.  Labor  goes  where  wages  are 
highest  Manufacturers  engage  in  the  production  of  goods,  or 
daases  of  goods,  which  promise  the  highest  relative  profit.  Capital 
seeks  investment  where  interest  rates  (with  safety)  are  highest. 
Buyers  generally,  the  world  over,  no  matter  what  they  seek,  go 
where  they  can  supply  their  needs  at  the  lowest  prices. 

Prices  and  Quality  Both  Important 

The  first  requisite  to  success,  therefore,  is  that  prices  be  rela- 
tively reasonable.  This  fact,  I  believe,  should  particularly  be 
borne  in  mind  at  the  present  time  in  the  marketing  of  the  remain- 
der of  our  1918  cereal  crop  and  in  the  disposal  of  the  huge  crop 
that  is  promised  by  present  indications  for  the  current  crop  year. 

Producers  of  grain,  in  all  of  the  important  growing  areas,  are 
keenly  interested  in  retaining  such  part  of  the  present  export 
trade  as  is  possible,  having  in  mind  not  only  the  immediate  but 
more  distant  future.  To  do  this,  prices  must  first  be  right;  but 
then  the  business  can  be  held  only  upon  condition  that  the  exporters 
dehver  to  Eurof)e  grain  that  compares  favorably  with  that  re- 
ceived from  other  holders.  Trade  practices  also  must  be  con- 
formed to,  as  far  as  is  compatible  with  the  interests  of  a  producing 
country,  to  the  desires  of  the  importers.  Under  the  Grain 
Standards  Act,  the  importer,  through  his  representative  in  Amer- 
ica, can  secure,  first,  inspection  by  inspectors  Ucensed  by  the 
United  States  government;  thereafter,  if  the  inspection  itself 
seems  unsatisfactory,  they  may  app>eal  and  have  the  true  grade 
determined  by  the  representatives  of  the  government  itself  through 
the  offices  of  grain  sup>ervision  of  the  Bureau  of  Markets.  The 
finding  in  such  an  appeal,  issued  by  the  secretary  of  agriculture, 
has  the  value  of  prima  facie  evidence  in  all  of  the  courts  of  the 
United  States. 

A  widespread  interest  is  manifest  among  stockmen  as  to  the 
possible  demands  in  Europe  for  Hvestock  and  livestock  products 
during  the  readjustment  period.     In  order  that  they  may  enjoy 
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the  advantage  of  the  dcmandi  aiiU  ui  order  to  amdst  in  the  re- 
conBtruction  of  Buropeao  licffda,  tiiey  want  to  know  the  extent  of 
the  poMibilitiei.  They  want  to  know  if  quarantine  regulation 
will  be  adequately  modified,  if  ships  and  credits  will  l>e  available. 
Owing  to  the  extreme  difficulty  in  aecuring  apaoe  and  the  high 
rates  dunged,  stodonen  aie  bteresled  to  know  what  the  ahippii^ 
board  will  be  able  to  do  for  them.  The  only  rate  whidi  the  bu- 
reau  has  been  able  to  secure  from  private  lines,  is  1150  per  head 
from  New  York  to  England.  Only  one  line  would  quote  a  rate  at 
all.    Others  stated  they  are  not  interested  in  this  dass  of  cargo. 

The  breeders  of  pure-bred  stock  also  are  much  interested  in  the 
|)06sibilitie8  in  South  America.  Brasfl  seems  to  be  a  particularly 
attractive  field  and  is  ofTcring  free  entry  and  other  inducements  to 
t^ncourage  the  grading  up  of  its  enormous  herds  of  low  grade  na- 
tive stock.  America  has  imported  pure-bred  stodc  extensivdy 
from  Euroix",  and  it  is  significant  that  now  instead  of  looking  so 
largely  to  foreign  sources  for  a  supply,  the  industry  is  meeting 
home  needs  and  beginning  aggressively  to  look  for  foreign  mar- 
kets. In  connection  with  livestock  products,  it  is  of  interest  to 
point  out  the  need  of  continuing  the  largely  increased  export 
trade  in  condensed  milk.  Due  to  the  war  demands  for  concen- 
trated foods,  the  condensed  milk  industry  expanded  eni 
during  the  war.  Old  plants  were  increased  in  capacity,  new 
were  constructed,  and  breweries  even  turned  to  the  production  ol 
condensed  milk  in  lieu  of  beer.  The  foreign  demand  was  abnor- 
mal and  inevitably  \inll  fall  off,  but  the  plants  and  equipment  rep- 
resent a  permanent  investment  which  must  be  protected  in  so  far 
as  possible.  The  producers  therefore  are  keenly  interested  in 
holding  the  war  trade  in  so  far  as  possible  and  in  developing 
all  possible  new  markets. 

Mention  has  been  made  of  the  chief  lines  of  interest  to  agri- 
rulture.  The  fruit  and  vegetable  growers,  the  poultry  producers* 
the  honey  and  nut  producers,  the  dairymen  and  the  canncrs  are 
all  alive  to  the  possibilities  and  seek  information  and  assistance  in 
the  readjustment  of  the  export  trade  and  the  devdopment  of 
markets. 


Servicbi  RmniRxn  bt  the  Bureau  or  MAEXWit 
In  order  to  safeguard  agnculture*s  interest  in  foreign 
meet  the  growing  demand  for  a  specialised  government 
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in  connection  with  this  trade,  the  Bureau  of  Markets  has  under- 
taken to  develop  special  facilities  for  investigating  foreign  mar- 
kets. It  has  been  found  necessary  to  extend  many  of  our  lines 
of  work  beyond  the  American  seaboard.  A  Division  of  Foreign 
Marketing  has  been  established  as  a  medium  through  which  to 
carr>'  on  the  investigations  and  to  cooperate  with  other  govern- 
ment agencies,  such  as  the  American  Consular  Service  and  the 
Bureau  of  Foreign  and  Domestic  Commerce.  A  sf>ecial  effort 
has  been  made  to  avoid  duplication  of  work  and  arrangements 
have  been  made  to  that  end. 

As  a  means  of  supplying  producers  and  their  organizations  and 
shippers  with  current  information,  the  bureau  recently  inaugu- 
rated a  weekly  circular  called  "Reports  on  Foreign  Markets  for 
Agricultural  Products,"  and,  judging  from  a  large  number  of  let- 
ters received  from  all  parts  of  the  country,  the  reports  are  timely 
and  fulfill  a  useful  purpose. 

The  following  outline  sets  forth  in  brief  form  the  general  sub- 
jects of  investigation,  the  specific  activities,  and  the  organization 
of  the  foreign  trade  work  now  in  progress  or  to  be  undertaken  by 
the  Bureau  of  Markets  as  soon  as  conditions  allow.  All  of  the 
activities  are  regarded  as  important,  but  suflBcient  funds  and  facil- 
ities will  not  be  available  to  proceed  with"  them  simultaneously 
or  in  the  inmiediate  future.  They  will  be  undertaken,  therefore, 
in  the  order  of  their  importance  as  funds  become  available. 

1.  The  supply  of  agricultural  products  in  foreign  markets  and 
the  export  surplus  in  the  principal  foreign  countries  with  which 
the  United  States  competes. 

2.  The  consumption  and  consumptive  demands  in  the  principal 
importing  countries. 

S.  The  market  preference  as  to  kinds  of  products  and  the  re- 
quirements as  to  grading,  packing,  and  branding. 

4.  The  channels  of  trade  through  which  the  products  pass  and 
the  business  practices  involved. 

5.  The  methods  and  costs  of  marketing  both  American  and 
foreign  products. 

6.  Methods  of  financing  export  trade  in  agricultural  products. 

7.  The  export  forwarding,  storage,  transportation  and  insuring 
of  agricultural  products. 
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8.  The   economic    coodiUooA   inHucncing    tiie    uiArkcUnK   of 
Amertcan  afpricultural  products  in  foreign  countries. 
0.  Trade  opportunities  for  Ameriesn  aipiculturml  products. 

SPBCmc  AmviTiEs 

1.  Ormn  and  Oram  FrodueU 

a.  Continuation  of  investigations  of  the  physical  condition  of 
grain  in  transit  to  overseas  countries  for  the  purpose  of  inducing 
improved  stowage  methods  and  thereby  reducing  the  exteonve 
loss  and  dissatisfaction  caused  by  the  old  methods. 

b.  Continuation  of  efforts  to  inform  fully  the  grain  importers 
of  foreign  countries  as  to  the  benefits  and  advantages  whidi  they 
may  derive  from  the  administration  of  the  United  States  Grain 
Standards  Act.  The  imi>ortance  of  this  pomt  will  be  appreciated 
when  it  is  understood  that  before  the  war  the  majority  of  Euro- 
pean importers  would  not  buy  American  grain  when  they  could 
buy  elsewhere.  The  administration  of  the  act,  with  which  the 
Bureau  of  Markets  is  charged,  establishes  a  new  and  very  satis- 
factory basis  of  grade  and  inspection,  and  if  properly  brou^t  to 
the  attention  of  foreign  buyers  it  will  ser\'e  to  secure  for  the  Amer- 
ican grain  industry  a  far  better  position  in  foreign  trade. 

c.  An  investigation  of  the  marketing  of  American  grain  and 
grain  products  in  European  countries  as  to  the  competition  en- 
countered, the  trade  practices  involved,  the  respects  in  which  the 
American  trade  can  be  improved,  and  the  possibilities  of  develop- 
ing markets  in  Europe  and  elsewhere  for  grain  products  and  by- 
products. 

d.  An  investigation  of  foreign  markets  for  American  seeds. 
Hie  importance  of  this  work  is  greatly  enhanced  on  account  of 
the  Russian  situation,  that  country  being  a  large  exporter  of  seeds 
in  normal  times.  Seed  mariceting  eiq>ert8  were  sent  to  Europe 
early  in  January  for  the  purpose  of  studying  the  demands  and 
methods  of  marketing. 

2.  CoUon  and  CoOonteed  Products 

a.  Continuation  of  investigations  and  activities  looking  to  the 
universal  adoption  of  uniform  cotton  standards. 

b.  Periodical  investigatioiis  and  reports  oo  the  world's  supply, 
consumption,  and  consumptive  demands  of  cotton. 


44  The  Annals  of  the  American  Academy 

c.  Continuation  of  work  looking  to  the  development  of  foreign 
markets  for  American-grown  Egyptian  cotton,  the  production  of 
which  b  rapidly  increasing  in  the  Southwest. 

d.  An  investigation  of  the  business  methods  of  European  cot- 
ton merchants  and  their  exchanges,  encouraging  wherever  i>os- 
sible  direct  trade  relations  in  purchase,  arbitration,  and  exchange. 

e.  A  study  of  foreign  markets  for  cottonseed  products  as  to  the 
supply,  demand,  and  possibility  of  developing  the  markets  for  the 
refined  products,  including  a  study  of  trade  practices  and  methods. 

S.  LweHock  and  Meats 

a.  Continuation  of  the  survey  of  the  livestock  situation  in 
Europe  as  to  the  supply  and  possible  demands  upon  America 
during  the  readjustment  period,  giving  assistance  to  American 
breeders  and  exporters  in  supplying  the  demands.  Two  experts, 
representing  the  Bureau  of  Markets  and  the  Bureau  of  Animal 
Industry,  were  sent  to  Europe  early  in  February  for  an  extensive 
investigation  of  the  livestock,  meat  and  dairy  situation. 

b.  The  dissemination  among  European  importers  and  breeders 
of  information  relative  to  the  American  livestock  industry  as  to 
sources  of  supply  of  the  various  breeds,  and  other  information 
which  may  be  of  help  to  them  in  making  purchases  in  America. 
Information  is  now  being  assembled  for  this  purpose. 

c.  The  accumulation  and  dissemination  of  information  rela- 
tive to  world  trade  in  livestock  and  the  position  of  the  American 
industry  in  the  trade. 

d.  A  survey  of  the  extent  to  which  Europe  may  require  im- 
portation of  meat  and  meat  products  during  the  next  few  years 
until  the  European  herds  may  be  increased  to  normal. 

e.  Periodical  surveys  of  the  meat  supply  and  market  situation 
throughout  the  world,  with  particular  reference  to  the  conditions 
in  Australia  and  the  Argentine  which  are  large  sources  of  supply. 

4.  Dairy  and  Poultry  ProducU 

a.  A  study  of  the  possible  extent  of  European  demands  for 
dairy  products  during  the  period  of  readjustment.  Now  in  prog- 
ress in  connection  with  the  livestock  and  meat  investigations  of 
the  bureau. 

b.  An  investigation  of  the  methods  under  which  American 
dairy  and  poultry  products  are  exported  and  marketed  in  the 
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foreign  countries,  with  pRrticular  rtferenoe  to  the  medium  through 
which  the  producta  are  handled. 

c  Periodical  surveys  of  the  oonditiona  in  the  world's  trade  io 
dairy  products. 

d.  A  study  of  the  poasibiHties  of  developing  foreign  markets 
for  American  dairy  and  poultry  products  and  the  best  methods  of 
procedure  io  be  followed  by  Amvican  producers  and  exporters. 

5.  FruiU,  V$gdM$it  NuU,  and  Bonsy 

a.  G>ntinuation  of  investigations  of  foreign  markets  for  fresh 
and  <lriod  fruit,  with  assistance  to  fruit  shippers  in  reoonstrucUng 
the  former  substantial  trade  with  Europe  and  in  devdoping  ex- 
port outlets  in  other  directions.  Bulletins  to  be  issued  in  the  near 
future  Ki^'i"?  results  of  fruit  market  investjgatioiis  recently  com- 
pleted in  the  Far  Ea.st  and  Australasia. 

b.  Continuation  of  investigations  and  experiments  in  the  physi- 
cal handling  of  fresh  fruits  and  vegetables  in  transit  to  overseas 
countries,  looking  to  improvement  in  methods  of  stowage  and 
re<iuction  of  the  extensive  loss  incurred  from  deterioration  on  the 
steamers. 

e.  A  study  of  the  possibilities  of  expanding  the  foreign  trade 
of  the  United  States  in  vegetables,  both  fresh  and  dried,  induding 
potatoes. 

d.  An  investigation,  in  close  cooperation  with  the  Bureau  of 
l^>r<*ign  and  Domestic  Commerce,  of  the  export  trade  in  canned 
fruits  and  vegetables  and  vegetable  oils,  as  to  the  possibilities  ol 
developing  the  export  outlet,  the  methods  of  marketing  and  the 
demands  of  foreign  countries. 

e.  An  informational  service  on  foreign  markets  for  nuts  and 
honey. 

6.  Tobaeoo 

The  accumulation  of  information  as  to  the  stodu  and  con- 
siunption  of  leaf  tobacco  in  foreign  countries,  and  as  to  the 
condition  of  the  markets  for  the  several  classes,  with  studies  of 
marketing  and  distributing  methods. 

7.  7*^  Export   Fontarding  and   Tnuuportaium   of  Agritulturol 

Products,  and  Marine  Insurance 
a.  An  inv^tigation  of  the  methods  of  forwarding  agricultural 
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products  to  overseas  countries  as  to  the  steps  which  must  be  taken 
by  the  shippers  in  securing  space  and  arranging  for  shipments. 

b.  The  methods  of  steamships  in  loading  and  discharging  car- 
goes and  in  adjudicating  and  settling  claims  for  damage. 

c  Collection  and  information  as  to  ocean  freight  rates  on  the 
various  agricultural  products  both  from  the  United  States  and 
from  foreign  countries  to  the  principal  foreign  markets. 

d.  A  study  of  marine  insurance  for  agricultural  products  as  to 
the  extent  of  risks  assumed,  the  rates  charged,  and  the  possibility 
of  securing  insurance  to  cover  risks  heretofore  not  covered. 

8.  Assistance  to  Producers  and  Exporters  in  Developing  Foreign 
Markets 

a.  The  organization  and  dissemination  of  useful  information 
among  producers,  their  organizations,  and  exporters,  relative  to 
foreign  markets,  trade  opportunities,  trade  mediums,  methods  of 
marketing,  and  the  other  subjects  investigated. 

b.  The  encouragement  of  special  production  and  approved 
methods  of  grading,  packing  and  branding  to  meet  peculiar  for- 
eign demands. 

c.  The  encouragement  of  foreign  marketing  organizations 
among  the  producers  under  the  provisions  of  section  6  of  the 
Clayton  Act,  with  assistance  to  the  producers  in  forming  such 
associations. 

d.  The  encouragement  of  foreign  marketing  organizations 
among  exporters  of  agricultural  products  under  the  provisions  of 
the  Webb-Pomerene  Act,  with  assistance  to  exporters  in  forming 
such  associations. 

Organization  and  Facilities  for  Carrying  on  the  Work 
1.  In  the  United  States 

a.  Foreign  trade  specialist  in  charge  of  division,  with  head- 
quarters at  Washington. 

b.  Investigators  for  work  among  exporters,  forwarding  agents, 
steamship  op)erators,  port  corporations,  to  secure  the  large  amount 
of  information  which  is  available  among  these  firms  relative  to 
the  foreign  marketing  of  agricultural  products  and  to  assist  in  the 
improvement  of  methods  and  in  the  solution  of  exjx>rt  problems. 

c.  Research,  statistical  and  editorial  assistants,  including  trans- 
lators, for  assembling  from  foreign  publications  information  for 
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\me  in  answering  inquiries  and  pwparing  publicatkma  idntlv«  to 
foreign  markets  and  world  trade  in  agricultural  products. 

d.  A  publication  to  be  developed  as  soon  as  practicable,  as  a 
means  of  disseminating  useful  mformatioii  reiatiTe  to  foreign 
markets  and  promoting  the  interests  of  Amerleaa  agriculture  in 
world  trade. 

e.  The  assistance  of  the  bureau's  organisation  as  a  wfaoie» 
with  the  extensive  staffs  of  commodity  experts,  brandi  oAoes, 
and  maricet  reports  in  the  various  Hues. 

2.  For  Foreign  CoufUnst 

a.  Several  agricultural  trade  commissioners,  as  permanent 
representatives  in  Europe,  with  assignment  to  definite  posts  and 
territories,  providing  them  with  ample  facilities  for  the  perform- 
ance of  their  duties. 

b.  Special  investigators,  to  be  sent  out  from  time  to  time  as 
in  the  past,  to  make  investigations  in  specific  lines  as  the  needs  of 
the  producers  and  exporters  may  require. 

c.  Cooperative  assistance  of  the  American  consular  service  and 
the  Bureau  of  Foreign  and  Domestic  Commerce 

Space  does  not  permit  more  than  a  brief  mention  of  agricul- 
ture's interest  in  foreign  trade,  and  the  plans  and  work  of  the 
Bureau  of  Markets  to  serve  that  interest.  It  may  be  fitting  to 
state  that  the  exporters,  those  who  have  nothing  to  do  with  the 
question  of  production  or  of  mitial  distribution  to  market  centen 
or  the  ports  of  the  country,  can  be  of  inestimable  service  in  pro- 
moting agriculture's  interest  in  foreign  trade.  They  can  do  much 
to  find  new  markets,  to  improve  handling  and  shipping  facilities, 
to  keep  up  the  price  to  the  producer  and  keep  down  the  cost  to 
the  foreign  consumer  and  to  find  and  develop  new  markets.  As 
a  rule  the  producers  are  unable  to  participate  directly  in  export 
trade.  Except  where  they  may  be  effectively  oifaniifwl.  they 
must  depend  entirely  upon  inland  and  export  metduuits  to  im- 
prove and  develop  the  export  outlet.  In  view  of  the  vast  extent 
of  the  industry  both  as  to  investment  and  production,  with  what 
it  entails  to  the  prosperity  and  happiness  of  a  large  percentage  of 
tile  population,  the  merchants,  or  middlemen,  as  they  are  calkd, 
have  a  most  important  missioo  to  perform  aside  from  the 
of  money  making. 


Commercial  Dehydration:  A  Factor  in  the  Solu- 
tion of  the  International  Food  Problem 

By  S.  C.  Prescott  and  L.  D.  Sweet 

Division  of  Dehydration,  Washingtx)n 

nPHE  world  war  through  which  We  have  just  passed  has  awak- 
-*•  ened  us  to  the  importance  of  the  theories  of  Malthus,  long 
since  expressed.  In  days  of  peace,  with  new  countries  opening 
Up  and  extending  their  agriculture,  new  and  improved  methods 
of  food  handling  and  transportation  we  were  inclined  to  regard 
the  dangers  of  food  shortage  or  starvation  as  imaginary  and 
impossible,  and  to  believe  that  our  system  of  crop  production 
and  marketing,  while  not  fully  utilizing  the  scientific  knowledge 
available,  were  at  least  sufficient  to  safeguard  us  from  hunger  or 
serious  economic  disturbance.  Now  the  awakening  has  come, 
and  we  appreciate  more  fully  than  ever  before  the  perils  which 
may  threaten  through  waste,  unscientific  methods  and  an  im- 
properly coordinated  regulation  of  supply  and  demand. 

The  four  and  one-half  years  through  which  we  have  just  passed 
have,  because  of  the  war,  caused  us  to  study  deeply  the  problems 
of  food  supply  and  food  control.  It  has  fallen  to  this  country-  to 
be  the  storehouse  from  which  enormous  supplies  of  foods  have 
been  withdrawn  for  the  use  of  the  fighting  forces  and  the  civilian 
population  of  Em-ope.  This  demand  upon  our  resources  has 
been  very  largely  for  cereals  and  esjjecially  for  wheat.  Because 
of  the  necessity  for  sending  enormous  quantities  of  breadstuff s 
to  the  Allies,  the  conservation  of  food  supplies  has  been  studied 
with  particular  acuteness,  and  these  studies  have  had  their  fruition 
in  the  movement  for  war  gardens  and  for  more  careful  preserva- 
tion by  canning,  and  particularly  in  the  stimulation  of  drying 
as  a  means  of  protecting  foods  against  spoilage  and  preserving 
them  for  future  use. 

Dehydration,  dessication,  or  drying  as  applied  to  foods  may  be 
defined  as  the  process  of  removal  of  surplus  water  without  de- 
struction of  the  cellular  tissues,  or  impairment  of  the  energy  values. 
Since  practically  all  foods  except  the  ripe  seeds  of  cereals,  legumes, 
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and  a  few  othfr  food  planU  coDtab  a  large  pcrcentafe  of  water 
and  as  a  result  are  of  relatively  short  keeping  quality  unless  ooo- 
served  by  special  means,  it  follows  that  the  rapid,  regulatrd 
evaporation  or  drying  ol  sudi  foods  will  add^greatly  to  the  worlds 
stock  and  in  a  form  which  is  capable  of  easy  storage,  favorablr 
transportation  and  univwsal  empkymcot. 

Dehtdration  an  Old  Psocna 

Dehydration  is  not  a  new  art  for  drying  has  been  known  for 
hundreds  of  years  and  is  probably  the  oldest  method  of  food 
preservation  which  the  human  race  has  employed.  In  our  own 
country  it  was  used  in  the  early  colonial  days  for  both  vegetable 
and  animal  foods.  Biassadiusetts  colonists  dried  com  after  it 
had  been  cooked,  the  product  being  known  as  samp.  As  soon  as 
fniits  were  produced,  these,  and  especially  the  apple,  were  also 
dried  in  considerable  quantities.  Along  the  coast  the  drying  of 
fish  became  an  important  industry,  and  throughout  New  Eng- 
land to  the  present  time  will  be  found  the  application  of  this 
process  of  food  preservation  as  a  sort  of  local  or  primitive  indus- 
try. In  other  parts  of  the  country  other  vegetables  and  fruits 
and  meat  products  were  dried.  Peas  and  sweet  com  may  be 
mentioned  as  examples  of  the  fonner,  while  along  the  Pacific  coast 
the  long  sunny  period  lends  itself  particularly  to  the  drying  of 
prunes,  raisins,  and  other  fruits.  In  the  arid  regions  of  the  in- 
terior the  Indians,  and  later  the  early  settlers,  dried  their  beef  or 
buffalo  meat  by  cutting  it  into  thin  strips  and  hanging  them  up 
for  the  sun  and  wind  to  remove  the  excess  moisture  and  sear  over 
the  outside  with  a  protective  coating  which  would  prevent  in- 
fection and  spoilage.  This  was  known  as  jerked  beef.  Thus, 
long  before  the  advent  of  canning  on  an  extensive  scale,  the  proc- 
en  of  drying  had  been  utilised  in  this  country*.  In  other  coun- 
tries it  had  doubtless  been  used  for  hundreds  of  years. 

Dried  fruits  have  been  used  in  America  for  many  years  and 
have  become  an  important  part  of  our  food  products.  On  the 
other  hand,  dried  vegetables  have,  until  recently,  been  prepared 
only  on  a  small  or  domestic  scale,  probably  owing  to  the  plentihil 
supply  of  fresh  materials.  The  movement  due  to  the  ueceasitj 
for  mcreased  conservaticm  of  foods  has  stimulated  experiments 
along  this  line,  especially  during  the  past  two  >*ears,  with    the 
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rrsult  that  many  foods  formerly  never  kept  in  the  dried  condition 
are  now  suggested  for  domestic  use,  as  articles  of  commerce  on  a 
large  scale,  and  as  items  in  the  food  supply  of  our  Army  and 
Navy,  in  the  large  camps  and  for  overseas  shipment  to  our  own 
troops  and  to  our  Allies.  The  preparation  of  these  so-called 
"dehydrattxl"  foods  is  now  being  planned  extensively  by  numer- 
ous manufacturers,  and  a  great  increase  in  output  for  the  present 
year  is  suggested. 

That  this  is  not  a  really  new  and  untried  form  of  subsistence  is 
evident  when  we  recall  that  such  foods  have  been  used  by  ex- 
plorers, in  the  tropics,  in  our  o\^ti  armies,  and  in  the  armies  of 
other  nations.  During  the  Civil  War  dessicated  products  were 
used  quite  extensively  especially  as  a  means  of  combating  scurvy 
among  the  troops,  and  numerous  reports  of  medical  officers 
mention  the  use  of  concentrated  soup,  dessicated  vegetables  and 
dried  apples  and  p>eaches  as  additions  to  the  regular  ration  issued 
JUS  a  safeguard  to  the  health  of  the  men.  During  the  Boer  War 
these  foods  were  supplied  to  the  troops  in  considerable  quantity 
with  good  results.  At  the  outbreak  of  the  present  war  large 
orders  were  placed  by  the  British  autliorities,  and  these  foods  have 
been  constantly  supplied  to  them.  Millions  of  pounds  of  dried 
potato  and  otlier  vegetables,  and  of  mixtures  of  vegetables  to  be 
used  for  preparation  of  soups  and  stews  have  been  sent  across  the 
Atlantic  from  Canada  and  the  United  States. 

While  vegetables  and  fruits  of  all  kinds  may  be  prepared  in 
dehydrated  form,  this  report  deals  chiefly  with  those  products 
which  appear  most  available  as  army  supphes,  as  potatoes,  tur- 
nips, cabbage,  onions,  carrots,  tomatoes,  beets,  and  spinach,  and 
the  soup  mixture  commonly  spoken  of  as  "Julienne.'* 

Drying  Overshadowed  by  Canning 

Approximately  100  years  ago  a  new  method  of  food  preserva- 
tion was  introduced  into  America.  This  was  the  process  of 
hermetically  sealing  in  air-tight  containers  and  subjecting  to  heat. 
It  was  brought  to  America  from  England,  where  it  had  been 
practiced  for  about  fifteen  years.  The  first  patent  on  the  preser- 
vation of  food  in  air-tight  containers  was  granted  about  1806  to 
an  Englishman,  Saddington,  and  another  in  1810  to  a  Frenchman, 
Appert,  who  independently  discovered  the  method  and  utilized 
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Underwood,  who*  after  trAmpiu^  ^.  .  :..c  whole  tmlerB  Medon 
of  the  United  Stales,  finally  aettled  in  BoeUm  and  ertabtkbed  a 
company  for  preeerving  foods  by  his  proeess. 

The  proooHi  ol  canning  was  at  once  seen  to  be  so  nimple  and  so 
applicable  to  many  kincU  of  food  matmah  that  it  apparently 
completely  overshadowed  the  simpler  process  of  drjring.  Thin 
was  espedally  the  case  aftrr  the  introduction  of  tinned  ^cans.** 
Purtharmcie,  canned  foods  could  be  transported  into  any  rKmate, 
be  left  exposed  to  the  action  of  son  or  rain,  and  m>  long  as  the 
container  was  intact,  the  food,  if  perfectly  sterilised,  was  pioperly 
The  Civil  War  with  it^t  great  requirements  of  pre- 
fbods  for  the  armies  gave  a  big  impetus  to  the  business,  and 
later  improvements  in  the  methods  of  sterilintioD  and  in  can- 
making  greatly  increased  its  scope  until  we  have  the  enormous 
industry  of  today. 

While  this  has  been  going  on,  there  has  been  also  a  tremeodoos 
development  in  the  preservation  of  foods  by  cold  storage  and  by 
other  physical  means,  such  as  pasteurisation,  salting,' etc.  With 
all  the  expansion  along  these  lines,  dr3nng  was  practically  for- 
gotten, except  on  a  domestic  scale  and  in  the  dry  valleys  of  the 
Pacific  slope,  where  the  fruits  could  be  ptcaerved  very  conveo* 
iently  by  this  method  by  action  of  the  sun. 

The  drying  of  potatoes  and  other  vegetables  on  a  semi-com- 
mercial sosle  was  first  done  apparently  by  A.  F.  Spawn,  an  Ameri- 
can resident  in  Australia  in  1886,  but^the  industry  did  not  make 
a  business  success. 

At  the  time  of  the  discovery  of  gold  in  the  Klondike,  the  rush 
of  miners  to  that  district  created  a  demand  for  foods  which  were 
light  and  could  be  easily  transported,  and  dried  potatoes  imported 
from  Germany  were  sold  the  miners  in  considerable  quantity. 
Tliese  were  restored  for  use  by  soaldng  in  water  and  could  be 
served  in  the  form  of  hashed  or  fried  potatoes,  and  while  they 
were  not  extzemely  paUtable,  they  did  supply  a  quickly  prepared 
and  energy-giving  ration  for  the  hard-wosking  miner. 

Noting  the  success  of  the  German  product,  some  attempts 
were  made  to  manufacture  dried  potatoes  in  Oregon  and  WaslH 
ington,  but  these  were  far  from  successful  at  first,  because  iht 
manufacturers  used  sulphur  as  a  means  of  preventing  the  darken- 
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ing  of  the  slices  of  potatoes  before  drying,  the  amount  of  sulphur 
bdng  entirely  too  great,  with  the  result  that  the  taste  of  the 
potato  and  the  odor  when  cooking  was  very  objectionable.  This, 
however,  was  shortly  overcome,  and  dried  potatoes  were  manu- 
factured in  this  coimtry,  though  even  this  was  far  from  modem 
dehydration. 

When  we  speak  of  "modem"  dehydration  we  mean  foods  which 
either  with  or  without  previous  treatment  have  been  subjected  to 
the  action  of  carefully  regulated  currents  of  air  in  which  the 
temperature  and  humidity  are  both  properly  controlled,  a  process 
which  results  in  the  food  product  gradually  losing  water,  but  with- 
out giving  up  its  color  or  flavor  or  having  its  cellular  structure  im- 
]iaired.  The  modern  dehydrated  product,  tlierefore,  will  reabsorb 
water,  swelling  to  its  normal  size  and  appearance,  and,  when 
cooked,  will  have  essentially  the  flavor,  appearance,  and  odor  of 
freshly  cooked  material  made  from  the  fresh  vegetables.  The  early 
products  were  far  from  meeting  these  requirements,  and  the  same 
is  true  of  many  made  at  the  present  time.  When  the  White  Fleet 
went  on  its  famous  voyage  around  the  world,  a  large  quantity  of 
dehydrated  vegetables  was  purchased  for  the  use  of  the  fleet.  These 
were  so  objectionable  as  a  result  of  improper  methods  of  dehydra- 
tion, which  had  produced  blackening  and  scorching,  that  they  were 
practically  uneatable  and  hundreds  of  pounds  were  thrown  over- 
l)oard.  Not  only  was  there  a  considerable  loss  at  that  time,  but 
there  was  also  created  in  the  minds  of  the  oflBcers  of  the  Navy  a 
strong  prejudice  against  any  foods  prepared  by  this  method,  a 
prejudice  which  has  existed  until  the  present  day.  However, 
progress  was  bound  to  come,  and  the  best  dehydrated  products 
of  the  present  day  will  meet  every  requirement  which  it  is  desired 
to  impose  upon  them  as  regards  app)earance,  flavor,  and  quality. 

The  Drying  Industry  Stimulated  by  War 

War  seems  to  be  a  great  stimulator  of  methods  of  food  pres- 
ervation. Just  as  the  Civil  War  stimulated  the  canning  industry, 
so  the  Boer  War,  an^,  to  a  great  extent,  the  European  War, 
stimulated  the  drying  industry.  During  the  Boer  War  the 
British  Army  in  South  Africa  was  supplied  with  thousands  of 
pounds  of  dried  vegetables  mixed  so  as  to  form  the  basis  for  a 
nutritious  and  quickly  prepared  soup.     Much  of  this  material 
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wif  manufactured  in  Canada  and  itliippeU  from  Canadian  or 
American  poinU  to  South  Africa.  With  the  ckwiog  of  the  war, 
one  of  the  manufacturm  wai  left  with  tevoral  thouiand  poiUMb 
of  such  a  iioup  mixture  for  which  there  was  no  local  aale  in  the 
domeitic  marirats,  poisibly  owing  to  the  fact  that  the  aYcn§e 
cooeiimer  much  pnfcfred  to  buy  regetabki  in  the  freah  static 
ajul  possibly  because  the  mixture  was  not  ideal  from  the  stand- 
point of  flavor  and  palatability.  However,  thin  iiuUerial  was  not 
thrown  away,  but  was  put  up  in  barreb  which  were  carefully 
paraffined  and  stored  away.  After  the  outbreak  of  the  Buropeoi 
War  in  1914.  they  were  sent  to  the  British  Army  and  utilised  in 
the  preparation  ot  soups  just  as  the  bulk  of  the  k>t  had  been  OMd 
fifteen  years  before.  I  cite  this  as  an  example  ot  the  tfUfMng 
quality  of  dehyfiraied  products,  provided  storage  conditions  are 
satisfactory,  and  that  moisture  and  insect  pests  are  prevented 
from  gaining  access  to  the  food  substances. 

Beginning  of  the  Drying  Industry  in  the  Unitkd  Statsi 

By  1910,  a  number  of  small  factories  had  begun  to  manufacture 
tlie  dehydrated  vegetables  and  soup  mixture  in  the  Uniti^d  States. 
They  had  not  proved  highly  satisfactory  from  the  commercial 
8tandf>oint.  However,  the  soundness  of  the  fundamental  prtn- 
chAo  was  recognised,  and  improvement  was  then  merely  a  matter 
«>i  ai>pl3ring  scientific  methods  and  pc*rf<'cting  details.  With  the 
outbreak  of  the  world  war  came  a  demand  for  more  of  these  prod- 
nrts  for  the  armies  abroad,  and  thousands  of  tons  were  sent, 
Willi  our  own  entrance  into  the  war  came  the  question  of  supply- 
ing these  materials  to  our  own  forces.  At  first  there  was  merely 
no  objection.  Then  came  a  willingness  to  purchase  a  small 
amount  as  an  emergency  supply  of  food  matariab,  and  finatty* 
during  the  past  year,  there  has  been  a  demand  for  large  quantities 
of  these  dried  vegetables  to  take  the  place  of  the  fresh  ones  which 
could  not  be  obtained  in  sufficient  quantity  in  England  and 
France.  The  result  is  that  during  the  past  twelve  months  maaiy 
thousand  tons  of  dried  vegetables  and  soup  mixtures  have  been 
purchased  for  the  use  of  the  American  armii^. 

Let  US  aee  how  our  opponents  in  the  war  have  taken  advHntage 
of  this  process.  In  1H98  there  were  m  Germany  only  three  small 
drying  plants  with  an  output  large  eoou^  to  be  worth 
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ing.  This  method  of  preservation  may  be  regarded  as  apparently 
suooessful,  for  in  1906  the  number  of  plants  in  operation  had 
increased  to  39,  in  1909  to  199,  in  1914  to  488,  and  in  1916  to  841. 
In  addition  to  this,  2,000  breweries  were  utilizing  some  portion 
of  their  equipment  in  the  drying  of  food  materials.  It  is  stated 
that  in  1917  about  1,900  plants  were  in  operation,  or  under  con- 
struction, and  the  total  quantity  of  potatoes  alone  dried  in  Ger- 
many was  more  than  three  times  the  total  crop  of  the  United 
States.  These  facts  will  explain  one  of  the  reasons  why  Germany 
was  able  to  maintain  her  food  supplies  during  the  war.  The 
(jerman  product  was  not  as  good  as  the  best  American  product  of 
today,  and  we  have  little  reason  to  doubt,  therefore,  that  if  in- 
sistence is  laid  up>on  the  high  quality  of  the  raw  material  and  the 
use  only  of  the  best  methods,  the  dehydrated  vegetables  industry 
in  the  United  States  will  develop  at  a  rapid  rate  and  become  a 
powerful  factor  in  the  conservation  movement  and  in  the  stabil- 
ization of  agricultural  crops. 

Dehydrating  Systems  in  the  United  States 

There  are  now  in  this  country  probably  twenty-five  small 
plants  operating  on  dehydrated  vegetables.  Several  methods  are 
in  use,  but  in  all  the  fundamental  intent  is  the  same,  namely,  to 
remove  the  excess  of  water  so  as  to  obtain  a  product  which  will 
keep  for  a  long  period  of  time,  which  will  not  undergo  spoilage  as 
a  result  of  microbic  action  or  other  form  of  chemical  change, 
and  which  will  conserve  the  food  value  of  the  materials  intact. 
The  basic  principle  of  dehydration  is  extremely  simple,  since  it 
imphes  only  the  removal  of  the  water  contained  in  and  between 
the  ceUs  of  the  food  substance,  with  the  result  that  the  stored 
food  materials,  salts,  etc.,  are  concentrated  in  direct  ratio  to  the 
water  evaporated. 

Since  only  replaceable  water  is  taken  away,  it  follows  that  the 
nutritional  value  of  the  food  has  not  been  depreciated.  Moreover, 
if  the  process  is  applied  while  the  vegetables  and  fruits  are  still  in 
a  state  of  absolute  freshness,  the  special  flavor-giving  compounds 
are  apparently  conserved  intact,  hence  the  "fresh"  flavor  which 
is  characteristic  of  the  best  products  made  by  this  method.  For 
the  finest  grades  of  dried  products  the  rate  of  evaporation  should 
be  such  as  to  bring  about  the  dehydration  of  the  cell-contents 
without  rupture  of  the  cell  walls. 


By  this  meuMi  Uie  wdgbi  of  the  food  k  reduoed  from  80  per 
cfnt  to  90  per  cent,  depending  on  iU  chmradrr.  ami  the  buik  in 
in  general  Himiniihed  to  ooe-fourtli  or  oDe-mtii  of  the  originni 
volume.  By  a  suitable  prooeat  of  comprwiion  tlie  nearly  dried 
material  may  be  brought  to  a  very  oompaei  form.  Not  aU  tlie 
water  ia  driven  off,  there  remaining  generally  from  7  to  IS  or 
even  15  per  cent.  It  it  an  advantage  to  aecure  quite  thorough 
drsonf?,  and  in  general  the  water  content oi dehydrated  iiifBtilihe 
should  not  exceed  10  per  oent  by  weight.  Completn  mnond 
makes  the  abeorption  of  water  in  preparation  for  t^ttMngmmfmmu^y 
slow,  while  too  high  a  pereentage^increaaea  wei^t  unduly  and 
also  renders  the  foods  more  subject  to  slow  detttioration,  due  to 
action  of  moulds,  bacteria  or  intracellular  diangsif  or  to  alow 
oxidative  duuiges. 

Tlio  method  of  preparation  affects  in  aome  measure  the  quality 
of  tlie  product.  If  the  drying  is  begun  at  too  hjgh  a  tempcratun- 
or  goes  on  too  rapidly,  certain  physical  or  chemical  dianges  seem 
to  take  place  in  some  kinds  of  vegetables  whereby  the  water-ab- 
sorbing power  is  impaired.  If  the  initial  ^temperature  nppbed  to 
the  fresh  (wet)  material  is  too  high,  a  process  analogous  to  scalding 
or  scorching  results  in  some  instances.  In  drying  vegetables, 
therefore,  the  proper  principle  seems  to  be  to  subject  the  fresh 
material  to  air  of  relatively  low  temperature  (100  to  ISO  degrees) 
and  relatively  high  humidity,  and  to  bring  it  gradually  to  a  high 
temperature  and  low  humidity.  The  specifications  for  dehy- 
drated foods  mi^t  well  be  so  drawn  as  to  require  the  applications 
of  this  {urocedure.  The  methods  now  in  use  may  be  dsssifiwl  as 
follows: 

1.  Tutmd  SyMems.  These,  as  the  name  would  imply,  consist 
of  long  chamb«m  or  tunnels  into  whidi  the  prepared  vegetables  are 
introduced  on  screens  or  racks  and  throu^  which  a  strong  cuirent 
ol  dry  air  is  blown.  There  are  a  number  ol  sli^t 
b  the  arrangements  ol  the  screens  and  in  the  method  of 
and  driving  the  air,  but  in  the  majority  ol  cases  the  heat  isgiip- 
plied  by  extensive  coils  ol  steam  pipe,  and  the  air  is  forced  through 
by  means  of  powerful  fans.  In  some  instanees  the  racks  holding 
the  vegetables  are  placed  on  tnidoi  which  run  on  tracks,  so  ttat 
the  material  is  introduced  at  one  end  and  delivered  in  dry  fonn 
from  the  other  end.     In  other  cases  the  tunneb  have  side  < 
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and  the  trays  are  inserted  and  removed  by  hand.  The  weak 
point  of  the  tunnel  system  lies  in  Uie  fact  that  there  is  not  absolute 
control  of  tlie  physical  conditions  and  as  a  result  many  vegetables, 
especially  potatoes,  are  likely  to  be  overheated  and  scorched,  and 
more  or  less  broken  down  in  their  cellular  structure. 

t.  Kilns,  The  second  type  of  plant  may  be  described  as  kilns. 
These  are  based  on  the  construction  of  the  hop  kiln  as  employed 
in  California  and  Oregon  and  to  some  extent  in  New  York  State 
for  the  drying  of  hops  and  the  evaporation  of  apples.  They 
consist  essentially  of  square  chambers  with  sloping  roofs  and 
perforated  floors,  heated  from  below  by  means  of  stoves  or  fur- 
naces. The  vegetables  to  be  dried  are  spread  on  the  floor  to  a 
depth  of  four  to  six  inches  and  the  hot  air  from  the  stove  passes 
up  through  the  layer,  taking  away  the  moisture,  which  is  con- 
ducted from  the  chamber  through  a  ventilator  in  the  roof.  The 
material  on  the  floor  must  be  stirred  up,  or  turned  over,  from  time 
to  time,  and  this  is  ordinarily  accomplished  by  men  with  shovels. 
The  products  of  the  kilns  are  rather  varied  in  character.  Some 
are  quite  satisfactory,  while  on  the  other  hand,  others  are  very 
much  overheated,  or  may  go  to  the  other  extreme  and  be  under- 
dried.  A  lack  of  uniformity  is  therefore  likely  to  be  found  in 
products  of  this  method. 

8.  Vacuum  Process.  A  third  type  is  the  vacuum  process,  which 
consists  of  closed  chambers  with  large  numbers  of  shelves  heated 
by  steam  and  with  a  greatly  reduced  atmospheric  pressure.  By 
the  constant  appUcation  of  the  vacuum  to  the  process  the  water 
vapor  is  removed  and  the  material  dehydrated.  This  process 
gives  excellent  results  for  many  kinds  of  products,  but  is  rather 
severe  and  tends  to  break  down  the  cellular  structure. 

4.  Special  Machines,  Special  types  of  chambers  or  machines 
have  been  invented  and  are  now  in  use  in  a  number  of  places,  the 
air  passing  through  the  chamber  being  conditioned  so  as  to  bring 
about  a  carefully  regulated  drying.  Other  special  types  of 
machines  force  the  rapidity  of  drying,  but  have  not  the  careful 
regulation  which  seems  to  be  essential  in  the  preparation  of  the 
finest  products.  As  a  result,  therefore,  it  may  be  stated  that 
only  in  those  processes  where  we  have  the  practically  perfect 
control  of  ^temperature,  humidity,  and  rate  of  air  flow  do  we  get 
products  which  will  retain  their  color,  appearance,  and  flavor. 
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and  when  fOAked  in  water  will  return  to  approniiiatiely  the  noniud 
appearanoe.  If  the  temperature  b  too  high,  overroolring  takes 
place.  If  it  is  too  low,  the  evaporation  ia  inaufcieat  and  rhanfw 
arr  likely  to  follow  b  the  partially  dried  mattfiaL  If  it  ia  too  dry 
and  too  hot,  dettmction  of  the  odlular  atnictiire  ia  practically 
sure  to  follow.  It  b  aeen,  therefore,  that  nxxlcni  dehydimtka 
means  the  acientific  oontroi  and  coordination  of  the  three  fadors 
of  air,  temperature,  and  moiiture. 

In  £ngland  and  France  dehydration  haa  been  practiced,  and 
factoriea  are  now  in  operation.  The  demand  for  theae  foodf  haa» 
however,  required  large  importationfl  from  Canada  and  to  a  leaaer 
degree  from  the  United  States.  In  fact,  it  may  be  stated  that 
this  method  of  food  preservation  seems  destined  to  be  the  next 
big  advance  in  the  development  of  our  food  industries. 

AOVANTAQEB  OF  DeHTDRATION 

The  advantages  of  dehydration  are  almost  too  obvious  to 
require  extended  statement  Most  evident  of  all  is  the  loss  in 
weight.  All  the  vegetables  in  conunon  use  contain  from  05  to 
05  per  cent  of  water.  The  dehydrated  product  made  from  theae 
vegetables  should  contain  from  5  to  10  per  cent  of  water.  There 
is,  therefore,  a  very  large  reduction  in  weight  and  consequent 
saving  m  the  transportation  charges,  whidiTin  general  are  baaed 
upon  weight. 

Similarly,  there  is  a  loss  m  bulk  amounting  to  from  50  to  80 
per  cent  of  that  of  the  raw  material.  The  iniixxiance  of  these 
factors  to  railroads  in  times  of  congestion  such  as  we  have  just 
passed  throu^,  or  to  ships  in  overseas  service,  is  very  evident. 
In  sending  food  to  our  armies  abroad,  one  ship  could  easily  carry 
the  vegetable  requirements  which  in  the  green  or  frcah  state  would 
take  from  ten  to  twenty-five  ships. 

From  the  standpoint  of  agriculture  the  greatest  advantage  of 
ddiydration  undoubtedly  appears  in  the  stabilization  of  crops 
and  the  conservation  of  matoiab.  Under  the  present 
we  are  confronted  by  either  a  feast  or  a  famine.  If  we 
potatoes  as  the  most  typical  root  crop,  it  is  a  matter  of 
that  a  year  in  whjudk  we  get  a  veiy  large  harvest  and  consequently 
low  prices  is  likely  to  be  followed  by  a  lean  year  with  a  small 
crop  and  high  prices.    This  pendulum  swing  goes  on  decade  after 
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decade.  With  dehydration  the  excess  of  the  years  of  great  yield 
can  be  stored  up  and  made  available  in  the  following  years  when 
prices  are  higher  and  the  crop  much  smaller.  After  a  short  tinit* 
this  would  tend  to  equalize  the  amount  of  planting,  and,  other 
things  being  equal,  to  give  us  year  by  year  a  sufficient  quantity 
of  food  materials  at  normal  prices. 

The  second  great  advantage  is  in  the  conservation  of  food 
materials.  It  is  estimated  that  over  50  per  cent  of  the  fruits  and 
vegetables  grown  in  this  coimtry  now  never  reach  the  consumer, 
as  a  result  of  poor  transportation  facilities,  irregularities  in 
marketing,  or  other  causes.  By  making  use  of  the  process  of 
dehydration,  the  second-quality  materials  could  be  preserved  by 
drying,  and  made  available  for  human  food.  For  example,  pota- 
toes of  class  2  and  S  (culls)  could  be  used  for  the  manufacture  of 
dehydrated  potato  and  potato  flour,  a  product  which  has  not 
yet  received  in  this  country  the  attention  which  it  deserves, 
but  which  is  now  being  manufactured  to  some  extent  in  a  number 
of  different  parts  of  the  coimtry. 

A  third  factor  of  importance  in  the  relation  of  dehydration  to 
agriculture  lies  in  the  fact  that  a  better  diversity  of  crops  can  be 
secured,  and  as  a  result  of  this  there  will  be  a  good  variety  of  the 
vegetables  which  are  the  equivalent  of  fresh  materials  available 
to  poor  and  rich  throughout  the  year.  This  means  better  feeding 
for  the  i>eople  at  large,  an  evening  up  of  prices,  and  the  prevention 
of  famine  or  great  food  shortage  as  a  result  of  poor  crops  in  any 
particular  location. 

The  general  advantages  of  this  method  of  treatment  for  vege- 
tables and  fruits  maybe  summarized  as  follows : 

a.  Possibility  of  utilizing  much  food  now  wasted  owing  to  low  prices  at  time 

of  production  or  difficulty  in  marketing; 

b.  The  plants  for  treatment  can  be  located  at  centers  of  production  and 

dehydration  carried  on  while  the  food  material  is  in  prime  condition; 

c.  Saving  in  cost  of  transportation  in  dehydrated  form  due  to  less  weight 

and  bulk; 

d.  Increased  keeping  qualities; 

e.  Nutritional  values  fully  conserved; 

f.  No  k>88  by  crushing  or  spoilage; 

g.  Uniformity  of  quality; 

h.  Saving  in  cold  storage  charges; 
«    L  Saving  in  tonnage  for  overseas  and  transcontinental  shipment; 
j.  Foods  require  only  soaking  before  cooking; 
k.  Surplus  of  one  season  or  locality  made  available  at  another  time  or  place. 


CoiOaRCIAL 

From  the  sUndpoint  ol  anny  wihditwici  thete  general  advao- 
Ugrt  imply: 

a.  Low  eovt  d  actual  food  nitta; 

b.  Loircrooatof  traiMportatloo: 

c.  GuarmniMd  kaapinf  quality; 

d.  No  loai  by  frMiiBi  or  apoOafe; 
«.  9^rbm  ia  alflrafa; 

t  Wid«rai^€lviiBlablefoodiaad 
g.  GcBsaVy  improvwl  diet. 


While  expcrimenta  on  the  beat  conditions  for  storage  and  pack- 
ing are  still  being  carried  on,  it  is  known  that  these  producia  will 
retain  their  good  qualities  for  long  periods  and  imder  widely  differ- 
ent conditions,  and  that  when  properly  prepared  they  have  the 
appearance  and  Bavar  of  freah  materialii  to  a  marked  degree. 

They  also  teem  to  powcH  the  enential  special  propertiea  of 
substances  which  render  freah  vegetable  foods  so  dcairabk  as 
antiscorbutics^and  growth  pramoters.  TVials  on  both  large  and 
small  scale  at  hoapitab,  training  camps  and  m  hotels  have  led 
to  the  conclusion  that  these  foods  are  especially  satisfactor}*  in 
these  practical  tests  althou^  comment  on  all  haa  generally  been 
favorable.  Distinctly  satisfactiny  reports  have  been  received 
from  the  Walter  Reed  Hospital  where  at  the  suggestion  of  the 
Food  Division,  the  vegetables  were  served  in  the  haspital  mcM 
and  the  officers*  mess,  and  from  the  Medical  Officers*  Training 
Camp,  Fort  Oglethorpe,  where  the  soup  mixture  was  issued  for  a 
week  or  ten  days  without  the  knowledge  of  the  consumers,  and 
the  verdict  was  unanimous  that  the  soup  during  this  period  was 
superior  to  that  served  hitherto. 

The  disadvantages  in  the  use  of  these  materials  are  few  and  of 
minor  importance.  The  principal  one  seems  to  be  that  a  ratiier 
prolonged  soaking  previous  to  cooking  is  necessary*  for  the  best 
results  and  that  slightly  longer  cooking  than  with  freah  vcgetablea 
is  required.  An  intelligent  cook  quickly  learns  the  treatment 
essential  to  oisure  the  fresh  flavor  and  palatableness  which  are 
attainable  by  proper  handling. 

RxDucnoN  IN  WnoBT  AND  Bulk  of  VEdsraBLBB  upoif 

Drying 

The  actual  reduction  in  wei^t  obviously  depends  on  the  degree 
of  dehydration  effected.    The  following  figures  have  been  ob- 


The  Annals  of  the  American  Academy 


tained   from   a  variety  of  sources  and   are  reasonably  reliable 
although  they  have  not  been  checked  by  our  own  analyses: 

String  beftDi 10.4  lbs.  fresli  protlnof  1  ll>.  flri«»d. 

Spinadi 13  S    " 

Sweet  potato 4.6    * 

Beets 7.1    "' 

Onions.  11.4    " 

Cabbage 12.0    " 

Turnips 8.8    " 

Tomatot's lfj.3    '* 

Carrots.  .       G.O    ** 

PoUtoes  4.4    " 

If  dried  to  a  moisture  content  of  8  per  cent  the  following 
approximate  weights  of  dried  material  should  be  obtained  per 
ton  of  fresh  material : 

Beans,  green 250  lbs. 

Cabbage 215  ** 

CarroU 292  " 

Corn  (green) 465 

Lettuce 114  " 

Peas  (green) 350  " 

Potato,  while 450  '* 

Potato,  SNvrtt  513  " 

Spinach 166    " 

Tomatoes 125  " 

Turnips 225  " 

Data  on  the  reduction  in  bulk  are  less  easily  obtained,  and 
vary  greatly  since  the  products  are  more  or  less  subject  to  com- 
pression in  packing.  The  importance  of  this  will  be  later  men- 
tioned.   A  few  figures  are  quoted: 

String  beans.  .  .r<'<liu*('<l  to  i  original  volume. 

Spinach .      " 

Onions "        "J 

Tomatoes "        "   ' 

Beets 

Potato,  whit*'  ' 

PoUto,  sweet  ^ 

A  more  defiinite  unit  of  measurement  for  these  dried  foods  is 
the  weight  per  cubic  foot.  Expressed  in  this  way  the  figm-es^are 
not  always  in  exact  agreement  owing  to  differences  in  the  per- 
centage of  water.    As  representative  of  the  product  in  general, 
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the  following  figurrs  arr  given,  the  niatrrtal  being  louiely  padud 
in  oartoDi  or  bAireb: 

BonU  Product  Ii*».  prr  cuWh  ttnA 

PoUtooi u 

CaiToU.  .  IH  7 

Turnipt.  19 

Cdbb^e.  11 

OnloM 11 

Soup  mfaitiire  ^o 

Hont  Product 

PoUioes 14-15 

Oiiieii«tlMiiwd..  9.75 

Tttnupt.  flMaMl 10>11.« 

Turnip*,  unilaainad ...  0 

BruMebiprouU.  .  lo 

CmtoU,  unileuBetl  15 

CarroU.  BlMmed .  15 .  75 

CMm^b S.tS 

Bcttns,  white.  parUv  ccMiknl  iS  i5 

Soup  mixiurr  1  > 

An  examination  of  several  different  makes  of  dried  potatoes, 
prepared  in  a  number  of  forms,  has  given  me  the  following  re«ulti : 

Maker  Form  Lbs.  per  cubic  fool 

I^ni  in  ion  SI  iced  f  1 

CkOliwMk  Shredded  90  4 

PHdMT  Slioed  18.S 

Pitcher  Grmnuktrd  «5.8 

BcnU  Cubes  U 

Horst  Quartemi  16 

The  practical  importance  of  this  matter  lies  in  the  fact  that  in 
the  looaely  packed  form  the  weight  per  shipping  ton  of  40  cubic 
feet.  18  relatively  low,  and  while  a  coniiderable  saving  in  freight 
charges  is  to  be  secured  by  sending  the  dried  rather  than  the- 
fresh  or  canned  material,  it  seems  possible  to  make  a  still  further 
saving  in  this  respect. 

The  following  figures  express  the  weights  of  dried  material  per 
shipping  ton  (40  cu.  ft): 

Strtng  besna  408  fts.  equal  io  about  4.000  Bw.  Intk  naUnal. 

Spinach  lt5   "  *      1.051) 

Oniocis.  100-450  I.OOi) 

Turnips  780    ' 

Carrots  481 


dt 
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C«bbi«e 

Potato,  slices . 
Potato,  cubes . 
Foteto.  granuUted 
Plotftto,  sweet .... 


?65  lbs.  equal  to  about  4,^00  lbs.  fresh  material. 

700 3,000 ' 

960  •*  4,000  • 

1,025  **  4.200 

640  ••  2.950 


Modifications  in  the  process  of  manufacture  are  practicable 
by  which  many  of  the  vegetables  may  be  prepared  in  compressed 
form  and  in  this  condition  have  approximately  the  same  specific 
gravity  as  water  or  slightly  higher.  The  advantage  of  this  pro- 
cedure is  evident  from  the  shipping  standpoint  as  it  not  only 
reduces  the  bulk  very  greatly,  bringing  the  material  to  a  very 
satisfactory  density  for  shipment,  but  it  brings  about  a  still 
further  saving  in  containers,  packing,  etc. 

Nutritive  Value  of  Dehydrated  Foods 

Since  nothing  but  replaceable  water  has  been  removed  from  the 
foods,  they  contain  all  the  food  combinations  and  food  values  of 
the  original  materials.  It  is  not,  however,  suggested  that  those 
dehydrated  products  should  take  the  place  of  fresh  vegetables 
when  the  latter  can  be  secured  in  plentiful  amounts  and  prime 
condition  at  reasonable  prices.  On  the  other  hand,  they  are 
entirely  superior  to  old,  heated  or  wilted  vegetables  or  those 
which  have  undergone  deterioration  by  freezing  or  action  of  fungi 
or  bacteria,  and  their  advantages  from  this  standpoint  need  no 
further  argument. 

A  few  analyses  of  dehydrated  vegetables  are  api>ended  in  order 
to  show  that  the  foods  are  still  normal  in  character  and  food 
value  and  to  demonstrate  the  great  saving  in  weight  and  bulk  due 
to  loss  of  water. 

These  analyses  agree  fairly  closely  with  the  theoretical  figures 
calculated  from  the  average  analyses  given  by  Atwater  and  Bryant. 
Some  variation  in  analyses  is  expected  owing  to  actual  differences 
in  composition  with  different  varieties  of  vegetable  and  types  of 
s<m1. 

Some  calculated  analyses  based  on  a  10  per  cent  water  content 
are  here  given  for  comparison.  Especial  attention  is  called  to 
the  actual  fuel  value  per  pound  and  the  rate  of  fuel  value  in  the 
fresh  and  the  dehydrated  product.  While  these  are  calculated 
rather  than  actually  obtained  by  analysis,  they    nevertheless 


ComnTTAL  Dbrtdration 

Ajcalttical  D4TA  ON  DviD  Vkwt. 


Uk. 

luff 

& 

a. 

c^ 

4- 

Ind 

c5. 

(bjdii.) 

Cat 

CoL 

Onioii. 

1 
8 

6.97 
5.S6 

4.10 
946 
8.65 

It  65 
18.lt 
11  87 

5.66 
4.66 
881 

1.76 

76 

1  68 

66.66 
16.81 
74.66 

AwiM 

5.68 

8.56 
886 

19  65 
14  10 

4  58 

4.87 

1.64 
1  86 

71.84 

75.66 

856 

861 

1666 

AT.lloii.fkw... 

1766 

Tmipt. 

0 
905tf 
9040 

9  06 
4.76 
9  79 

6  48 

7.68 
5  64 

16  68 

16.58 

6.60 

0.55 
8.04 

841 

.78 
.65 

47 

68  85 

#6.11 
66  46 

AWSM 

646 

7.58 
8  05 

16.84 
19  79 

8.67 
6  67 

50 
58 

68.67 
68.46 

8li 

1446 

Ar.iEk.Vt^... 

1666 

Canota 

S 

90S7 

1.71 
5.44 

668 

4.58 

6.07 
5  87 

5  66 
5.87 
5  17 

8  7t 
8  t5 
7  81 

6  17 
1.64 
1  06 

77.61 
78.18 
78.66 

Atwim 

AT.llSt.Frw. 

4.66 

5.46 
5  76 

5.48 

5.70 

8.10 
8  51 

1  48 
1  55 

74  81 
78.48 

848 

860 

1554 
1681 

PoUtOM 

ft 

7 
9061 

7  00 
A. 84 
4  01 

9.89 
8.88 

S.Si 

9.7« 

9.18 

10  00 

1.88 
1.77 
1.78 

.61 

76  45 

79  99 

80  55 

AwtM 

At.  Moil.  FhM>.    . 

5  Of 

9.76 
4  00 

9  09 
10  t« 

1  79 
1  90 

It 
19 

78.78 
88.78 

864 

886 

1646 
1758 

CabiMM 

10 
aOiAB 
9046 

4.44 
4.66 

5  60 

6.08 
5.61 
5  61 

19.18 
16  44 
19  50 

8  67 

7  88 

8  11 

.97 
1.68 
1.68 

66.16 

68.86 
66.64 

ATVlgi 

4.68 

6.07 
6  87 

15  06 
15  79 

8  07 

8  47 

1.06 
1  14 

65.68 
66  68 

855 

1566 

AT.lCb.P)rae 

1616 

TomftloM 

4 
11 

5.17 
4.06 

5.57 
8.66 

17  65 
14.18 

7.t8 
8.51 

8.85 

1.71 

61  88 
66.M 

Avdvcv 

4.56 

7  It 
7  46 

15  71 

16  47 

7.60 
8.68 

6  58 
6  65 

6t  15 
65  14 

8tt 
856 

1666 

At.  llofe.  Ffew. . . 

FmiiM .  .   . .  1 1 .  ^  4. 

S 

6.81 

6.40 

6.56 

10.00 
10.66 

678 
6.96 

1.77 
1.86 

7f  t6 
74  88 

854 
864 

1666 

Moii.PNt 

1681 

show  the  general  values  far  ddiydrated  foods  frfiich  «i«  entirely 
practicable  from  the  manufacturmg  point  of  view: 
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VegeUble 


% 
Water 


% 
Pro- 
tein 


% 
Fat 


Total 
car- 
l>oh. 


% 
Fibre 


% 
Ash 


Fuel 
value 

per 

lb. 


Ratio  of 
fuel 
value 


ReHa,  fresh, 

tion 

BeeU.  dried. 


edible  por- 


fresh,    edible 


dried 

CarroU,  f  reah,  edible  por- 
tion   

Carrots,  dried 

Celery,  fresh,  edible  por- 
tion ..... 

Cclerj',  dried 

Com,  green,  edible  por- 
tion   

Cx>m,  dried 

Cucumbers,  edible  poi^ 
tion 

Cucumbers,  dried 

Eggplant,  fresh,  edible 
portion 

Eggplant,  dried . 

Lettuce,  fresh,  edible  por- 
tion   

Lettuce,  dried 

Okra,  fresh,  edible  por- 
tion   

(Hera,  dried 

Onions,  fresh,  edible  por- 
tion   

Onions,  dried 

Parsnips,  fresh,  edible 
portion 

Parsnips,  dried  . 

Peas,  green,  edible  portion 

Peas,  dried 

Potatoes,  fresh,  edible 
portion 

Potatoes,  dried .  . 

Potatoes,  e\'aporated,  as 
purchased 

Pumpkins,  fresh,  edible 
portion 

Pumpkins,  dried . 

Spinadi,  fresh,  as  pur- 


Spinach,  dried 

Squash,  fresh,  edible  por- 
tion   

Squash,  dried , 

Tomatoes,  fresh,  as  pur- 


Tomatoes,  dried  .... 
Turnips,  fresh,  edible  por- 
tion   

Turnips,  dried 


87.5 
10.0 

91.5 
10.0 

88.2 
10.0 

94.5 
10.0 

75.4 

10. 0 

95.4 
10.0 

9«.9 
10.0 

94.7 
10.0 

90.2 
10.0 

87.6 
10.0 

83.0 
10.0 
74.6 
10.0 

78.3 
10.0 

7.1 

93. 1 
10.0 

92.8 
10.0 

88.3 
10.0 

94.3 
10.0 

89.6 
10.0 


1.6 
11.5 

1.6 
16.0 

1.1 
6.4 

1.1 

18.0 

3.1 
11.3 

0.8 
15.6 

1.2 
15.2 

1.2 
20.4 

1.6 

14.7 

1.6 
11.6 

1.6 

8.5 

7.0 

24.8 

2.2 
9.1 

8.5 

1.0 
13.0 

2.1 
24.5 

1.4 
10.8 

0.9 
14.2 

1.8 
11.2 


0.1 

0  7 

0.3 
3  2 

0  4 
3   1 

0.1 
1.6 

1.1 

4.0 

0.2 
3.1) 

0.3 
3.8 

0  3 
5.1 

0.2 
1.6 

0.3 

2.2 

0.5 
2.6 
0.5 
1.8 

0.1 
0.4 

0.4 

0.1 
1.3 

0.8 
8.5 

0.5 

3.8 

0.4 
6.3 

0.2 
1.7 


9  7 
69  8 

5.6 
59.3 

9  3 
71.0 

8.3 
54.0 

19.7 
72.1 

3.1 
60.6 

5.1 
64.6 

2.9 
49.2 

7.4 
67.9 

9.9 
71.9 

13.5 
71.4 
16.9 
59.8 

18.4 
76.4 

80.9 

5.2 
67.8 

8.2 

87.4 

9.0 
69.2 

3.9 
61.6 

8.1 
70.1 


0.9 
6.5 

1.1 
11  6 

1.1 

8.4 


0.5 
1.8 

0.7 
13.6 

0.8 
10.1 

0.7 
11.9 

3.4 
31.2 

0.8 
5.8 

2.5 

13.2 

1.7 

6.0 

0.4 
1.7 


1.2 
15.6 

0.9 
10.5 

0.8 
6.2 

0.6 
9.5 

1.8 
11.2 


1.1 
7.9 

1.0 
10.6 

1.0 
7.6 

1.0 
16.4 

0.7 
2.6 

0.5 

9.8 

0.5 
6.8 

0.9 
15.8 

0.6 
5.5 

0.6 
4.4 

1.4 
7.4 
1.0 
8.5 

1.0 

4.2 

3.1 

0.6 

7.8 

2.1 
24.5 

0.8 
6.2 

0.5 
7.9 

0.8 
6.9 


215 
1547 

145 
1536 

210 
1602 

886 
1391 

470 
1720 

60 
1563 

180 
1647 

90 
1528 

175 
1607 

225 
1634 

300 
1587 

465 
1646 

885 
1598 


120 
1565 

110 
1286 

215 
1658 

105 
1658 

185 
1600 


1:  7.2 

1:  10.6 

1:  7.6 

1:  15.2 

1:  3.7 

1:  19.5 

1:  12.7 

1:  17.0 

1:  9.2 

1:  7.3 

1:  5.3 

1:  3.5 

1:  4.1 

1:  13.0 

1:  11.7 

1:  7.7 

1:  15.8 

1:  8.7 
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Potatoes,    sweet,    fresh, 

edible  portion 

Potatoes,  sweet,  dried . . . 


69.0 
10.0 


1.8 
5.22 


0.7 
2.03 


27.4 
79.5 


1.3 

3.8 


1.1 
3.2 


570 
1658 


CoMMWMClAh 

The  kcefMng  qualities  of  ihe^e  matrriAb  in  limiiMl  only  by  the 
lack  of  obacrvanoe  of  care  in  prefMrnition  and  •torage.  Makkmt 
IB  necessary  for  the  devdopment  of  molds  and  bacteria,  the  great 
agencies  of  food  deterioration,  and  so  long  as  the  foods  are  mU 
dehydrated  and  have  been  kept  so  that  no  moisture  b  absorbed* 
they  seem  to  keep  in  good  condition.  Tlie  most  striking  illuiitra- 
tion  of  the  keeping  quality  of  dried  vegi'tiil>Ic*j»  in  the  reported 
saving  of  some  30,000  poniuiit  of  inatiTial  dri<*<l  for  tiie  Britirfl 
Forces  during  the  Boer  War  until  the  outbreak  of  the  present  war 
in  1014,  when  the  vegetables  were  used  with  satisfaction  in  the 
Kngiiflh  army. 

The  food  preparations  made  by  (he  various  methods  have 
lihown  considerable  variation  in  character  and  appearance. 
Differences  in  the  ratr  of  water  absorption  and  the  appearance  of 
tiio  pieces  after  swelUug  are  noted.  Aside  from  tiicse  physical 
differences,  it  is  worth  while^  consider  the  sanitary  aspect  In 
most  cases  there  is  a  partial  out  probably  not  complete  steriliza- 
tion. In  the  mechanical  processes  much  handling  is  eliminated, 
so  that  objections  arij»ing  from  that  source  are  circumvented. 

An  extensive  investigation  of  the  keeping  quality  under  different 
(xiiulitions  of  storage  and  diffi-rent  types  of  containtTs  has  been 
inadt'  under  the  writer's  direction.  This  has  shov^n  that  with 
good  products  in  suitable  containers  therd  is  no  deterioration 
even  when  the  foods  are  stored  for  months  under  the  most  ad- 
verse conditions  of  temperature  and  moisture.  Without  doubt 
this  phase  of  tlie  problem  will  be  adequately  met  as  the  industry 
develops. 

COMPABIBON  WTTH   CaNNED   VBGETABLaB 

A  practical  question  at  once  arises  as  to  the  comparative  utility* 
of  dehydrated  and  canned  vegetables.  The  answer  to  this  ques* 
tion  requires  consideration  not  merely  of  food  values  and  availa- 
bility, but  also  of  relative  cost  of  manufacture,  relative  cost  of 
tin  cans  and  packing  cases,  and  reUtive  cost  of  txansportatioii. 
The  cost  of  raw  material  alone  would  be  essentially  tlie  same. 

Vegetables  may  be  conveniently  grouped  into  two  dasses:  (1) 
Those  ordinanly  canned,  but  also  dried  snooessfully,  indudk^ 
peas,  string  beans,  lima  beans,  tomatoes,  beets,  com,  pumploB. 
spinad),  cabbage,  and  sweet  potato.    (2)  Those  rarely  or  never 
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canned,  but  well  adapted  to  drying,  as  potatoes,  turnips,  carrots, 
parsnips,  celery,  onions,  and  sprouts. 

Comparisons  should  be  made,  therefore,  only  with  the  vegetables 
of  class  1.  These  products  are  now  canned  in  enormous  quan- 
tities annually  as  shown  by  the  following  figures  for  1917,  which 
have  been  supplied  to  me  as  advance  information  from  official 
sources: 

Cases  Cans 

Tomatoes 15,076,074     -     361,825,776 

Corn 10,802.952     =     259,270,848 

Beans  (aU  kinds) 4,486,070     -     107,665,080 

Beets 789,565      -       17,749.560 

Spinach 832,805      -         7,975,320 

Squash  and  pumpkin 1,065,483      =       25,571,592 

Sweet  potato 238,250      =         5,718,000 

Cabbage  and  kraut 1,493,122     »       35334,928 

Peas 9,829,153     =     236.899,672 

Apples,      apricots,      i>eaches,       % 

pears 6,725,568      =     161,413,632 

Since  each  individual  can  requires  the  use  of  from  five  to  seven 
ounces  of  tin  plate  for  the  container,  the  saving  in  expense  from 
this  source  alone  is  enormous.  A  less,  but  still  noteworthy  saving, 
would  also  be  effected  in  packing  cases.  The  third  great  advan- 
tage b  in  the  transportation  charges.  Since  the  canned  foods 
never  contain  less  water  than  the  fresh  food  and  frequently  con- 
tain an  even  higher  jjcrcentage,  it  is  seen  that  an  undue  proportion 
of  the  expense  of  canned  goods  lies  in  the  handling,  canning,  and 
transportation  of  water. 

The  following  table  shows  the  weight  of  food  as  prepared  for 
the  can,  the  number  of  cans,  size  of  can,  number  of  cases,  and 
weight  and  volume  when  prepared  for  shipment  of  some  of  the 
leading  lines  of  canned  goods: 


ComoaMSAL  DMrrmu' 
Whokt  and  Binjc  or  Om  Tow  or  Vj 


V<iHable 

pnpafM 

No. 

8km 

No. 

Co.  ft 

Total 

Corn 

PeM 

750  Rm. 
1000   •• 

1500    " 
808    - 

1100    - 
1400    " 
1450    •• 
1450    - 
1800    - 

740 
88i8 

1800 
585 

700 
780 
800 
887 

10 

81 

88.8 

88.8 

80 

S» 

45 

81.77 
88.88 

85.88 
51.85 
88.41 
48.88 
51.80 
58.78 
55.80 

1488  Iml 

Strintbeuii. 
UniibMiii.. 

TomatiMi 

PuBpktn 

SwMtpoUioet 

CMmm 

SUoed  T«rUblai 

8888    " 

8800    ** 
1788    - 
8148    " 
8850    - 
8400    " 
8700    •• 

Reference  to  the  table  on  page  60  of  this  report  ahowi  the 
wei^ts  of  dried  products  of  theoe  same  vegetables  to  be  per  too: 

Corn  485lbt. 

Ptei.  850" 

String  beam..  800    *"   about 

Green  beam..  .    850   ** 

Tomatoes .     185   ** 

Pumpkin 800   " 

Street  poUtA  .     518** 

Cabbage.  .     815    ** 

A  recent  report  on  an  analysis  of  dried  toinatocii  for  moisture 
and  solids,  brought  out  the  statenu^it  Uiat  one  pound  of  the 
product  with  a  water  content  of  7.4  jkt  cent  was  t*ciuivalent  to 
10§  two-pound  cans  of  solid  pack  Del  Monte  Brand  tomatoes 
containing  5.02  per  cent  solids. 

The  saving  to  be  effected  by  use  of  dried  products  is  indicated 
by  the  estimated  cost  of  canned  and  dried  tomatoes  shipped  from 
California  to  France.  It  is  stated  that  a  case  of  canned  tomatoes, 
costing  $8.60  in  California,  costs  $7  laid  down  in  Havre.  The 
equivalent  amount  of  dried  tomatoes  selling  S6  cents  per  pound 
in  California,  costs  40.5  cents  in  France,  a  sa\nng  of  $0,505  or 
94  per  cent  While  this  is  probably  the  most  favorable  case  that 
could  be  cited  it  is  certain  that  very  large  savings  could  be  made 
in  every  line  where  dried  products  can  replace  canned  ones.  At 
the  present  day  the  value  of  the  food  substance  in  the  can  is  but 
a  fraction  of  the  cost  of  labor,  containers,  paddng  cases  and  trans- 
portation charges. 
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Comparison  of  Dried  and  Canned  Fruits 

What  has  been  said  of  canned  and  dried  vegetables  applies 
also  to  fruits.  Witliout  discussing  the  whole  problem  it  may  be 
of  interest  and  value  to  show  the  comparison  between  the  dried 
fruits  of  the  types  at  present  on  the  markets  and  the  same  foods 
when  canned. 


YlCIi)  PBR 

Ton  of  Fruit 

Fruit 

Weight 

prepared 

for  canning 

No. 
cans 

Size 

Cases 

Cu.  ft. 
boxed 

Total 

weight 

boxed 

AddIcs  .  .                    ... 

1400  lbs. 
1500     '• 
1500     " 
1500     " 

1066 
1148 
1143 
1143 

^ 
^ 
n 

^ 

44 
471 

47 
47f 

66 

71.25 
71.25 
71.25 

2640 

ffHK*^^ 

Peaches                

Apricots                  

Pears 

2850 
2850 
2850 

Each  can  of  these  products  contains  21  ounces  of  fruit  and  8 
ounces  of  syrup.  The  fruit  contains  on  an  average  more  than 
85  per  cent  water.  The  actual  weight  of  solids  in  each  can  is, 
therefore,  small.  The  dried  products  are,  on  the  other  hand, 
about  80  per  cent  solids  and  20  per  cent  water. 

On  a  basis  of  actual  food  units  (calories)  we  find,  therefore, 
that  tlie  dried  fruits  have  about  the  following  comparative  values 
per  ton  of  fresh  material: 


Canned 

Dried 

Weight 

Weight 

Calories 

Weight 

Weight 

Calories 

water 

solids 

per  lb. 

water 

solids 

per  lb. 

Apples 

1184.4 

215.6 

290 

308 

1092 

1880 

Peaches 

1321 

179 

220 

285 

1215 

962 

Apricots                  . . 

1221 

279 

340 

300 

1200 

1344 

Peart. . 

1216 

284 

355 

323.5 

1176.5 

1180 

Prtines.. 

.... 

. . . 

. . . 

. . . 

.... 

1430 

Bainns. . 
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Comparing  weight  and  bulk  when  packed  for  shipment,  we 
have  the  following  figures : 


CuMd 

DrM 

Frtiil 

We«ht 

VokiaM 

Wcifbt 
heSd 

VohHM 

ApricoU 
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87.88 
87.88 
87.88 

The  work  in  oommerdal  dehydration  is  sXiW  in  iU  early 
in  tJm  coniitrj'.  There  an*  many  problems  yet  to  be 
We  art*  now  attempting  to  find  out  which  proceai 
adaptcnl  for  gi*n(Tal  use,  whether  dehydrated  products  are  de- 
ficient in  any  of  tlie  nutritive  principles  which  they  should  possess 
and  which  tlie  fn\sh  vt^gi^tables  themselves  possess,  to  work  out 
aatisfactor>'  methods  of  storage  and  transportation  by  selecttng 
tlie  best  t^'pes  of  containers,  and  to  acquaint  the  conxunier, 
(*s|MH-ialIy  in  tlie  cities,  witli  tlie  great  advantages  which  are 
likely  to  Ir*  gained  l)y  tlie  use  of  dehydrated  products. 

Obviously,  dehydration  will  succeed  oommercially  only  in  tiioM* 
regions  witii  abundant  crops  whicli  can  be  contracted  for  at  plant- 
ing for  a  guaranteed  price,  or  in  centers  having  a  short  haul  from 
the  iKiint  of  production  and  suitable  shipping  fucilitien.  If, 
however,  tlie  problem  is  met  scientifically  there  appears  no  reason 
to  doubt  that  a  demand  will  l)e  created  and  that  dehydration  will 
become,  as  canning  has,  a  great  industry  of  immense  importamv 
to  agricultun\  with  tlie  further  advantage  that  no  tin  plate  will 
be  required  and  that  the  consumer  will  purchase  prai*tically 
nothing  but  food  material,  whereas  in  the  purchase  ol  canned 
goods  he  is  buying  and  the  railroads  iire  shipping  enormous 
quantities  of  water. 

In  order  to  insure  a  succt^s^ful  industry,  deliydrated  products 
must  have  the  quality  which  will  make  them  the  practical  equiva- 
lent of  the  fresh  materials.  They  must  be  handled  in  a  sanitary 
manner^  be  put  up  in  suitable  padcages,  and  sold  at  a  price  which 
will  make  them  Uiroughout  the  year  comparable  ^nth  fresh  vege- 
tables. We  believe  Uiis  con  be  done,  and  Uiat  deh^-dration  will 
become  the  servant  of  agriculture  as  well  as  of  the  dwcUen  in 
the  great  dtaea. 
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Economic  Aspects  of  the  World  Mineral 
Situation 

By  Alfred  G.  White* 

Bureau  of  Mines,  Washington,  D.  C. 

THE  results  of  the  Peace  Conference  will  largely  determine 
the  future  of  nation^  Each  nation,  whatever  its  present 
state  of  development,  ultimately  hopes  to  rise  in  the  industrial 
scale  from  a  producer  and  exporter  of  crude  raw  materials  to  the 
position  of  greater  wealth  and  higher  organization  attained  by  a 
manufacturing  nation.  The  control  pf  natural  resources  is  one  of 
the  important  factors  under  consideration.  Resources  are  very 
unevenly  distributed  and  the  control  of  one  important  world 
product  is  a  diplomatic  asset  to  the  nation  possessing  it.  Danger 
of  too  great  dej>endence  upon  other  countries  has  been  emphasized 
by  the  war.  Such  dependence  has  involved  the  diversion  from 
military  service  of  the  ship  tonnage  required  for  the  actual  import 
of  the  materials,  for  the  return  movement  of  fuel,  equipment  and 
supplies  required  in  their  production,  and  for  the  transportation  of 
other  less  essential  products  insisted  upon  by  the  nations  possess- 
ing them.  In  addition  to  the  sacrifice  of  shipping  and  to  the 
uncertainty  of  supply,  the  imp>ortation  of  bulky  raw  materials  has 
overtaxed  port  facilities  and  has  required  increased  financial 
credits  in  purchasing  materials  abroad.  During  the  war,  essential 
supplies  of  raw  materials  were  cut  off  and  many  nations  were 
forced  to  attempt  to  develop  their  home  resources,  even  imder 
unfavorable  conditions.  The  continuation  of  this  attempt  may 
no  longer  be  necessary  if  world  security  and  peace  can  be  per- 
manently established  and  an  equitable  distribution  of  raw  mate- 
rials assured. 

The  Importance  of  Mineraxs 
The  war  has  greatly  emphasized  the  imp>ortance  of  minerals, 
which  rank  with  foods  and  textiles  among  the  great  and  essential 
groups  of  raw  materials.     The  fuels,  iron  and  steel,  copper,  lead, 

*  Published  with  the  permission  of  the   Director  of  the  U.  S.  Bureau  of 
Biines. 
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and  smc  were  fundmmcnUl  nuitemlt.  In  additfao  there  b  a 
tmmUer  group  of  **  War  Minerals"  whotc  importance  b  far  greater 
than  either  Uieirionnaie  or  vahie  would  indicate.  Thctwofunda- 
mental  materiah  for  the  piodiictioii  of  aD  modem  high-power 
ezploeives  are  nitrate  uaed  chiefly  m  the  form  of  nitric  add,  and 
concentrated  sulphuric  add  made  f^om  pyrite  or  su^ihur.  ICan- 
ganeae  is  the  moat  eseential  alloy  for  h%b-grade  flted  for  munitions 
and  important  industrial  uses.  Tungsten  and  motybdcnuui  arr 
essential  alloys  for  tool  steel.  Flake  graphite  is  used  tor  crucibles 
required  in  the  production  of  brass  and  crucible  steeL  Tin  is 
required  for  tin-plate  for  utensib  and  cans  for  preserving  food  and 
for  bearing  metal.  Quicksilver  b  used  as  fulminate  to  eiplode 
cartridges  and  shells,  and  b  essential  for  the  safe  and  effective  use 
of  high-«xplosives.  Potash  b  used  chiefly  for  fertiliser.  Anti- 
mony b  required  for  hardening  lead  for  bulleU.  Chromite  b  used 
to  make  an  alloy  for  tool  steel,  for  tanning  leather,  and  as  a  re- 
fractory lining  in  basic  open  hearth  steel  furnaces.  Magnesite  b 
used  as  a  refractory  in  metallurgical  furnaces.  Mica  b  indispen- 
sable as  an  insulating  material  in  the  manufacture  of  electrical 
apparatus.  Platinum  b  important  as  a  "contact"  material  in  the 
manufacture  of  sulphuric  acid  for  explosives. 

The  annual  production  of  the  more  important  minerab  approx- 
imated about.  1»800,000,000  short  tons  prior  to  the  outbreak  of 
the  Eunqpean  war.  Thb  does  not  indude  a  number  of  minerab  of 
more  or  less  local  significance,  such  as  stone,  cement*  sand,  and 
gravd.  The  relative  weight  of  the  various  minerab  produced  in 
191S,  reduced  to  short  tons,  b  as  follows: 


Coal 

1,480,000,000 

Iron  Ore 

105,000,000 

Ofl 

55,000,000 

Sdt. 

^4,000.000 

Potash  SalU 

13,000,000 

Phosphate  Rock 

7,000,000 

pyrite 

6,800,000 

on  Shale 

4,000.000 

Nitrate 

3,100.000 

BCanganose  Oro. 

£,600,000 

Lead 

1,300.000 

Copper.. 

1,100,000 
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Zinc 1,100,000 

Sulphur  800,000 

Bauxite 600,000 

Crude  Magnesi  t  600,000 

Chromite 200,000 

Asbestos 180,000 

Tin 140,000 

Graphito  140,000 

Nickel  S«,000 

Antimony  27,000 

Arsenic  16,000 

Silver.  9,320 

Tungsten 9,000 

Quicksilver 4,400 

Sheet-Mica  4,000 

Vanadium 1,240 

Gold 912 

Molybdenum 244 

Platinum 11 

These  figures  of  relative  bulk  must  be  kept  in  mind  as  the  further 
discussion  will  deal  i^ith  percentages  of  output.  While  one  per 
cent  of  the  world's  coal  output  represents  approximately  15,000,000 
tons,  one  per  cent  of  the  world's  production  of  platinum  is  only  a 
small  fraction  of  a  ton. 

For  purposes  of  general  discussion  minerals  may  be  grouped 
under  three  heads:  fuels,  metals,  and  non-metallic  minerals. 

I.  Fuels 

The  principal  minerals  in  this  group  are  coal,  petroleum  (in- 
cluding shale  oil),  and  natural  gas.  Considerable  amounts  of 
peat  are  used  as  fuel,  but  under  present  conditions  it  is  of  local 
significance. 

Coal  represents  by  far  the  largest  tonnage  in  the  mineral  group. 
It  may  be  divided  into  three  sub-groups,  anthracite,  bituminous, 
and  hgnite.  The  anthracite  is  of  principal  significance  as  a  smoke- 
less domestic  fuel.  Bituminous  is  further  divided  into  two  signif- 
icant groups,  coking  and  non-coking.  Coking  coal  is  required  in 
the  principal  metallurgical  operations  and  is  important  in  the 
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development  of  iinelting  indiuitries.  Non-coking  bituminous  coal 
is  used  for  power  and  industrial  purposes,  for  railroad  and  bunker 
purposes,  and  in  the  absence  of  anthracite  for  domestic  purposes. 
It  represents  tiio  princi|>al  coal  used  for  escport  purposes.  Uig- 
nite  coals  are  of  lower  K^ade  and  are  generally  restricted  to 
local  consumption. 

Europe  and  North  A  an*  ilw  priiui|>ai  coal  prtMliK  iiif^ 

(-tnitinents.     The  101S  { ^  uoo  was  as  follows:  United  Stales, 

39  {NT  ct*nt;  Great  Britain,  Sit  per  cent;  Germany,  21  per  cent; 
Aujitria,  4  per  cent;  Prance,  8  per  cent;  Russia,  <  per  cent;  Bel- 
gium, ^  per  cent;  Ja|>an,  2  per  cent;  India,  1  per  cent;  Cliina,  1 
l>er  cent;  Australia,  1  |>er  cent;  Canada,  1  per  cent;  and  all  others 
1  per  cent  Great  Britain.  Germany,  and  tlie  United  States  were 
the  principal  exporting  nations,  with  a  smaller  amount  from  Japan 
and  Australia.  Practically  all  the  other  important  producers 
used  their  production  for  home  consumption  and  required  addi- 
tional  iini)ortH.  Most  of  the  principal  producers  are  capable  of 
continuing  pro<luction  for  a  considerable  |)enod  of  time.  The 
great  future  restTvt»s  of  the  world  are  held  by  the  United  States 
with  one-half  of  the  total.  Canada  wi\h  one-sixth,  and  China  with 
one-seventh.  Great  Britain's  reserves  are  smaller,  but  of  the 
hi^est  average  quality.  A  rr^^  •  '  rable  part  ol  the  world's 
reserves  consist  of  Uie  lower  gra.  .  le  coals.    The  net  effect  of 

the  war  on  tlie  coal  industry  was  to  cut  off  the  German  export,  to 
cause  a  decline  of  over  20  ptT  cent  in  tlie  British  export,  and  to 
considerably  increase  the  export  frotn  flw  T'niK .)  States  to  both 
Europe  and  South  America. 

Soon  after  the  beginning  of  the  war.  Germany  mcreased  her 
control  over  coal  resources  by  Uie  capture  of  fields  producing  about 
one-half  the  French  output,  by  the  capture  of  all  of  tiie  Belgian 
coal  fields,  and  by  the  capture  of  the  coal  field  in  Poland  producing 
about  one-fifth  the  total  Russian  supply.  This  increased  the  Ger- 
man and  Austrian  control  of  this  important  fuel  by  about  4  per 
cent.  On  the  whole  the  productkm  of  coal  has  been  less  than 
normal  since  the  war  began.  In  most  countries  production  has 
declined  from  10  to  !tt)  per  cent  except  in  tlie  T 'nitod  States  where 
it  has  increased  to  meet  the  demands  incident  tc»  tiie  manufac- 
ture of  munitions  and  to  a  greater  export  tradr. 
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Petroleum  and  Petroleum  Products 

Petroleum  may  be  used  in  its  crude  state  as  fuel  oil  for  industrial, 
railroad,  and  steamship  purposes,  or  it  may  be  refined  into  a 
number  of  products  of  wide  significance.  The  principal  ones  are 
gasoline  for  internal  combustion  engines,  kerosene  used  largely  for 
lighting  purposes,  lubricating  oils,  residuum  used  as  fuel  oil,  and 
asphaltum  for  road  making.  Improvements  in  refining  and  crack- 
ing processes  are  resulting  in  the  recovery  of  a  larger  percentage 
of  the  high-grade  products  and  a  corresponding  decrease  in  the 
amount  of  oil  used  for  heavy  fuel  purposes.  A  minor  but  signifi- 
cant source  of  supply  for  oil  products  is  the  distillation  of  shales 
which  has  been  principally  developed  in  Scotland,  but  large 
reserves  are  available  in  the  United  States. 

The  use  of  petroleum  and  petroleum  products  was  greatly  ex- 
panded during  the  war.  Large  amounts  of  fuel  oil  were  required 
for  alhed  naval  operations,  and  the  demand  for  gasoline  and 
motor  spirit  was  enormously  increased  by  the  use  of  motor  trucks, 
aeroplanes,  submarines,  and  tanks. 

North  America  and  Europe  are  the  principal  petroleum  pro- 
ducing continents.  The  relative  importance  of  1913  world  produc- 
tion was:  the  United  States,  64  per  cent;  Russia,  17  per  cent; 
Mexico,  7  per  cent;  Roumania,  4  per  cent;  Dutch  East  Indies,  2 
per  cent;  Austria,  2  per  cent;  India,  2  per  cent,  and  all  others  2  per 
cent.  As  far  as  reserves  are  concerned,  the  United  States  will 
hold  its  leading  position  for  many  years  to  come.  Russia  may 
ultimately  be  exp^ected  to  be  the  leading  world  producer.  Mexico 
has  very  extensive  reserves  and  its  production  is  rapidly  increas- 
ing. Very  large  undeveloped  areas  of  great  promise  are  known  in 
Persia.  During  the  war  the  Russian  production  was  available 
for  Russia's  requirements  and  the  principal  oil  territory  was 
occupied  by  the  British  after  the  collapse  of  Russia.  Grermany  was 
greatly  handicapped  because  of  the  small  amount  of  petroleum 
available  for  her  use.  The  Austrian  output  from  Galicia  was 
available  and  the  Roumanian  fields  were  later  captured,  but  these 
fields  were  partially  destroyed  and  were  only  brought  back 
to  somewhere  near  normal  production  at  the  close  of  the  war. 
Although  Germany  was  able  to  use  railroad  facihties  to  a  greater 
extent,  relied  less  on  motor  trucks,  and  did  not  have  the  heavy 
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demands  for  nmval  opermtioiu.  the  aborUge  wu  very  keenly  tdL 
The  Allies  relied  largely  on  i^roductioo  from  the  United  SUtet  and 
Mexico,  the  principal  limit  of  supply  being  the  shortage  of  tank 
steamers  which  was  intensified  by  losses  from  submarin 
IloUi  tiie  United  States  and  the  Merican  production 
greatly  increased  and  Mexico  probably  took  second  rank 
the  producers  in  1017. 

Natural  gas  is  a  very  important  fuel  which  has  been  principally 
produced  m  the  United  States.  Because  of  the  fact  that  it  must 
be  piped  to  the  point  of  consumption,  it  is  generally  used  in  rebk 
lively  k)cal  areas  and  does  not  enter  mto  export  or  long  distance 
transportation. 

While  hydro-ekctrio  power  has  been  largely  developed  in  many 
districts  and  comes  into  competition  with  the  natural  minend 
fuels,  it  is  again  a  matter  of  relatively  local  use  and  does  not  oSer 
any  immediate  prospect  of  replacing  the  other  principal  fueb 
although  it  will  occupy  an  increasing  field. 

n.  Metals 

The  metal  group  may  be  divided  into  several  sub-divisiQOSy  the 
largest  of  which  is  iron  and  steel  including  the  steel  allosrs. 

Iron  ore  takfs  second  place  among  the  bulky  mineral  products. 
The  iron  and  steel  industries  which  make  use  of  it,  have  generally 
been  located  with  respect  to  the  coking  coal  supply,  so  that  a 
nation  which  possesses  iron  and  does  not  possess  coal  has  not 
become  important  in  steel  manufacturing. 

Europe  and  North  America  are  the  principal  iron  ore  produdng 
continents.  The  relative  importance  of  the  19 IS  world  produc- 
tion by  countries  was:  the  United  States,  86  per  cent;  Germany, 
induding  Luxemburg,  90  per  cent;  France,  IS  per  cent;  the  United 
Kingdom,  0  per  cent;  Russia,  5  per  cent;  Spam.  5  per  cent; 
Sweden*  4  per  cent;  Austria,  S  per  cent;  Canada,  1  per  cent;  Cuba, 
1  per  cent  and  all  others  4  per  cent.  The  present  principal  pro- 
ducing districts  contain  laige  reserves  and  no  inuuediate  shifting 
of  the  industry  is  probable.  Brasil  and  China  hav^  vast  iisuvia 
whidi  have  so  far  been  little  devdoped.  Newfoundland  also  has 
large  leaeivea  whidi  so  far  have  been  devdoped  only  on  a  small 
scale.!^  The  principal  effect  of  the  war  on  the  iron  ore  situation 
was  the  seisure  of  a  large  part  of  the  French  producing  districts  by 
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Germany  early  in  the  war.  With  the  close  of  the  war  and  the 
probable  return  of  the  Lorraine  iron  deposits  to  France,  Grermany 
will  lose  practically  70  per  cent  of  her  known  iron  deposits 
representing  about  60  per  cent  of  her  pre-war  production,  thus 
increasing  French  control  from  12  to  24  per  cent  and  decreasing 
German  control  from  20  to  8  per  cent  of  the  normal  world  output. 

The  production  of  pig  iron  in  the  United  States  increased 
almost  one-third  while  that  of  most  countries  declined.  This 
indicates  the  extent  to  which  the  alHed  nations  depended  on 
this  country  for  war  materials. 

Of  the  steel  alloys,  manganese  and  chrome  represent  the  min- 
erals involving  the  larger  tonnages.  Before  the  war  Russia  pro- 
duced 56  per  cent  of  the  world's  manganese,  India  35  per  cent,  and 
Brazil  5  per  cent.  The  export  of  Russian  manganese  was  cut 
off  by  the  closing  of  the  water  route  via  Constantinople.  The 
shipments  from  India  were  largely  curtailed  by  the  shortage  in 
ocean  shipping.  Under  these  circumstances  Brazil  was  more 
favorably  situated,  and  her  output  increased  over  four  fold. 
Before  the  war  Rhodesia  furnished  35  per  cent  of  the  output  of 
chromite.  New  Caledonia  35  per  cent,  Russia  13  per  cent,  and 
Asiatic  Turkey  8  per  cent.  While  the  principal  sources  of  New 
Caledonia  and  Rhodesia  remained  available,  ^ipments  were 
interrupted,  because  of  the  difficulties  of  ocean  transportation, 
and  the  situation  necessitated  conservation  in  the  use  of  this 
essential  mineral .  Production  in  the  United  States  and  Canada  was 
greatly  stimulated  so  that  at  the  close  of  the  war  these  countries 
were  large  producers.  Because  of  the  handicap  of  transportation 
and  lower  grade  deposits,  it  is  doubtful  whether  much  of  this  out- 
put will  be  i)ermanent.  Tungsten,  molybdenum,  vanadium,  and 
cobalt,  while  important  as  special  alloys,  are  produced  in  very 
small  tonnages.  The  pre-war  production  of  tungsten  came  from 
Asia,  28  per  cent;  United  States,  16  per  cent;  Australia  and  New 
Zealand,  15  per  cent;  Spain  and  Portugal,  14  per  cent,  and  South 
America,  14  per  cent.  Practically  all  of  these  sources  remained 
available  as  the  total  tonnage  was  relatively  insignificant.  Under 
the  stimulus  of  high  war  prices  the  world  production  was  doubled. 
The  United  States  and  Australia  were  the  principal  producers  of 
molybdenum,  with  Norway  as  third  in  importance.  Because  of 
the  small  tonnage  of  this  alloy  and  its  restricted  use,  the  situation 
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waji  not  greatly  duiturbed.  Peru  and  the  United  Statei  were  the 
prinri|)al  louroes  of  vanadium,  the  former  having  the  largest  and 
most  important  depotita  in  the  world.  The  production  of  vana- 
dium varies  considerably  from  year  to  year  and  the  situalioD  was 
not  gn*atly  disturbed.  The  prinripAl  iiupply  of  oobah  eomes  firom 
Canada.  Tlic  steel  alloy  group  as  a  whole  is  a  most  significant  one 
tiecause  of  the  production  of  special  steels  wliirh  are  absolutely 
essential  for  such  purposes  as  tool  steel,  automofiilf*  and  madune 
parts,  and  munition  manufacture. 


Non-Perboub  Mk 


.  1  A  i  .-^ 


The  second  sub-division  of  metals  includes  the  principal  noo- 
ferrous  metals  sudi  as  copper,  lead,  sine,  tin,  aluminum,  and 
nickel.  The  tonna^  involved  is  relatively  Riiiall  compared  to  the 
great  variety  of  inanufactured  productii  into  which  they  enter. 

North  America  produced  two-thirds  of  the  world's  copper  fai 
1913.  The  United  SUtes  ranked  first  with  56  per  cent,  with 
Japan  as  second  with  only  7  per  cent,  and  Mexico,  Spain,  and 
Australia  each  5  per  cent.  The  rest  of  the  production  is  widely 
scattered.  The  Central  Powers  produced  only  about  S  per  cent 
of  the  total,  and  were  greatly  handicapped  by  the  lade  of  this 
essential  metal.  The  United  States  will  probably  continue  to  be 
the  principal  producer  for  many  years.  Outside  of  the  United 
States,  Chile  and  the  Kongo  Independent  State  have  the  largest 
known  reserves.  The  production  of  copper  increased  by  50  per 
cent  during  the  war. 

North  America  furnished  4S  per  cent  of  the  world's  output  of 
lead,  Europe  80  per  ct>nt,  and  Australia  20  per  cent  The  princi- 
pal countries  in  then'  order  of  importance  were:  United  States,  96 
per  cent;  Australia,  20  per  cent;  Spain,  16  per  cent;  Germany  and 
Austria,  8  per  cent,  and  Mexico,  5  per  cent.  The  United  States 
pnxhirtion  increased  40  per  cent  during  the  war  while  in  other 
countries  it  declined.  The  leading  zinc  producing  coattnenta 
were  Europe,  48  per  cent;  North  America,  86  per  cent,  and  Anstra- 
Ha,  15  per  cent.  The  principal  countries  were:  the  United  States. 
S5  per  cent;  Germany,  45  per  cent;  Australia,  15  per  cent;  Itaty, 
5  per  cent,  and  Algeria,  8  per  cent  The  rest  of  the  production  was 
widdy  scattered.  The  principal  effect  of  the  war  was  the  distmb- 
ance  of  smelting  facilities,  a  considerable  part  of  irhidi 
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located  in  Belgium  and  Germany.  Much  of  the  Australian  con- 
centrates had  to  be  shipped  temporarily  to  the  United  States  for 
smelting.  With  regard  to  tin,  Southern  Asia  and  the  East 
Indies  produced  65  per  cent,  and  Bolivia  20  per  cent,  with  smaller 
amounts  in  Australia,  England  and  Africa.  The  Central  Powers 
have  no  production  of  tiiis  important  mineral.  While  world 
transportation  conditions  were  difficult,  the  tonnage  was  relatively 
small  and  no  serious  war  shortage  resulted  altliough  curtailment  in 
non-essential  uses  was  necessary.  Bauxite,  the  ore  from  which 
aluminum  is  made,  was  produced  almost  entirely  by  two  countries: 
France,  57  per  cent,  and  the  United  States,  40  per  cent.  The 
output  greatly  increased  due  to  war  demands  as  aluminum  was 
largely  used  in  the  construction  of  aeroplane  and  automobile 
parts.  Canada  has  almost  a  world  monopoly  of  nickel,  producing 
84  per  cent,  while  New  Caledonia  produced  about  11  i>er  cent. 
In  summarizing  this  important  group  of  minerals  we  may  observe 
that  the  Central  Powers  had  almost  no  production  of  copper, 
aluminum,  nickel,  and  tin,  and  were  thus  severely  handicapped. 

The  Precious  Metals 

The  third  sub-division  is  the  precious  metal  group,  including 
gold,  silver,  and  platinum.  The  tonnage  of  the  finished  products 
is  insignificant  compared  with  their  financial  and  industrial  im- 
portance. All  three  of  these  metals  have  been  used  largely  for 
jewelry  and  other  less  essential  purposes.  Gold  and  silver  are  of 
essential  importance  principally  from  a  financial  standpoint,  while 
platinum  was  of  sp>ecial  war  significance  because  of  its  use  in  the 
production  of  sulphuric  acid  by  the  contact  process  and  for 
essential  parts  in  electrical  apparatus.  In  1913  South  Africa  was 
the  most  important  gold  producing  section  with  44  per  cent  of  the 
world  output,  the  United  States  was  second  with  19  per  cent, 
Australasia  follows  with  12  per  cent,  Russia  with  6  per  cent, 
Canada  4  per  cent,  Mexico  4  per  cent.  The  rest  of  the  production 
was  widely  scattered.  In  the  production  of  silver.  North  America 
was  the  leading  continent  with  77  per  cent  distributed  as  follows: 
Mexico,  32  per  cent;  the  United  States,  30  per  cent,  and  Canada, 
14  per  cent.  Australia  was  next  with  8  per  cent,  and  then  Peru 
with  4  |>er  cent  and  Germany  and  Austria  with  3  per  cent.  Russia 
produced  93  per  cent  of  the  world's  platinum,  and  Colombia 
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fumiahed  most  of  the  reniAinder.  The  Riuwum  production  d^ 
cUned  during  the  war  and  wm  cut  off  afiv  the  ooUapae  of  Rqmul 
The  output  of  Colombia  very  largely  infWiawd,  but  the  h 
war  demand  fur  platinum  ri^ulted  in  a  rawpatgn  to  Nftriet  Ha 
for  jewelry  and  leia  aaecntial  purpotes.  The  prodoetfaxi  of  both 
gold  and  silver  declined  to  an  alarming  extent  during  the  war. 
This  was  due  to  the  tncreaaing  cost  of  Ubor  and  supplies  for 
mining  while  the  purchasing  value  of  the  product— 4he  dolUr — 
decUned  in  proportion. 

The  fourth  sub-diriaian  includes  metals  such  as  qukksiiyer* 
antimony*  magnesium*  radium,  and  a  number  of  others  of  lea 
importance.  Quicksilver  was  of  particular  war  importance  be- 
cause of  its  use  as  fulminate  m  connection  with  the  detonation  of 
high  explosives.  Four  countries  produced  the  larger  part  of  the 
world  supply  before  the  war  as  follows:  Spain,  81  per  cent;  Italy, 
25  per  cent;  Austria,  22  per  cent,  and  the  United  States,  14  per 
cent.  The  United  States  output  largely  increased  during  the  war. 
China  has  been  the  principal  source  of  antimony  with  a  production 
of  5S  per  cent  in  1913,  with  France  second  with  24  per  cent,  and 
the  United  States  third  with  8  per  cent  The  Chinese  deposits  are 
extensive  and  cheaply  mined  and  production  rapidly  increased 
during  Uie  war.  A  considerable  amount  of  the  metal  magnesium 
was  produced  as  a  light  alloy  for  aeroplane  construction.  Radium 
has  been  of  prime  importance  because  of  its  use  in  the  treatment  of 
cancer.  Certain  compounds  of  radium  have  been  largely  used  in 
luminous  parts  for  watches  and  various  military  equipment 

m.  Non-Metaluc  MoCDULi 

The  non-metallic  minerals  may  also  be  sub-divided  into  several 
groups.  The  Urgest,  from  a  standpoint  of  tonnage,  is  the  building 
and  structural  group. 

The  minerals  include  stone,  cUy,  sand,  gravel,  and  asphalt 
Secondary  manufactured  products  are  cement  brick,  and  potlery. 
These  minerahi  are  bulky  and  of  wide  distribution,  therefore  they 
are  generally  restricted  to  k)cal  markets,  where  tliey  are  used  far 
building  purposes,  for  road  materials,  and  other  structural  work. 
Some  of  the  higher  grades  of  day  and  stone  serve  special  manu- 
facturing or  omamchtal  purposes  and  may  be  transported  long 
distances,  but  these  are  ezceptioos  to  the  general  rule. 
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A  second  sub-division  b  the  fertilizer  group.  The  three  most 
iuii)ortant  inintTals  are  nitrate,  potash,  and  i)hosphate.  The 
principal  deposits  of  these  minerals  are  concentrated  in  a  few  places 
and  they  largely  enter  into  world  conmierce.  Chile  produces 
practically  all  of  the  output  of  natural  nitrate.  The  production  of 
artificial  nitrates  by  various  electrical  and  chemical  processes  has 
been  expanded  and  probably  furnished  a  considerable  part  of  the 
German  supply  which  was  supplemented  by  large  stocks  accumu- 
lated before  the  war.  Chile  furnished  the  larger  part  of  the  sup- 
ply required  by  the  Alhes  for  the  manufacture  of  explosives.  The 
transp>ortation  of  several  million  tons  of  this  material  was  a  serious 
problem  and  resulted  in  considerable  curtailment  of  its  use  for 
fertilizer.  Germany  had  a  similar  monopoly  control  with  regard 
to  potash,  producing  practically  all  of  that  essential  fertilizer. 
The  world's  supply  was  cut  off  with  the  outbreak  of  the  European 
war. 

A  considerable  development  from  natural  deposits  and  from  by- 
product sources  took  place  in  the  United  States  so  that  at  the  end 
of  the  war  a  production  capacity  had  been  developed  to  meet  one- 
third  of  the  requirements.  This  development  took  place  under 
the  stimulus  of  very  high  prices  and  it  remains  to  be  seen  how  much 
of  this  industry  can  survive  the  handicap  of  high  freight  rates  from 
the  western  deposits  which  have  furnished  a  large  part  of  the 
output. 

The  supply  of  phosphate  rock  comes  principally  from  the 
United  States,  45  per  cent,  and  from  Northern  Africa,  35  per  cent. 
France  was  third  with  only  5  per  cent,  with  smaller  amounts  from 
Belgium,  and  several  small  islands  of  the  Pacific.  A  shortage  of 
labor  and  ocean  shipping,  together  with  the  loss  of  the  German 
market,  largely  decreased  the  total  production  of  this  material. 

A  third  sub-division  is  the  cliemical  and  metallurgical  group. 
Pyrite  and  sulphur  are  used  in  the  manufacture  of  sulphuric  acid, 
in  the  production  of  sulphite  wood  pulp,  and  for  a  great  variety  of 
other  chemical  purposes.  The  largest  production  of  pyrite  comes 
from  a  district  in  Spain,  a  small  part  of  which  extends  into  Portu- 
gal. This  district  furnished  61  per  cent  of  the  world's  output 
before  the  war.  Norway  was  second  in  importance  with  8  per 
cent,  and  the  rest  of  the  production  was  Widely  scattered.  A 
considerable  increase  in  the  United  States  and  Canadian  produc- 
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tion  took  place,  but  ti&e  principal  war  drmanda  were  met  by 
an  enonnoui  expanikm  in  the  productKNi  of  gulphur.  Italy 
(47  per  cent)  and  the  United  States  (44  per  cent)  produced  thie 
great  bulk  of  the  world's  sulphur  output  witli  the  remainder  of 
about  8  per  cent  coming  from  Japan.  The  production  in  the 
United  States  has  been  very  rapkUy  increased  and  was  almost  on  a 
par  with  that  of  Italy  befoM  the  ^tir.  During  the  war  the 
United  Stutes  production  expanded  almost  four  fold,  giving  it 
preHminftice  as  a  world  producer  while  tlie  production  of  Italy 
suffered  a  serious  decline. 

Graphite  and  magnesite  are  largely  used  for  refractory  purposes 
in  the  metallurgical  induiitry.  The  flake  graphite  is  used  for 
crucibks  for  melting  braiw  and  liteel.  Ceylon,  AuMtria  and 
Madagascar  were  the  principal  sources  of  supply  before  the  war. 
The  production  of  Madagascar  was  very  largely  increased.  A 
large  increase  in  the  United  States  industry  took  place.  Austria 
produced  three  quarters  of  the  world  output  of  magnesite,  and 
when  thi^  supply  was  cut  off  at  tlie  bt^ginning  of  tiie  war,  it  created 
a  problem  in  the  steel  industry  where  it  was  largely  used  as  a 
refractcM^  furnace  lining.  A  great  expansion  took  place  in  the 
United  States  industry  in  California  and  Washington,  which  met 
our  requirements,  while  the  Grecian  output  also  was  expanded  so 
that  no  serious  suffering  resulted  from  the  war  situation.  Salt  is  a 
mineral  of  large  tonnage,  very  widely  used  for  many  purposes; 
fuller's  earth,  borax,  barites.  and  arsenic  are  other  niiinlMTs  of  this 
grouj). 

Another  sub-divi^iou  includes  miscellaneous  minerals,  such  as 
asbestos,  mica,  abrasives,  and  others  of  less  importance.  Canada 
produced  about  00  per  cent  of  tlic  world's  supply  of  asbestos,  with 
Russia  as  the  country  second  in  importance.  The  Canadian 
production  has  increased  during  the  war  whik  that  of  Russia  has 
steadily  dedined.  India  produced  about  60  per  cent  of  the  world's 
supply  of  sheet-mica,  the  larger  part  of  the  remainder  coming  from 
the  United  SUtes  and  Canada. 

War  Eitbctb  Sumicariied 

In  summarising  the  effect  of  the  war  on  the  world  mineral  situar 
tion  there  are  three  subjects  to  be  discussed:  (1)  the  changes  in  tlj^ 
national  control  of  minerals  during  the  war,  (2)  the  devdopmottt 
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of  new  sources  of  supply  of  either  a  temporary  or  permanent  char- 
acter, and  (S)  the  change  in  ownership  of  important  resources 
which  will  probably  result  from  the  Peace  Conference. 

Control  of  Minerals  During  the  War 

The  immediate  effect  of  the  war  was  a  general  disturbance  and 
paralysis  resulting  from  the  closing  of  markets,  the  interruption  of 
transportation  routes  for  export,  and  a  shortage  of  labor  when  the 
men  were  called  to  military  service.  A  number  of  mineral  districts 
of  world  importance  were  in  the  fighting  zone  and  were  partially 
destroyed,  or  for  the  time  being  rendered  useless.  The  German 
occupation  of  Belgium  and  of  large  areas  in  Prance  cut  off  an  im- 
portant part  of  the  world's  zinc  smelting  facilities,  deprived  France 
of  about  one-half  of  her  normal  coal  supply,  and  cut  off  a  large  part 
of  her  iron  and  steel  output.  The  loss  of  a  large  part  of  the  market 
for  American  copper  and  phosphate  rock  which  had  been  shipped 
to  Germany  seriously  affected  those  industries.  The  exports  of 
German  coal  and  potash  and  of  Austrian  magnesite  were  stepped. 
With  the  entrance  of  Turkey  into  the  war,  Russian  manganese  ore 
could  no  longer  find  an  outlet  via  Constantinople.  Outside  of 
these  materials  the  rest  of  the  world's  mineral  resources  were 
available  for  the  use  of  the  Allies,  but  as  the  destruction  of  shipping 
increased,  it  became  more  and  more  diflScult  to  secure  a  supply  of 
the  more  bulky  materials  which  had  to  be  shipped  long  distances, 
such  as  coal  from  Europe  to  South  America,  pyrite  from  Spain  to 
the  United  States,  nitrate  from  Chile,  manganese  from  India,  and 
chromite  from  New  Caledonia  and  Rhodesia. 

The  supply  of  minerals  available  for  use  by  the  Central  Powers 
came  principally  from  Germany  and  to  a  lesser  extent  from  Austria 
and  Turkey.  Very  little  material  was  secured  from  the  nearby 
neutral  countries  of  Norway,  Sweden,  The  Netherlands,  and 
Switzerland,  as  they  have  few  important  mineral  resources, 
although  some  iron  ore,  pyrite  and  copp)er  were  imported  from 
Norway  and  Sweden. 

Germany  and  Austria  produced  25  per  cent  of  the  world's 
pre-war  coal  output.  This  supply  was  largely  increased  by  the 
occupation  of  the  Belgian  fields,  the  capture  of  fields  producing 
about  one-half  of  the  Prench^output,  and  by  the  capture  of  the 
Dombrowa  Basin  in  Poland  producing  about  one-fifth  of  the  total 
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Russian  supply.  WiUi  the  ooDaiMW  of  Russia  the  latter  oootrol 
was  ext4;nded  over  one-half  the  Russian  output  Production 
from  these  various  captnied  fields  declined  very  eonsideraUy, 
due  to  their  partial  destruction,  but  undoubirdly  added  from  40 
to  50  million  tons  per  year  to  tlie  German  eontxol  of  coal  supplies. 
Germany  and  AuBtria  produced  tS  per  cent  of  the  world's  output 
of  iron  ort*  which  was  available  for  war  purposes.  In  addition  a 
i*onsiderabli*  part  of  the  FVench  ore  depociits,  forming  an  extmsion 
of  the  German  Lorraine  field,  was  occupied  early  in  the  war.  The 
available  supply  of  the  world  output  of  other  major  metals  was 
lead,  8  per  cent;  zinc,  86  per  cent,  and  copper,  8  per  cent  The 
Uck  of  copper  was  very  keenly  felt.  The  Central  Pbwers  pro- 
duced very  little  of  the  important  steel  alloy  minerals;  namely. 
1  per  cent  of  nickel,  2  per  cent  tungsten,  7  per  cent  molybdenum, 
and  8  per  cent  of  cliromite  from  Asiatic  Turicey.  When  her  accu- 
mulated supplies  of  these  materiab  were  exhausted,  the  quality  of 
her  steel  products  greatly  deteri<»«ted  and  was  a  very  serious 
handicap  in  producing  war  equipment.  The  lack  of  any  natural 
nitrate  deposits  was  made  up  by  the  artificial  production  of 
nitrate  which  was  greatly  incr^ised  during  the  war. 

The  supply  of  petroleum  was  very  inadequate,  particularly 
in  a  war  where  motor  vehicles  played  such  an  important  part. 
Austria  produced  about  2  per  cent  of  the  world's  oil  output,  and 
the  occupation  of  Roumania  added  about  4  per  cent  additional  to 
this  supply,  altliough  a  considerable  part  of  this  latter  amount 
was  not  available  due  to  the  destruction  of  the  oil  fields  before  they 
were  seised  by  the  Germans. 

Germany  was  poorly  supplied  with  raw  materials  for  sulphuric 
arid,  controlling  only  about  5  per  cent  of  the  world's  pyrite  output 
and  practically  no  sulphur.  She  had  a  practical  monopoly  on  the 
entire  world's  supply  of  potash,  but  had  inadequate  supplies  of 
phosphate  rock  and  nitrate,  and  as  a  result  the  food  supply  was 
considerably  affected. 

Australia  and  Turkey  were  producing  about  25  per  cent  of  the 
quicksilver  supply  so  that  an  adequate  amount  was  available  for 
war  demands. 

In  summing  up  the  mineral  situation  of  the  enemy  countries 
we  may  conclude  that  they  had  fairly  adequate  supplies  of  coal  and 
iron,  dnc,  lead,  potash,  magnesite,  and  quicksilver,  but  were 
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seriously  handicapped  by  a  shortage  in  petroleum,  copper,  tin, 
alununum,  manganese,  nickel,  pyrite,  sulphur,  and  nitrate.  The 
shortage  of  these  minerals  and  their  resulting  effect  in  the  produc- 
tion of  war  munitions  and  food,  was  an  important  factor  in  tlie 
economic  collapse  of  Germany. 

New  Sources  of  Mineral  Supply 

It  is  difficult  to  forecast  how  permanent  may  be  the  new  sources 
of  mineral  supply.  The  increased  production  of  artificial  nitrates 
will  undoubtedly  compete  with  the  monopoly  of  the  natural  supply 
of  this  mineral  which  Chile  has  long  enjoyed.  The  discovery  of 
natural  deposits  of  potash  in  Spain  and  the  United  States  and  the 
development  of  many  by-product  sources  may  establish  new 
ponuanent  competing  sources.  The  production  of  platinum  from 
Colombia  has  been  greatly  increased.  The  further  development  of 
the  tin  deposits  in  Bolivia  and  the  establishment  of  tin  smelters  in 
the  United  States  to  handle  this  ore  is  another  development  of 
importance.  The  tremendous  increase  in  the  output  of  manganese 
from  Brazil  will  undoubtedly  give  that  country  a  more  important 
position  in  the  trade  than  it  has  held  in  the  past.  The  increased 
production  of  flake  graphite  from  Madagascar  has  brought  that 
island  into  the  foremost  rank  of  producers  of  this  material.  The 
tremendous  increase  of  the  output  of  sulphur  in  the  United 
States  will  strengthen  the  position  which  that  material  had  already 
secured  in  the  world's  market.  With  the  development  of  new 
smelting  facilities  in  other  countries,  it  is  probable  that  Germany 
cannot  regain  her  position  in  the  zinc  industry.  The  United 
States  demonstrated  her  ability  to  produce  many  essential  min- 
erals to  meet  war  demands,  such  as  manganese,  chromite,  pyrite, 
magnesite,  and  graphite.  To  what  extent  these  new  industries  can 
permanently  survive  is  not  yet  apparent. 

Changes  Effected  by  the  Peace  Conference 

Certain  important  facts  about  the  ownership  of  mineral  deposits 
seem  fairly  well  determined,  of  which  the  most  important  is  the 
transfer  of  Alsace-Lorraine  to  France.  By  this  change  Germany 
wiD  lose  three-fifths  of  her  iron  ore  production,  representing,  in 
1913, 12  per  cent  of  the  world's  output.  The  transfer  of  the  Alsace 
potash  deposits  wiD  break  the  German  monopoly  of  this  essential 
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mineral.  While  in  191S  Umm  depoiiU  produced  only  5  per  oeot 
of  the  output,  and  tlie  Staiifurt  dqxMuU  produced  05  per  cent,  the 
depoaiU  are  large  and  capable  of  extenaive  devdopmcnt  under 
Fnmch  control.  In  additaoo  a  small  and  important  percentage  of 
mica  output  from  Givmao  Baat  Africa,  and  of  phoqihate  output 
from  tlie  Pacific  I»laiiiiii  will  probably  be  transferred  to  the  control 
of  other  nations.  'VUv  latest  negotiations  have  dealt  witii  tlic  coal 
deposits  of  the  Saar  \'ullcy .  wliich  is  located  in  the  part  of  Germany 
bordering  Lorraine.  If  the  coal  output  from  this  district  is  put 
under  the  control  uf  France,  it  will  be  an  important  factor  in 
supplying  the  fuel  for  the  iron  and  steel  industry  which  is  based  on 
the  Lorraine  iron  ore  de|>osits  above  mentioned. 


The  American  Trade  Balance  and  Probable  Trade 

Tendencies 

By  J.  Russell  Smith 

Professor  of  Industry,  University  of  Pennsylvania. 

SUMMARY  OF  CONTENTS 

1.  The  Change  or  the  United  States  from  Debtob  to  Creditor 

2.  Net  Income  Replaces  Net  Outgo 

S.  The  War  a  Temporart  Trade  Episode 

4.  The  Pouct  of  Investing  Abroad  All  Surplus  and  All  Interest  Due 

5.  The  Policy  of  Investino  Export  Surplus  Abroad  with  Return  of 

Interest  Due 

6.  The  Basis  of  Trade  as  Changed  by  the  War 

a.  Europe  has  Learned  Mass  Production  of  Machinery 

b.  Europe  has  Increased  Her  Use  of  Agricultural  Machinery 

c.  Man  Power  Shortage  in  Europe  and  America  Much  Alike  and  Largely 

Replaced  by  Machinery  and  Improvements  in  Efficiency 

7.  America  as  a  Field  for  Investment  and  Its  Influence  on  the  Trade 

Balance 

8.  The  Reduction  of  Capital  Through  Fear  of  War 

9.  German  Payments  as  a  Trade  Factor 

a.  Money  Payment 

b.  Delivery  of  Produce  by  Germany  Directly  to  Allied  Governments 
e.  Boycotting  Germany 

d.  Reconstruction  of  German  Labor 

10.  Automatic  Factors  in  Trade  Settlement 

11.  The  Change  of  the  United  States  from  Exporter  to  Trader 

DERHAPS  the  most  conspicuous  thing  about  the  foreign  trade 
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ment of  an  unprecedented  trade  balance  which  has  changed  the 
United  States  from  a  debtor  to  a  creditor  nation.  The  significance 
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Change  of  tbb  United  Statbi  from  Dbbtob  to  Csiditob 

Before  the  war  tlie  United  Statet  was  alwaya  a  rich  6eld  for 
the  investment  of  capital  became  of  the  ntimeroitf  oppoKunitiea 
to  start  enterprises  offered  by  our  undereiopad  reaoiiroea.  This 
situation  naturally  attracted  the  savfaifi  of  European  countifai, 
particularly  Great  Britain,  bocauie  of  the  comparatiFe  lack  of 
attractix'e  investment  opportunities  m  the  Old  World.  The  result 
was  a  large -accumulation  of  ^ — '<-an  securities  and  other  prop- 
erty rights  in  European  hau<i  >  iH  financing  of  American  enter- 
prise by  foreign  lenders  meant,  in  foreign  trade,  the  export  of 
Aincncan  commodities  to  cover  the  interest  payments  arisiiig  from 
our  use  of  outside  capital.  In  addition  the  United  States  has  been 
a  large  importer  of  various  kinds  of  scnrioes.  Foreign  ships  have 
carried  most  of  our  foreign  trade,  and  most  of  their  cargoes  have 
been  insured  by  foreign  companies.  Foreign  laborers  sojourning 
here  made  in  the  aggregate  large  remittaiioea  of  eaminffi  to  their 
home  countries.  This  wage  remittance  virtually  constituted  the 
import  of  labor  services.  Again,  American  tourists  spent  large 
sums  in  Europe  for  supplies  and  services.  All  of  these  items  were 
paid  for  by  the  export  of  commodities  from  the  United  States. 

This  situation  is  simunarized  in  an  article  in  the  Ommemal 
and  Financial  Chronicle  of  September  21, 1918.  According  to  this 
article  the  UniUxl  States  entered  the  war  owing  the  world  about 
$5,000,000,000  in  the  form  of  securities  of  all  descriptions  and  of 
property  owned  outright  in  the  United  States  by  non-resident 
foreigners.  On  the  other  side  of  the  account  were  the  foreign 
securities  and  other  propeity  owned  by  American  dtiaens,  which 
amounted  to  about  one  and  one-half  billions.  This  left  the  United 
SUtes  a  net  debtor  to  the  extent  of  three  and  a  half  bfllion  doUais. 
The  net  annual  outgo  to  foreign  countries  (largely*  in  goods,  ol 
course),  after  deducting  reciprocal  trade  in  commodities,  was, 
according  to  the  Ckrtmid^,  about  500  million  doOars  itemiaed  as 
follows: 
Interest  OQ8eeariti6tMMlolhwpropeririBoo0e9  $175.0OMii 


li 
f5.000jN9 
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llie  changes  in  the  foreign  financial  relations  of  the  United 
States  as  produced  by  the  urgency  of  war  conditions  are  shown 
in  this  same  article  somewhat  as  follows: 

Fordgn  securities  and  other  property  owned  by 
Americans  at  beginning  of  war $1,500,000,000 

Net  merchandise  exportation  (including  gold 

and  sUver),  July  1,  1914-JuIy  1.  1918 9.«65,000.000 

$10,765,000,000 

American  securities  held  abroad  at  beginning  of 

war 4.000,000,000 

Other  American  property  ownetl  by  non-resi- 
dent foreigners 1.000,000,000 

5,000,000,000 

Present  net  balance  in  favor  of  the  United 
SUtes $5,785,000,000 

Two  factors  not  mentioned  in  the  foregoing  discussion  are  the 
expenditures  of  our  soldiers  and  army  abroad  and  the  military 
supplies  that  the  United  States  government  will  sell  in  Europe  as 
it  closes  up  its  affairs  there.  These  factors  are  mutually  offsetting, 
but  not  measured.  Another^heavy  American  expense  lies  in  pay- 
ment for  the  use  of  European  shipping. 

Assuming  that  our  foreign  credit  will  amount  to  $9,000,000,000 
by  the  autumn  of  1919,  which  appears  possible,  the  Chronicle 
article  analyzes  the  interest  balance  as  follows : 

".  .  .  .  Formerly  our  annual  payments  of  interest,  less 
income  from  similar  sources,  amounted  to  about  175  million  dol- 
lars. Now  we  shall  have  a  net  income  from  that  source  of  about 
450  million  dollars.  Formerly  we  paid  freight  abroad  annually  to 
the  extent  of  about  25  million  dollars.  Now  it  is  quite  likely  we 
shall  have  a  substantial  income  from  this  source. 

Net  Income  Replaces  Net  Outgo 

"Let  us  assume  that  the  other  items  on  our  annual  income  and 
outgo  sheet  will  remain  stationary,  although  it  is  quite  likely  that 
in  most  cases  our  income  will  be  increased  and  our  outgo  decreased. 
However,  changes  in  these  items  are  not  of  sufficient  importance 
to  materially  affect  final  results.  The  net  result  will  be  that, 
while  formerly  we  had  a  net  annual  outgo  of  about  500  million 
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dollars,  we  shall  in  th«»  fnf  uri*  Imve  a  net  annimt  inrnmr  of  atwMjt 
175  million  dollars.*' 

With  this  amount  due  the  Untied  Statei  each  year  what  will  be 
the  course  of  our  trade  balance  in  the  period  beginning  with  19tO? 
In  onltT  to  anticipate  this  future  situation  we  ihoiild  tee  reocBt 
hapjienings  in  their  true  light. 

Tbb  War  a  TmpoKArr  Trade  Epibodb 

One  Mpect  of  the  situation  tliat  nnist  affect  the  foreign  trade 
ludance  has  been  too  much  neglected.  Many  persons  seem  to 
think  that  this  world  is  made  over  commercially.  It  is  much  more 
nearly  in  the  position  of  a  ship  that  upsets  in  the  .xtomi  and  is  then 
righted.  The  process  is  profoundly  distiui)ing,  but  after  the 
water  is  pumped  out  the  ship  goes  on  pretty  much  as  before.  The 
astonishing  trade  balance  of  the  United  Stata  was  produced  by  a 
temporary  cause — one  that  in  tlie  trade  sense  may  be  called  an 
artificial  cause.  The  sudden  transfer  of  the  United  States  to  the 
creditor  column  was  due  to  an  explosion  in  Europe — a  temporary 
condition  produced  by  sudden  military'  conditions  and  not  by  the 
gradual  working  of  economic  forces.  It  did  not  result  from  any 
full  development  of  resources  such  as  has  long  existed  between 
England  and  Canada  or  England  and  Argentina.  The  United 
States  has  not  reached  the  industrial  maturity  Uiat  makes  us  a 
normal  leader  to  Britain.  Instead  of  tliis  we  had  an  almost 
universal  stoppage  of  new  industrial  construction  save  for  thlD0i 
contributing  to  the  war,  and  the  focusing  of  human  energy  on 
war  for  a  period.  Tbis  is  a  most  unnatural  process  in  trade  and 
finance.  It  is  equally  unnatural  in  method  of  purchase.  For  a 
time  European  governments  bought  supplies  here  imtil  they  had 
plainly  approached  the  limit  of  civ<iit  witli  private  American 
lenders.  Then  the  United  States  entered  the  war  and  threw 
the  full  force  of] the  government  and  a  wonderful  public  opinion 
into  the  raising  of]  liberty  loans.  iThis  money  was  loaned  to 
European  governments  fbyf the  billion  and  *spent^in  this*  country 
by  government  agencies  for  goods  that  we  exported  to  produce  the 
huge  trade  bahuice.  We,  thejpeople  of  the  United  SUtes,  paid 
the  producer  tor  those  goods,  Europe  promising  to  pay^hroodh 
our  government  at  some  date  in  the^rather^distant^future. '  After  a 
comparativdy  short  period  of  reconstruction  we  wiD  probably 
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stop  the  financing  of  American  exports  through  loans  from  the 
American  people  to  om*  government  to  be  in  turn  loaned  by  it  to 
European  governments. 

Trade  will  then  come  back  from  the  political  to  the  economic 
What  will  be  this  basis? 


The  Policy  op  Investing  Abroad  all  Surplus  and  all 

Interest  Due 

The  rehabilitation  of  Europe,  for  a  time  at  least,  probably  will 
call  for  continued  large  imports  of  American  raw  materials,  and  so 
continue  our  favorable  trade  balance  and  increase  our  foreign 
investments.  Some  financiers  have  gone  so  far  as  to  predict  that 
we  would  continue  to  maintain  a  heavy  commodity  export  surplus 
and  annually  invest  this  surplus  abroad,  together  with  the  interest 
thereon  and  the  above-mentioned  175  million  a  year  already  due 
us  and  its  annually  accruing  interest.  One  sees  the  fanciful  nature 
of  this  prediction  by  noting  that  it  is  a  problem  in  compound 
interest.  Here  is  the  way  it  would  work  out.  Private  investors  in 
New  York,  London  or  Paris  would  buy  the  credits  due  the  United 
States  government  and  invest  in  South  American  or  African  mines, 
ranches,  railways,  etc.  These  must  yield  better  rates  than 
American  investments,  say  8  per  cent,  otherwise  they  would  not  be 
made. 

AiiouNTs  Due  at  End  of  Given  Period  with  Given  Sum  Invested  Abroad 
Annually  at  8  Per  Cent  and  all  Interest  Reinvested 
in  Miluons  of  Dollars 


At  present 

175 

500 

1,000 

End  of  list  year 
End  of^5th  year 

189 
257 

540 
784 

1.080 
1.469 

6-year  total 

1.108 

8.167 

6.885 

End  of  10th  year 

887 

1,079 

2,158 

10-year  total 

2,787 

7.822 

15,645 

As  the  prophets  of  indefinite  investment  expect  the  United 
States  to  invest  both  its  war  interest  and  the  big  trade  surplus  we 
must  combine  these  factors.     The  175  million  and  the  500  million 
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n 


totab|to0eUM*r  uiake  4,275  niillioD  in  iye  yemn,  10,5M  milUoo  b 
ten  years.  The  175  million  plus  the  billion  would  in  five  yean  pile 
up  7,ii8  million  and  in  tea  yean  18»3Ht  millioo.  Thk  is  pUmly 
faadful. 


SuRTLua 
Due 


The  Pouct  or  IinraaTDcq 
Rrturii  or 

The  producing  capacity  of  the  United  States  is  doubtkn  iiich 
that  Americans  can  make  large  mvettmcnti  aomewbere  b  the  next 
decade,  hut  it  is  quite  imposfible  that  sudi  an  exchisive  and  ooo* 
stant  piling  up  of  both  principal  and  biemt  abroad  ae  alxnre 
dcecribed  should  take  place.  If  America  contboes  to  bvett 
abroad  after  war  emergencies  are  over  we  may  expect  the  prooen 
to  be  gradual  and  the  work  to  be  done  by  private  enterprise  rather 
than  by  one  government  loaning  to  another  government.  Some 
perMms  will  make  fresh  bvestments  and  even  rebvest  their  m- 
terest.  Othen  will  take  their  bterest  and  at  times  withdraw 
their  capital.  Suppose  on  the  average  the  bterest  on  foreign  b- 
vestments  is  regularly  returned  (chiefly  in  goods  of  coarse)  but 
that  the  annual  surplus  of  exports  over  impoHs  paid  for  by  rrporU 
is  invested  each  year  i^nth  returns  at  8  per  cent  This  would  give 
the  following  situation  of  net  trade  balance: — 


With   Commodity   Export 
mrphM   oT   500    mifiioti 

With   Commodity   Emirt 
nrphis  of  1.000  mSoB 

offMl  by  the  anntml  175 

oflMi  by  the  Mimsl  175 

mOlioo    gI   oU    intctwt 

millioo    ol    old    intciwl 

Slid  the  MmuaUy  socni- 

and  the  annu&Uy  accru- 

ing  intflMsl  oa  500  odl- 

ii«hi^w«t«BljOOOariU 

UoQdolkninv«slsdflaflh 

lioadoDMiBv«stodcsdi 

ymr  at  8  per  cent 

year  at  8  per  cent 

MmioodolUrt 

Millioo  doUait 

lit  y«r 

«5  + 

885  + 

tadrwr 

«5+ 

7a+ 

5th  jr«sr 

1054- 

505-1- 

10th  y««r 

85- 

105  + 

ISthywr 

085- 

too- 
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If  Ruiisia  and  the  other  European  countries  should  have  a  long 
period  of  anarchy  and  the  industrial  chaos  tliat  would  accompany 
it,  we  would  thereby  miss  a  great  opportunity  for  foreign  invest- 
ment, especially  in  Russia,  and,  therefore,  one  of  the  greatest 
opportunities  to  maintain  exports.  Chaos  in  Europe  means  a 
quick  end  of  big  exports  and  a  quick  beginning  of  an  import  sur- 
plus— provided  tliat  our  foreign  investments  stay  good  and  pay 
their  mterest. 

The  Basis  of  Trade  as  Changed  by  the  War 

When  the  earlier  phases  of  reconstruction  are  over  and  the 
United  States  government  ceases  loaning  to  the  European  govern- 
ments, American  trade  will  come  back  from  the  political  basis  to 
the  economic  basis.  What  will  this  basis  be?  It  will  be  the  pre- 
war basis  modified  by  the  war  changes.  The  war  changes  will  be 
small  factors  in  trade  in  comparison  to  tlie  fundamental  economic 
forces.  Trade  arises  from  differences  in  industry  which  in  turn 
are  due  to  differences  in  education  of  people,  in  the  skill  of  workers 
and  in  their  willingness  to  work,  differences  in  the  efficiency  of 
industrial  organization  and  equipment,  in  character  of  resources, 
in  the  relative  abundance  of  those  resources  and  in  its  great  result, 
viz.,  differences  in  wages  and  in  standard  of  living.  These  great 
bases  of  trade  have  not  been  changed  by  war  as  much  as  some 
persons  at  first  supposed,  and  it  is  even  possible  that  the  United 
States  is  not  to  be  the  net  gainer  in  ability  to  produce  for  the  foreign 
market.  The  United  States  and  Europe  will  bear  much  the  same 
general  industrial  relation  to  each  other  that  they  did  Ijefore  the 
war,  and  each  will  have  about  the  same  ratio  of  labor  to  resources 
that  it  had  before  the  war.  The  one  great  difference  between  the 
two  regions  will  be  that  Europ)e  will  owe  the  United  States  some 
billions  of  dollars  whereas  we  owed  her  billions  when  the  war 
started. 

On  December  9, 1918,  Secretary  McAdoo  in  a  letter  to  Congress 
said  that  of  $10,000  million  authorized  by  Congress,  as  a  war 
measure,  for  allied  loans,  $7,608  million  had  been  made  available 
in  cash  and  $611  million  represented  credits  established  but  not  yet 
available  in  cash.  Further  advances  for  war  purposes  would  run 
it  up  to  a  total  of  $8,500  million  and  the  secretary  asked  Congress 
to  permit  the  extension  of  time  for  those  previously  authorized 
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lottutf  fur  one  yetr  altrr  Uie  war  to  oovor  the  wwniiiag  $U0$  of 
the  $1U,000  luiUioD. 

Kxplainiaf  Ihe  deiirshility  of  thk  aetioB«  8oevei«iy  McAdoo 
wrote  to  CTnliiBin  Kitdiin  of  the  Wajb  and  Meoit  Committae,  •• 
follows: 

'*The  groM  DMck  of  the  fovcmmeBU  of  the  Alhce  from  the 
Unitrd  SlAles  for  efier-the>wer  purpoeee  they  hmve  cetimeled 
at  a  much  greelcr  total  than  1,500  millioa  doUan,  but  I  beUeiFe 
inveitigatioD  will  ihow  a  oootiderahlc  reduction  in  such  cstimatee* 
A  paK  of  their  requirementa  may  be  firorided  by  the  treaty  of 
peace  through  awards  in  their  favor  for  reparataoo  either  in  money 
or  material;  a  part  will  be  provided  out  of  dollars  equivalent  of  our 
military  expenditures  abroad  and  a  part  should  prove  possible  for 
these  countries  to  finance  through  sales  of  private  credit.  A  bal- 
ance«  however,  is  likely  to  remain  which  it  may  be  impossible  to 
provide  other  than  by  the  use  of  loaiui  from  tiie  government  of  the 
United  States  and  the  above  amounts  of  about  $1,500  millioo 
should  be  sufficient  for  this  purpose 

"From  the  standpoint  of  enlightened  policy  tiie  United  States 
should  put  itself  in  |Kxsition  to  provide  the  credits  necessary  to  sell 
itA  suq^luM  products  until  the  establishment  of  normal  peace 
comlitionii.** 

This  last  sentence  from  the  secretary's  statement  helps  to  show 
how  unnatural,  how  forced  and,  therefore,  how  temporary  are  our 
present  unprecedented  exports. 

Another  factor  m  this  trade  balance  situation  with  Europe 
that  should  be  carefully  noted  is  the  reduction  of  our  imports  from 
Europe  almost  to  the  vanishing  point.  Owing  to  the  strain  of 
war,  they  have,  for  a  time,  |>aid  us  in  promisest,  promises  of  govern- 
ment to  government,  rather  than  in  goods  as  is  the  common 
necessity  of  trade.  In  fact  they  have  used  promises  almost  to 
their  limit. 

In  considering  the  post-war  trade  conditioos  that  will  pre\*ail 
after  a  l>rief  period  of  reconstruction,  we  should  carefully  appraise 
the  changes  that  have  occurred  in  the  producing  capacity  of  the 
various  countries  as  affected  by  the  war.  Upon  the  whole  the 
effort  to  produce  food  and  war  supplies  probably  has  resulted  in  an 
increase  of  total  per  capita  producing  capacity  for  1910  o\-er  that 
of  1914  in  Uie  United  SUtes,  the  United  Kmgdom,  Italy,  and  aU 
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of  the  West  European  neutrals.  Belgium  and  Nortliern  France 
have  been  in  part  devastated  but  the  development  of  war  indus- 
tries in  the  uninvaded  parts  of  France  plus  the  reconstruction  of 
1919  will  probably  leave  her  also  capable  of  as  much  or  more  per 
capita  production  in  1920  than  in  1914. 

In  Germany  and  Austria  there  must  be  great  need  of  repairs  but 
there  is  also  the  important  industrial  fact  that  there  has  been  great 
development  of  machine  shops  and  chemical  plants  in  making 
munitions.  Poland,  Russia,  Serbia,  Roumania  and  Slovania  are 
regions  largely  agricultural  and  doubtless  greatly  reduced  in  farm 
equipment  and  work  animals.  Reconstruction  there  must  ap- 
parently be  slower  than  in  West  Europe. 

In  the  war  changes  brought  to  West  Europe  three  important 
things  stand  out: — 

(a)  Europe  Has  Learned  Mass  Production  of  Machinery 
The  European  munitions  industry  has  compelled  the  manufac- 
turers of  the  leading  countries  of  Europe  to  acquire  an  industrial 
method  that  had  before  been  almost  an  American  monopoly — 
namely,  standardization,  interchangeable  parts  and  mass  produc- 
tion in  the  manufacture  of  wood  and  metal-machinery,  the  very 
basis  of  a  manufacturing  industry.  The  American  mower,  reaper, 
automobile,  watch,  phonograph  and  other  machines  have  invaded 
foreign  markets  because  we  exceeded  Europe  in  the  use  of  this 
wholesale  method  of  manufacture.  The  pressure  for  munitions 
has  compelled  Europe  to  apply  this  revolution  in  her  greatly 
expanded  machine  shops.  Europe  has  in  a  measure  caught  up 
with  America  in  manufacturing  method.  This  means  that  the 
war  has  raised  the  ability  of  a  p)eaceful  Europe  to  comp)ete  with 
the  United  States,  has  put  her  in  a  better  position  than  she  was  in 
comparison  to  the  United  States  to  equip  the  railroads,  highways, 
mines,  fields  and  factories  of  foreign  lands.  There  has  been  no 
material  change  in  the  basis  for  the  production  of  highly  wrought 
products  such  as  textiles,  chemicals,  and  instruments  of  precision 
in  which  Europe  has  long  led  the  United  States  because  of  the 
more  abundant  and  more  highly  skilled  labor  supply  resulting 
from  greater  density  of  population. 
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(b)  Europ$  Has  Inorsand  B$r  Urn  qf  AgricuUural  Maekkmp 
European  agriculture  hat  alio  been  improved*  cepeeially  Britiib 
agriculture.  Th«  farm  tractor  and  olbcr  (arm  machiMfj  hm99 
worked  a  revolution  here  ako,releaMig  man  power  (or  other thtip 
One  o(  the  most  spectacular  chanfea  ol  the  war  if  the  sudden  apuK 
of  Britain,  that  brought  her  from  the  position  o(  the  greatest 
food  importer  to  the  stage  where  she  ean  krgBly  supply  her  own 
breadstufls.  Biany  leaders  of  BiitiBh  opinion  have  annoitBeed  the 
intention  of  maintaining  this  agriculture.  The  eoooomics  6t 
agriculture,  U  trade  and  of  sound  national  poUcy  make  this  de- 
sirable (or  England*  (or  she  has  a  home  market  and  exoeOeat 
agricultural  resources.  In  a  statement  to  tiu*  BritiiUi  public  on 
November  28,  1918,  Messrs.  Lloyd  George  and  Bonar  Law  said, 
"The  country  will  need  all  the  (ood.  all  the  raw  materials,  all  the 
credit  which  it  can  obtain.  Agriculture  and  key  indnBlries  most 
be  kept."  This  new  British  agriculture  helps  to  oflbet  the 
temporarily  reduced  agricultural  capacity  of  Russia  and  East 
Central  Europe,  and  (or  the  next  decade  promises  to  redoee 
Europe's  net  demand  for  import  grain. 

(c)  Man  Power  Shortage  in  Europe  and  America  Much  Alil-e  and 
Largely  Replaced  by  Machinery  and  Improvemenie  in  Efficiency 
In  man  power,  Europe  has  killed  10,000.000  men.  but  she  kept 
home  about  8,000,000  people  who  would  nonnaUy  have  come  to 
the  United  States.  For  thirteen  years  before  the  war  we  received 
on  the  average  784,000  immigrants  net.  During  the  war  we 
received  102,000,  a  di£fcrence  due  to  the  war  of  682,000  per 
year,  or  for  the  four  years  of  the  war  over  2,750,000,  or  xnorr  than 
Germany  or  Fhmce  or  Britain  lost  in  the  war,  although  the  war 
loss  was  of  men,  and  our  immigrants  were  partly  women  and 
chfldren.  The  stopping  of  the  European  emigration  during  the 
war  has  been  a  substantial  factor  in  mitigating  her  man-power 
loss.  For  the  future  the  labor  supply  for  America  from  immigra- 
tion is  uncertain.  We  have  a  more  stringent  immigration  kw 
than  we  have  ever  had  before. 

The  conscript  armies  of  the  Central  Empires,  FVance,  Italy  and 
Russia  with  their  millions  at  one,  two  and  three  years  servioe,  have 
kept  constantly  in  militar>*  training  a  number  of  men  nearily  or 
quite  equal  to  the  total  soldier  death  losses  of  the  war.    The 
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abolition  of  the  conscript  army  would  at  once  nearly  or  quite  re- 
place Europe's  man  power.  The  support  of  these  millions  of 
non-producers  in  the  barracks  has  been  another  burden  that  may 
be  lifted  from  European  industry. 

In  one  sense  there  has  been  no  loss  of  man  power,  for  the  im- 
provements in  machinery,  the  improvements  in  industrial  or- 
ganization and  manufactiu'ing  method,  the  greater  work  by  women 
— all  those  have  much  more  than  replaced  the  men  who  have 
disappeared  in  both  Europe  and  America,  and  Europe  has  prob- 
ably surpassed  the  United  States  in  all  four  of  these  respects — 
improvements  in  machinery,  in  manufacturing  method,  in  indus- 
trial organization  and  in  the  training  of  women  workers.  Upon 
the  whole  Europe's  net  labor  shortage  due  to  the  war  may  be 
siU7>risingly  little  more  than  that  of  the  United  States. 

It  therefore  app>ears  clear  that,  except  for  anarchy,  Europe  is 
upon  the  whole  about  as  able  as  ever  to  compete  with  the  United 
States  after  a  brief  period  of  reconstruction,  for  which  the  United 
States  will  supply  important  raw  materials  or  credit. 

After  this  reconstruction  period  we  may  expect  the  pre-war 
economic  relationship  between  Eiffope  and  the  United  States  to 
resume,  save  for  the  facts  of  debt  to  the  United  States  and  the 
increased  European  ability  to  compete  in  the  manufacture  of 
machinery.  That  pre-war  economic  relationship  was  one  in 
which  Europe  loaned  to  the  United  States;  now  she  owes  us  money, 
a  strong  reason  for  exporting  to  us.  She  loaned  to  us  in  the  pre- 
war period  because  the  United  States  was  such  a  good  field  for 
investment.    The  United  States  is  still  a  good  field  for  investment. 

America  as  a  Field  for  Investment  and  its  Influence  on  the 

Trade  Balance 

In  the  post-war  as  in  the  pre-war  period  the  United  States  with 
its  great  unused  resources  of  land,  mine  and  forest  will  continue  to 
be  an  excellent  place  for  the  starting  of  enterprises  and,  therefore, 
for  the  investment  of  capital,  so  that  the  prediction  of  a  great 
exportation  of  productive  material  for  foreign  investment  may  not 
come  true  and  we  may  instead  have  a  stirplus  of  imports,  due  in 
part  to  the  industrial  development  of  oiu*  own  resources  rather 
than  of  foreign  resources. 

In  this  matter  of  capital  and  surplus  we  should  constantly  keep 
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in  mind  the  duitinction  between  fjmmnwumii  and  f$OfU$.  The 
British  government  and  the  Britiih  nation  are  a  caae  in  point. 
The  government  it  heavily  in  debt,  dikAy  to  ita  own  people. 
Payment  on  this  debt  wiD  tranifcr  money  from  one  Britiih  podwi 
to  anotbw.  They  have  borrowed  a  few  billion  dollari  from  the 
United  Stalee  but  they  have  loaned  to  Fhmoe  and  ItaJy  and  they 
have  Mttkmenta  ooming  from  Germany.  Meanwhile  it  is  fener- 
ally  agreed  that  Britab*!  prodocing  capacity,  and  thenkn  her 
capacity  to  apoK  capital,  ii  greater  than  ever.  Britain,  there- 
fore, appears  likely  to  resume  promptly  her  old  function  of  ex- 
portinfT  capital  and  the  resouroei  of  the  United  States,  having 
waitt^l  for  tiio  la.st  four  years,  may  attract  that  capital  as  they  did 
before  the  war.  In  considering  these  problems  it  should  be  re- 
membered that  we  are  m  a  situation  with  many  new  and  uncertain 
elements,  any  one  of  which  may  change  the  whole  situation. 
However,  we  must  take  action  and  that  compels  us  to  wdigh  aD 
the  factors  we  can  in  the  great  tangle  of  new  and  untried  political, 
finandal  and  industrial  elements. 

Thk  RsDUcnoN  or  Capftal  through  Fear  of  Wan 

The  amount  of  surplus  goods,  that  is  to  say,  the  amount  of 
cmpital  for  investment  in  the  world,  and  therefore  the  amount  of 
real  wealth  in  the  world  may  be  substantially  ri*duced  if  the  fear  of 
war  makes  a  widespread  desire  for  mdustrial  preparedness. 
If.  as  a  possible  war  preparation.  England,  F^imce,  the  United 
States  and  other  countries  start  in  to  develop  and  maintain  in- 
dustries for  which  they  are  at  an  economic  disadvantage,  it  will 
have  a  national  result  exactly  like  that  produced  by  a  conscript 
army.  For  example,  shall  the  United  States  use  rich  w**«g^i*^^ 
ores  from  Brazil,  or  |ioor  ores  from  the  home  country?  If  we 
adopt  the  latter  policy  it  will  need  two  dollars  of  investment  in 
America  to  one  dollar  in  Brazil,  two  days  of  labor  in  AiPffW  to 
one  day  of  labor  in  Brazil.  It  will  mean  higher  prices  and  tliere> 
fore  len  riches  m  the  United  States  through  the  failure  to  develop 
foreign  investment  and  foreign  trade. 

GsmiAN  PATMBfTB  AS  A  TSADB  FaCTOR 

Germany  may  decide  the  e]q)ort  surplus  of  her  enemies.  If 
they  compel  her  to  pay  for  the  war  destruction  or  the  war  costs 


96  The  Annals  of  the  American  Academy 

or  both,  she  may  at  the  start  borrow  a  little  in  neutral  countries  if 
she  can  establish  the  credit.  But  in  the  main,  Germany  can  pay 
her  enemies  in  only  one  way — goods,  exported  goods.  If  she  had 
all  the  gold  in  the  world,  other  nations  would  have  no  money,  and 
it  would  in  any  case  be  only  a  drop  in  the  bucket.  What  then? 
Goods.  The  facts  of  trade  tend  to  make  us  forget  that  gold,  like 
all  other  money,  is  but  a  medium  for  the  exchange  of  goods.  The 
only  exception  is  when  the  gold  happ>ens  to  be  the  product  of  a 
mine  in  which  case  like  coal  it  is  goods,  for  the  country  first  produc- 
ing it.  Countries  settle  trade  differences  with  gold,  but  they  can 
get  the  gold  only  by  digging  it  out  of  the  ground  or  by  buying  it 
with  goods.  As  Grcrmany  is  not  a  gold  producer,  she  can  get  gold 
only  by  buying  it  with  goods — with  exports. 

Her  enemies  wish  to  make  her  pay  for  the  war.  How  may  it  be 
done?  War  claims  against  Germany  may  be  treated  in  four  differ- 
ent ways: 

(a)  She  May  Be  Required  to  Pay  Money  Secured  hy  Selling  Her 

Exports  in  the  World  Market, 

(b)  She  May  Be  Required  to  Deliver  Goods  Directly  to  Her 

Enemies. 

(c)  She  May  Be  Boycotted. 

(d)  German  Labor  May  Be  Utilized  in  Reconstruction  Work. 

(a)  Money  Payment 

This  merely  means  exports,  selling  abroad.  Goods  will  be  used 
to  purchase  bills  on  London,  Paris,  Brussels,  or  New  York,  and 
these  bills  will  be  delivered  to  the  representatives  of  the  collecting 
country  or  countries.  By  this  process,  Germany  may  send  the 
goods  to  neutrals  and  transfer  the  credit  to  England  or  France. 
Thus  she  may  send  cloth  and  machinery  to  Argentina  in  payment 
for  wheat  and  meat  that  went  to  England  or  France.  France 
paid  Grermany  in  1871-73  chiefly  with  bills  on  London,  but  it  was 
none  the  less  a  payment  with  exports,  of  which  France  showed 
at  the  time  a  distinct  surplus  over  imports.  Germany,  receiving 
all  these  credits,  showed  a  financial  inflation  and  a  speculation 
which,  according  to  many  authorities  helped  bring  on  the  panic  of 
1873,  and  made  its  effects  in  Germany  much  more  severe  than  in 
Prance. 

Because  of  these  war  settlements  Germany  may  be  compelled  to 
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ahow  an  export  sur|)liui  of  a  billion  or  two  per  year  for  a  Una  of 
y(*an.  If  ihe  does  do  thLi  oUicr  counlrief  will  find  it  difficult  to 
do  the  same  thing  at  the  tame  time*  for  GcHnany  will  by  thtA 
proocat  beoome  a  country  of  low  price*,  thtenhit^  a  country  of 
low  wages,  a  country  witliout  luxur>'.  It  will  be  most  difficult  for 
couutricH  with  higher  prices  and  higher  wages  to  compete  with 
Gemuuiy  in  neutral  markets  in  the  sale  of  oommoditim  where 
the  coni|M*tition  is  even:  as  m  cbemicak,  textiles,  ■'•^^^■y  and 
other  metal  nianufactures.  The  United  States  and  the  Allies 
^nll  have  high  prices  due  to  the  inflation  of  war  loans.  Germany 
will  probably  liave  to  repudiate  all  of  her  intirrnal  debt,  and  thcv»- 
fore  her  currency  will  not  be  inflated.  This  contrast  will  make  all 
countries  having  an  inflated  currency  extra  good  markets  for 
German  goods.  By  sales  in  those  markets  Germany  will  gel 
credits  to  send  to  London  and  Paris  to  pay  the  war  debts  of  thoae 
countries.  Germany  will  b  a  sense  be  giving  the  goods  away 
and  the  rest  of  the  world  will  be  trying  to  sell  them  m  competition 
withher.  The  result  of  such  a  competition  is  plain.  It  will  make 
a  lower  price  level  throughout  the  world,  because  it  will  increase 
supplies  and  large  supplies  always  tend  to  reduce  prices  also. 
After  ten  or  twenty  years  of  paying  for  restoration  Germany  will 
have  tiie  greatest  export  trade  ever  seen  except. our  recent  war 
trade.  She  will  have  lutd  to  build  up  a  trade  first  to  get  the  credits 
to  pass  to  her  enemies.  Her  enemies  will  have  the  credits  but 
Germany  will  have  the  trade. 

Some  people  are  much  alarmed  at  this  prospect.  A  part  of  this 
fear  arises  from  the  widespread  belief  that  exports  are  necessarily 
a  fine  thing  for  a  country  and  imports  necessarily  a  bad  thing. 
This  eightrenth  century  idea  called  mercantilism  was  held  so 
strongly  by  Napoleon  Bonaparte  that  he  freely  permitted  Eng- 
Und  to  impoK  grain  from  the  Baltic  in  1810  and  1811,  thinking 
that  he  was  thereby  injuring  her.  There  are  elements  of  possible 
injiury  to  the  countries  receiving  heavy  German  payments  but 
tliere  are  probably  ways  by  which  most  of  the  injur>'  can  be 
avoided. 

If  we  look  at  it  in  its  simple  economic  light,  this  (mytnent  kK>ka 
good,  very  good.  For  a  term  of  years  Germany  becomes  the 
servant  d  other  nations  to  the  extent  of  billions  of  doUan  worth  of 
goods  which  she  produces  and  sells  for  their  account,  turning  the 
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money  over  to  them, — wealth,  national  wealth.  That  certainly 
looks  good.  It  would  undoubtedly  help  in  the  payment  of  national 
debts.  England  and  France  would  hand  money  over  to  their 
citizens  in  exchange  for  bonds.  The  Belgian  government  could 
pay  for  the  bread  the  Belgian  Relief  Commission  distributed 
through  the  terrible  years  of  war. 

Here  is  a  place  where  we  must  deal  with  the  distinction  between 
the  government  and  the  citizens  of  the  country.  There  are  two 
kinds  of  danger  in  this  situation — one  industrial  and  the  other 
financial.  The  industrial  danger  Hes  in  the  possibility  of  the 
citizens  living  on  this  restoration  fund  for  a  time  and  getting  out  of 
the  habit  of  supporting  themselves  so  that  when  the  payments 
end  they  would  be  in  the  position  of  the  rich  young  man  who  lived 
on  his  father's  money  while  it  lasted  and  had  not  learned  how  to 
support  himself  when  it  was  suddenly  gone. 

If  the  people  of  the  fimd-receiving  country  could  keep  up  their 
work  and  their  industries  just  the  same  this  difficulty  would  not 
arise.  This,  however,  is  very  difficult  or  impossible  to  guarantee. 
It  depends  on  the  individual  choices  of  too  many  people.  Some 
prefer  to  work  and  to  save;  others  prefer  to  work  some  and  to 
spend.  Then  from  time  to  time  industrial  depression,  the  greatest 
ogre  of  modem  industrialism,  throws  millions  out  of  work  whether 
they  will  or  no.  Here  is  a  point  where  the  financial  danger  of  the 
restoration  payment  aggravates  the  industrial  danger.  It  may 
tend  to  increase  panics  in  the  receiving  countries  as  did  the  French 
payments  to  Germany  1871-7S. 

There  is  little  doubt  that  the  receipt  of  himdreds  of  millions  a 
year  of  foreign  credits  by  England,  France,  Belgium  and  Italy 
will  be  a  menace  by  making  speculation,  inflation  and  panic  that 
will  require  a  careful  and  vigorous  control  of  governmental  finances 
that  are  already  overinflated  with  war  loans — paper  money  in  fact. 
Undoubtedly  one  part  of  this  financial  control  should  be  a  con- 
tinued, careful  inspection  and  licensing  of  capital  issues  in  all  the 
countries  receiving  German  money  and  probably  in  the  United 
States  also. 

The  ultimate  industrial  danger  from  the  (jerman  restoration 
fund  is  that  Germany  will  finish  her  payments  with  a  huge  industry 
and  thoroughly  established  trade  outlet  for  that  industry,  while 
her  enemies  have  neither  the  industry  or  the  outlet.     This  danger 
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if  it  is  a  (Unfor.  can  be  partly  avoided  by  haTing  the  payments  on 
the  fund  taper  off,  declining  after  a  time  at  a  iroal]  percentage  each 
month  until  they  gradually  disappear.  Under  no  condition  should 
the  rapidity  of  payment  be  left  to  Germany.  In  1^1*75,  Vnact 
placed  Gennany  at  a  disadvantage  by  handmg  her  money  faster 
than  she  could  digest  it  If  Germany  were  now  left  free  to  pay  as 
she  chooses  she  may  seriously  injure  world  finance. 

Hie  gradual  ending  of  the  payments  would  let  mtcmatioBal 
trade  and  industry  make  a  gradual  adjustment  to  the  great  change, 
so  that  its  ending  would  be  unnoticed,  but  the  political  effecii  of 
such  a  long  drawn  process  might  be  world  destroying. 

A  gradual  endbg  would  also  dovetaO  with  a  process  of  foreign 
investment.  The  restoration  fund  should  be  and  probably  will  be 
Urgely  invested  in  foreign  countries.  German  doth,  cement, 
machinery,  glass,  paper  and  general  consumption  goods  may  now 
go  to  Spain  for  French  and  Belgian  account,  and  let  FVench  and 
Belgian  financiers  resume  the  work  on  hydro-electric,  irrigation, 
power  and  public  service  enterprises  that  stopped  so  suddenly  in 
1914  when  French  and  Belgian  supplies  were  cut  off  by  war 
paralysis.  The  building  of  a  railroad  in  BrazO  means  that  some- 
body furnishes  equipment  for  the  road  and  the  goo<is  used  by  the 
men,  their  families  and  the  mules  which  do  the  work  of  building 
the  road.  Thus  Germany  might  build  a  railroad  in  Brazil  tor 
Eni^&h  account  by  sending  cars,  rails,  steam  shovels,  dyiiamite, 
cement,  and  locomotives  to  Brazil.  She  could  also  send  clothing, 
shoes,  pocket  knives,  playing  cards  and  phonographs  for  the  men 
and  also  gasoline,  tobacco,  flour,  and  bacon,  mules  and  bales  of 
hay  which  she  might  securejin  the  United  States,  Argentina  and 
Brazil,  sending  potash  to  those  countries  in  payment  The 
financial  items  in  the  transaction  would  be  wages  paid  and  certain 
ineoes  of  paper,  bills  of  exchange,  written  in  terms  of  gold.  Thus 
the  surplus  exports  which  produce  Germany's  restoration  fund 
may  be  used  to  equip  enterprises  in  Russia,  Asia  Minor,  BrasO 
and  even  in  the  United  States  for  the  account  ol  English.  French 
and  Belgian  investois  who  will  fatten  their  imports  with  the  retan 
from  these  investments.  The  income  from  these  investments 
should  gradually  mount  as  the  annual  payment  of  restoralkn 
money  declines,  so  that  its  ending  would  be  nearly  unnolioed. 
The  period  of  payment  must  end,  however,  with  Gennany  pi»- 
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of  large  producing  capacity  and  large  exports  while  England 
and  France  will  in  all  probability  have  relatively  small  exports 
and  large  imports — this  surplus  of  imports  meaning,  of  course, 
that  Uie  nations  were  rich  witli  foreign  investments  on  wliich  tliey 
were  receiving  returns. 

The  Allies,  fearing  the  development  of  German  foreign  trade 
even  when  they  get  a  good  part  of  the  proceeds,  may  try  to  get 
settlement  from  Germany  without  permitting  her  to  build  up 
foreign  trade  connections.  With  this  end  in  view,  they  might  have 
her  send  goods  to  themselves. 

(b)  Delivery  of  Produce  hy  Germany  Directly  to  Allied  Governments 

This  would  in  part  keep  Germany  from  developing  trade  connec- 
tions and  good  will,  which  are  very  important,  but  she  would  he 
compelled  to  have  the  producing  capacity  and  there  is  little  reason 
to  think  that  she  could  be  compelled  to  pay  as  much  in  kind  as 
she  could  in  cash.  A  government  could  easily  take  potash,  sugar, 
potato  flour,  rails,  plain  cloth,  standard  machines  and  standard 
bulk  chemicals,  but  it  is  difficult  to  conceive  of  a  government 
taking  toys,  women's  wearing  apparel,  ribbons,  pocket  knives, 
cameras,  drugs  and  perfumery — types  of  the  best  income-yielding 
export  trade.  Therefore,  payment  in  kind  only  amounts  to  a 
renunciation  of  a  large  part  of  the  possible  payment. 

(c)  Boycotting  Germany 

Some  people  are  taking  the  position  that  they  will  punish  Ger- 
many by  not  using  German  goods.  This  is  the  exact  opposite  of 
receiving  restoration  money.  It  is  an  extreme  form  of  the 
renunciation  of  German  restoration  money.  It  means,  in  short, 
that  we  have  chosen  to  do  things  for  ourselves  rather  than  have 
Germany  do  them  for  us.  It  is  more  nearly  an  expression  of  feel- 
ing than  of  thought. 

(d)  Reconstruction  hy  German  Labor 

Perhaps  the  safest  thing  that  could  be  done  would  be  the  keep- 
ing of  the  German  prisoners  for  the  actual  physical  work  of  the 
restoration  of  France  and  Belgium.  They  could  be  relieved  by 
other  Germans.  They  could  receive  visits  from  their  families,  or 
even  have  members  of  their  families  with  them.  They  could  be 
fed  and  clothed  from  home,  but  this  given  number  of  Germans 
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ly  in  the  war  area  and  wotk  imtQ 
ill*.  This  would  leave  the  man  power  of  FVanoe  and  Belgium 
free  to  restore  their  shattered  trade.  It  wouKl  be  the  policy  with 
the  least  possible  trade  danger.  Unfortunately  it  can  account  for 
only  a  small  part  of  the  war  cost,  most  of  which,  is  for  a  past 
transaction  and  if  paid  must  be  in  some  kind  of  tnteniational 
payment 

Whatever  the  form  of  German  payment,  if  she  pays,  it  will  be 
through  exports,  and  export  surplus,  to  which  the  world  trade 
must  adjust  itself  in  accord  with  eeooomic  law  rather  than  political 
'^)iH.  Trade  can  violate  economic  law  only  by  paying  an  eco- 
i.wii.ic  penalty. 

Automatic  Factors  in  Thadb  SETTUBasNT 

r«>rtjuii  economic  conditions  tend  automatically  to  produce 
III  results,  regardless  of  the  laws  of  nations. 

The  way  in  which  trade  situations  tend  to  check  and  correct 
tbemaelves  is  well  shown  by  the  derangement  of  exchange  that 
prevailed  during  the  war  when  the  United  States  would  not 
export  gold  and  could  not  export  goods.  The  AnnaUM^  New  York, 
November  4,  1018,  said: 

"We  have  always  had  a  balance  in  our  favor  in  foreign  trade, 
and  we  are  ambitious  to  increase  our  exports.  How  are  foreign 
countries  going  to  settle  balances  in  our  favor?  We  have  seen 
since  we  got  into  the  war  a  very  serious  (lorunKt^nient  of  the  ex- 
dumges,  because  gold  was  no  longer  availabk*  for  2>cttling  balances. 
At  this  very  time  a  man  in  Canada  who  has  a  payment  to  make  in 
the  United  States  must  pay  about  $i  per  $100  for  exdianges. 
Only  a  few  months  ago  a  resident  of  this  country  who  had  a  bill  to 
pay  in  Spain  was  obliged  to  pay  about  $150  to  get  a  draft  for  $100. 
Of  course  such  conditions  are  ruinous  to  business  relatiooa.  No 
trade  could  stand  that  in  normal  times.  How,  then,  ran  we  hope 
to  increase  our  exports  or  even  coUect  the  interest  payments  due 
us,  not  to  speak  of  payments  on  the  principal?*' 

Ths  Change  of  United  Stateb  raoic  Expobtsb  to  Trader 

Many  students  of  trade  and  finance  are  agreed  that  economic 
forces,  of  which  the  Spanish  case  above  mentioned  is  a  type,  will 
compel  the  United  States  in  a  few  years  to  do  as  the  investor  na- 
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tkm  doe8 — ^import  more  than  she  exports,  as  England,  investor 
nation,  has  done  for  many  years.  This  will  probably  begin  after 
the  first  m*gent  calls  of  famine  and  reconstruction  in  Europe  have 
been  met  by  American  exports,  which  until  that  time  will  continue 
larger  than  imports  and  increase  our  investments  and  our  pros|>ect 
of  future  returns. 

The  arrival  of  this  condition  of  import  surplus  will  doubtless 
produce  many  readjustments  in  America,  for  some  of  us  have 
naturally  come  to  feel  that  many  of  the  temporary  industrial 
changes  produced  by  the  war  were  permanent.  We  have,  because 
of  loans,  largely  government  loans,  been  an  exp>orter  to  a  pleading 
world,  the  most  extensive  exporter  ever  seen.  The  history  of 
trade  during  the  war  is  the  history  of  peoples  begging  the  United 
States  for  goods  and  also  the  history  of  the  scientific  organized 
efforts  of  the  American  government  to  reduce  trade  with  the 
neutral  world  that  we  might  concentrate  our  industrial  power  on 
the  war.  The  list  of  great  increases  in  our  exports  between  1914 
and  1917  shows  how  astonishingly  the  war  affected  our  trade, 
either  by  taking  our  produce  or  by  giving  us  the  chance  to  supply 
temporarily  the  markets  normally  supplied  by  Europe. 


1914 
Export  value 
mil  ion  dollars 

1917 
Export  value 
million  dollars 

BimsB  and  manufactures  of 

£dKpl08IV68 

Firearms 

Zinc 

Copper  and  products 

Machinery 

Automobiles 

Horses  and  mules 

Petroleum  and  products 

Breadstuffs 

Meat  and  dairy  products .  . 

Sugar  and  molasses 

Leather  and  tanned  skin*; 

Leather  manufactures .  . 

Cotton  manufactures 

4 

6 
3 
.4 

146 
115 

82 

4 

157 

165 

146 

4 

S6 

20 

51 

86 
802 

95 

65 
322 
261 
118 

86 
246 
588 
403 

81 
108 

48 
186 

889.4 

8.440 
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Tlie  export  bcrea«e  b  these  fifteen  claaaes  Alone  m  three  jetn 
amounts  to  2,550  millions — a  sum  greater  than  the  entire  expoK  of 
1014. 

With  the  end  of  our  expctU  tot  reconstruction,  faume^d  (f 
loans,  government  and  private,  we  wiD  reach  the  end  of  our  un- 
paralleled orgy  of  exports.  We  will,  of  course,  continue  to  expoK 
but  we  will  no  longer  take  pay  b  promises  and  fed  the  pbch  of 
war  poverty.  We  will  take  pay  in  goods  and  services,  and  have 
present  wealth  rather  than  future  wealth.  We  have  for  a  time 
been  merely  an  exporter  with  bcidcntal  imports.  We  must 
agab  become  a  trader,  bujring  as  well  as  selling,  importing  as 
well  as  exporting,  lliis  will  be  a  great  change  from  the  past  four 
years.  Tlie  greatest  single  reconstruction  that  America  faces  is 
the  reconstruction  of  her  foreign  trade. 


UNITED  STATES   FOREIGN  TRADE 

Brdcf  SuiocART  for  1912-1918 
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American  Industries  and  Foreign  Trade  Following 

the  War 

By  Walter  B.  Palmer 

Formerly  Special  Agent  in  the  Bureau  of  Foreign  and  Domestic  Commerce  and 

in  the  Tariff  Commission 

"^rO  one  knows  how  far  reaching  will  be  the  political  and 
^  ^  industrial  consequences  of  the  greatest  war  in  all  history, 
but  one  feels  that  the  industrial  conditions  of  the  next  few  years 
can  be  forecasted  with  more  assurance  than  can  changes  in  the 
political  field.  Moreover,  it  seems  easier  to  make  predictions 
about  what  will  be  the  industrial  situation  in  the  United  States 
than  in  any  other  country  that  was  actively  engaged  in  the  war. 
Without  undue  optimism  one  may  hope  that  in  America,  after  a 
short  readjustment  period,  there  will  be  permanent  industrial 
prosperity. 

Reassuring  Features 

Reassuring  features  of  the  financial,  industrial  and  commercial 
outlook  in  this  country  are: 

1.  During  the  war  people  acquired  habits  of  more  intensive 
labor  and  learned  lessons  of  thrift  and  economy;  many  who  had 
been  extravagant,  wasteful  spenders  freed  themselves  from  debt 
and  accumulated  savings;  and,  where  there  were  probably  not 
over  a  few  hundred  thousand  bondholders  in  the  country,  there 
are  now,  it  is  estimated,  twenty-one  million  owners  of  Liberty 
Bonds. 

2.  The  enormous  trade  balances  in  favor  of  this  country,  the 
purchase  from  foreigners  of  practically  all  American  securities 
held  abroad  before  the  war,  and  the  loan  of  something  like  eight 
billion  dollars  by  our  government  to  the  Allies,  have  converted 
the  United  States  from  a  debtor  country  to  a  great  creditor  nation ; 
while  immense  bank  deposits  and  an  unprecedented  accumulation 
of  gold  here  place  the  United  States  in  the  strongest  financial 
position. 

S.  The  tremendous  resources  of  the  United  States,  unimpaired 
by  the  war,  and  the  fact  that  the  raw  materials  needed  by  the 
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more  importaot  induitriet  are  produced  here,  pUoe  thie  country 
m  the  mott  favorabb  ccoiioinic  poritioo. 

4.  Blaoufaetoreni  and  fhumrhra,  man  oncrly 

largely  indifferent  to  foreign  tnufet  are  cicifrniinrTj  w  ntfui  « large 
•hare  of  Uic  va«t  trade  with  other  countriee  which  tliey  hav« 
recently  acquired  and  wliieh  became  during  the  war  much  larger 
than  the  foreign  trade  that  any  country  had  erer  cojosred  at  any 
time. 

When  hoftiHtiee  ended  with  the  armittiee  bud  November, 
American  industries  bad  experienced  unexampled  prosperity, 
some  for  three  years  and  some  for  tour  years.  The  only  eaBoeptioas 
were  what  the  government  couiJdered  **nooosential  ludusliieSa 
which  had  been  restricted  as  to  supplies,  but  these  industries, 
producing  luxuries  or  semi-luxuries,  doubtless  will  participate  in 
the  general  prosperity  that  may  be  expected  when  ecoaomie 
dblocations  caused  by  the  war  have  been  adjusted. 

American  industries  were  stimulated  by  the  demands  of  war  to 
colossal  production.  The  war  ended  unexpectedly,  the 
lor  war  munitions  ceased  suddenly  and  many  government 
tracts  were  cancelled.  Some  time  is  necessary  for  a  readjustment 
from  a  war  to  a  peace  basis.  During  this  interval  busine«  wiD 
be  relaxed.  Prices  that  reached  heists  Ur  beyond  any  ever 
before  known  will  naturally  fall,  and  during  a  falling  market 
merchants  and  their  customers  will  be  cautious  about  buying. 
How  kmg  win  be  the  time  of  transition  no  one  knows,  but  it 
would  be  better  for  the  country  that  dumges  be  not  too  abrupt 
On  account,  however,  of  unprecedented  conditions,  it  may  be 
expected  that  the  time  of  industrial  rradjuxtment  will  be  com- 
parativdy  short 

Rstory  shows  that  after  victorious  wars  nations  have  eras  of 
prosperity.  Instance  the  expansion  of j^British  mdustry  and 
fore%n  trade  after  the  Napoleonic  wars.  For  ei^t  years  after 
our  Civil  War  there  was  great  industrial  activity  in  the  United 
SUtca.  Our  national  wealth  amounted  to  $514  per  capita  m 
1860  and  fTSO  m  1870. 

The  waste  places  of  the  earth,  devastated  by  war,  most  be 
restored,  and  the  materiab  'lor  reconstruction,  whether  raw 
materiab  or  finUied  products,  must  to  a  large  extent  be  furnished 
by  the  United  States.  Since  1814  the  United  Stales  has  aopplied 
goods  to  countries  aD  over  the  globe,  and  never  before  were 
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of  merchandise  so  low  as  they  were  when  hostilities  ceased.  Even 
in  the  United  States  economies  practised  during  the  war  have  had 
the  effect  of  reducing  purchases,  especially  of  goods  of  the  more 
expensive  grades.  Building  operations,  except  of  factories  for 
war  munitions,  have  largely  been  susj>ended  for  two  or  three 
years.  During  the  war  there  was  practically  no  railroad  con- 
struction in  any  country,  while  railroad  equipment  deteriorated. 

Almost  from  the  beginning  of  the  war  between  the  Allies  and 
the  Central  Powers,  and  especially  during  the  nineteen  months 
between  the  declaration  of  war  by  the  United  States  and  the 
armistice,  American  factories  were  op>erated  at  peak-load  capacity. 
Overtime  work  has  stopped  and  many  factories  have  slowed 
down,  while  some  have  closed  down  pending  a  readjustment  of 
labor  and  market  conditions.  But  the  demands  of  both  domestic 
and  foreign  trade  will  soon  be  so  great  that  there  will  necessarily 
be  great  industrial  activity,  not  so  much  as  during  the  war,  but 
probably  more  than  during  any  other  period  in  our  history. 

The  economic  position  of  the  United  States  is  dominant. 
Before  the  war  began  in  Europe,  our  manufacturers  in  some 
lines  had  established  a  large,  prosperous  and  rapidly  developing 
expK)rt  business.  This  commerce  has  grown  by  leaps  and  bounds 
during  the  war  period.  With  ample  capital  and  abundant  raw 
materials,  and  with  factory  organizations  adapted  for  large  unit 
production,  there  is  little  reason  for  doubt  that  our  industries 
can  command  hereafter  a  foreign  trade  much  larger  than  it  was 
previous  to  1914.  The  dislocation  of  industry  has  been  less  in 
the  United  States  than  in  any  other  belligerent  nation,  except 
perhaps  Great  Britain  and  Italy,  and  it  is  not  clear  that  those 
countries  should  be  excepted.  The  Germans,  during  their  occu- 
pancy of  the  industrial  sections  of  France  and  Belgium,  demol- 
ished factories  and  destroyed  machinery  they  did  not  remove. 
Neither  Italy  nor  Austria-Hungary  has  been  a  competitor  of  the 
United  States  in  foreign  commerce,  except  in  small  lines.  Ger- 
many has  been  a  strong  competitor,  but,  deprived  of  valuable 
coal  and  iron  mines,  stripped  of  colonies,  entirely  dependent  on 
other  countries  for  raw  materials,  oppressed  with  enormous  war 
debts  and  indenmities,  her  selling  organization  and  credit  sys- 
tem destroyed,  Germany's  former  industrial  prosperity  and  former 
position  in  international  trade  cannot,  for  many  years  at  least, 
be  regained. 
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Wages  and  Pucm 

The  most  unoerUin  probkiu  in  thr  futurr  of  induttr>',  b 
America  ai  well  m  Europe^  if  tlimt  of  labor,  and  this  mvohrca 
prioet.  Wages  and  prices.  wUdi  are  always  dosely  related,  rose 
during  the  war  to  figures  never  before  readied  or  even  approached. 
Undoubtedly  these  high  levels  will  now  be  reduced,  but  therein 
lies  the  danger.  Labor  will  resist  wags  reductions,  and  the  high- 
est oflBdals  of  union  lal>or  have  annoonced  that  wage  reductions 
will  be  resisted  with  all  the  power  of  their  organisations.  Should 
such  reductions  l>e  forced  by  nuuiufacturers,  disastrous  and 
widespread  strikes  might  be  expected.  It  is  probable,  however, 
that  manufacturers  generally  will  be  wise  enough  not  to  attempt 
to  drive  wages  downward  before  there  is  a  fall  m  the  cost  of  living. 
This  country  could  ill  aflford  a  labor  war  following  an  enormously 
expensive  foreign  war.  Manufacturers  should  remember  that 
wages  are  not  really  the  amounts  shown  on  the  pa>TolU,  but  the 
purchasing  power  of  these  amounts,  and  should  recognise  that 
during  an  era  of  hi^  prices  labor  is  entitled  to  remuneration  on  a 
corresponding  scale. 

It  would  be  better  for  the  country  that  wage  and  price  read- 
justments come  about  gradually.  Prices  of  some  commodities, 
wool  and  cotton  and  their  textiles,  copper  and  other  mcUiU,  have 
already  declined  from  war-time  levds.  Undoubtedly  there  will 
be  price  reductions  in  other  lines  during  1919,  the  exti*nt  of  which 
cannot  be  estimated  but  which  will  be  appreciable.  As  famine 
conditions  prevail  in  a  large  part  of  Europe,  food  products  will 
doubtless  declme  in  price  more  slowly  than  other  commodities, 
but,  with  average  crops  in  thejgreat  food  producing  countries, 
the  shortage  will  be  relieved  throu^out  the  world.  Of  course 
average  crops,  that  is,  equal  to  the  pre-war  average,  cannot  be 
expected  in  Russia,  where  there  is  political  upheaval,  or  in  thr 
devastated  sections  of  Europe.  Uncertainty  as  to  the  world'» 
wheat  production  m  1919  msikes  imcertam  the  market  price  dur- 
ing coming  months,  althou^  our  government  has  guaranteed 
ItJM  a  bushd  to  hrmcrs. 

In  all  countries  there  was  during  the  war  a  shortage  of  labor  as 
weD  as  of  food.  After  the  period  of  transition  from  a  war  to  a 
peace  bash  there  probably  will  be  employment  for  everyone. 
Tlie  demands  on  industry  will  be  so  great  that  an  adjustment  to 
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peace  conditions  will  probably  be  in  full  effect  by  the  time  demo- 
bOization  is  completed,  p>ossibly  before,  and  then  there  should 
be  emplojTiient  for  all  returned  soldiers.  In  the  United  States 
the  supply  of  labor  will  be  more  or  less  affected  by  immigration, 
but  the  ejrtent  of  immigration  after  the  war  is  a  matter  of  pure 
guesswork.  Unquestionably  millions  of  people  in  Europe  wish 
to  come  to  America.  If  only  1  p>er  cent  of  the  populations  of 
nations  lately  at  war  should  seek  asylum  here,  the  number  would 
be  between  four  and  five  millions.  But  the  recently  enacted 
literacy  test  excludes  many  from  the  United  States,  many  espe- 
cially from  Central  and  Southern  Europe  where  illiteracy  rises 
to  50,  60  or  70  per  cent.  Some  European  countries  will  prob- 
ably prohibit  ^migration,  either  by  direct  laws  or  by  making 
it  difficult  to  secure  passports.  Then,  owing  partly  to  a  short- 
age of  ships,  emigrant  rates  will  be  high  and  this  condition  will 
likely  continue  for  a  considerable  time.  Wages  will  undoubtedly 
be  higher  in  all  European  countries  after  the  war  than  before  it 
began,  and  this  will  have  a  tendency  to  hold  many  to  their 
native  soil.  Moreover,  many  aliens  now  in  the  United  States 
have  always  intended  to  return  to  Europe.  During  the  four  years 
of  war  they  earned  high  wages  and  saved  more  money  than  they 
ever  before  possessed.  Many  now  will  return  to  their  old  homes, 
with  the  intention  of  buying  farms,  for  they  believe  that  in  many 
places,  esi>ecially  in  Russia,  Austria-Hungary  and  the  Balkan 
States,  land  can  be  purchased  cheaply  as  compared  with  values 
before  the  war.  The  fact  that  prohibition  will  permanently  pre- 
vail in  the  United  States  from  July  1,  1919,  will  likely  deter  some 
foreigners  from  coming  to  our  shores,  and  hasten  the  return  of 
some  aliens  to  Europe. 

During  the  war  the  Department  of  Labor  has  established 
nation-wide  employment  agencies,  by  which  the  labor  forces  can 
be  distributed  to  the  industries  and  sections  where  they  are  most 
needed.  If,  perchance,  there  should  be  a  surplus  of  labor,  it 
may  be  employed  in  building  roads,  diking  rivers  or  on  other  pub- 
lic works,  or  it  may  be  employed  in  the  reclamation  of  public 
lands,  for  which  some  states  have  already  provided  and  for  which 
Secretary  Lane  asks  a  congressional  appropriation.  The  labor 
needs  of  agriculture  are  urgent,  and  it  would  be  better^  for  the 
country  if  hundreds  of  thousands,  or  even  millions,  of  men  could 
be  induced  to  go  to  work  on  farms. 
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OuB  Tarot  PbUCT 

Another  uneertab  hdor  affecting  induftrial  reoonstnictioii  and 
export  trade  is  the  tariff,  and  this  applies  to  competing  countries 
as  well  as  ia  tiie  United  States.  No  one  knows  what  changes 
will  be  made  in  the  conventional  tariffs  that  Germany  and  Aus- 
tria-Hungary have  had,  or  in  the  maximum  and  minimum  tariff 
of  France  or  in  the  free  trade  qrtiem  of  Great  Britain.  The  Peace 
Conference  may  decide  some  queslioos  as  to  the  tariff  relations 
between  the  ADiei  and  the  Teutonic  Powers,  and  po«ibly  may 
impose  on  the  latter  economic  barriers  for  a  number  of  years. 
With  a  Democratic  President  and  a  Republican  Congress  thi*n* 
likely  will  be  no  tariff  changes  in  the  United  States  during  the 
next  two  years,  except  perhaps  hi^ier  duties  oo  particular  arti- 
des.  Meanwhile  dumping  will  be  prevented  by  the  anti-dumping 
provision  of  the  Underwood-Simmons  Act 

During  the  last  twenty  years  legislation  has  been  toward  lower 
tariff  rates,  as  shown  by  Table  I.  The  average  duty  computed 
on  the  value  of  imports  for  consumption  was  approximately  only 
6  per  cent  less  on  both  dutiable  imports  and  total  imports  dur- 
ing the  (nearly)  nine  months*  period  from  October  4,  1918,  irt&en 
the  Underwood-Simmons  Act  was  passed,  to  the  end  of  the  fiscal 
year,  June  SO,  1914,  a  month  before  the  war  began  in  Europe,  as 
compared  with  imports  during  the  fiscal  year  ended  June  80, 1918, 
the  last  full  fiscal  year  under  the  Payne-Aldrich  Act. 

It  may  be  taken  for  granted  that  the  Democratic  party,  as 
w^  as  the  Republican  party,  will  favor  duties  sufiiciently  high 
to  maintain  in  a  prosperous  condition  the  efficient  plants  in 
important  mdustries.  The  maintenance  of  "key"  or  ** pivotal*' 
industries  is  favored  by  both  parties  as  a  national  policy,  as  a 
measure  of  national  independence  and  security,  lliis  is  illus- 
trated by  the  hi^ier  duties  on  analine  dyes,  which  a  Democratic 
Congress,  in  1916,  voted  to  develop  and  protect  as  an  infant 
industry.  It  is  illustrated  also  by  a  bill  to  make  the  new  rates 
more  effective,  a  bill  drafted  by  the  Tariff  Conmiission,  which 
commission,  established  by  Congress  in  1916,  was  organised  in 
1917. 

Conditions  the  world  over  are  now  abnormal  but  the  advantage 
is  with  America.  Taxes  in  the  United  SUtes  wfll  be  hi^  to  pay 
our  war  debt,  but  computed  on  either  an  ad-valorem  basis  or  a 
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TABLE  I 

AvBRAGB  Rate  or  Dtmr,  CoicpirrED  on  an  Ad- valorem  Babib, 
Collected  on  Impobtb  for  Consumption  During  Specified  Plrioos 
UNDER  Tabiit  Acn  or  1897,  1909  and  1918* 


Average  rates  on 

FiMd  jmn  ended  June  80.  1899.  1909»  1911  and  1918 

Dutiable 
imports 

Total 

imports 

1899,  first  full  fiscal  year  under  Dingley  Act 

52.07 
48.15 
41.22 
40.05 
88.99 

29.48 

1900,  last  full  fiscal  vcar  under  Dinglcv  Act 

22.99 

1911,  first  full  fiscal  year  under  Payiie-AIdrich  Act 

1918.  last  full  fiscal  year  under  Payne-Aldrich  Act.  .  .  . 
Oct.  4. 1918.  to  June  80, 1914,  Underwood-Simmons  Act 

20.29 
17.69 
12.80 

♦"Foreign  Commerce  and  the  Tariff,  1899-101.'>,"  p..S4.  Published  as  Senate 
Document  No.  866.  1st  Session,  64th  Congress.  Contains  many  detailed  tables 
relating  to  the  tariff  compiled  by  the  writer  from  reports  of  the  Bureau  of  the 
Census  and  the  Bureau  of  Foreign  and  Domestic  Commerce. 

per  capita  basis,  they  will  be  higher  in  other  countries  than  here. 
The  cost  of  living  here  will  continue  high  for  an  indefinite  time 
but  necessities  will  be  equally  as  high  or  higher  elsewhere.  Wages 
will  be  high  here  even  after  reductions  that  may  be  expected. 
They  will  not  be  so  high  elsewhere,  but  the  proportion  of  increase 
in  wages  above  pre-war  standards  will  doubtless  be  as  great  in 
other  countries  as  in  our  own.  Raw  materials  of  most  kinds  will 
cost  no  more,  if  as  much,  in  the  United  States  than  in  European 
countries. 

Export  Trade  and  Production  Costs 

Our  export  trade  would,  of  course,  be  handicapped  by  exces- 
sively high  wages  as  compared  with  those  in  other  countries. 
But  before  the  war  our  foreign  commerce  was  built  up  largely  in 
lines  of  manufacturing  in  which  American  manufacturers  have 
shown  their  sup>eriority  over  foreign  manufacturers,  in  matters  of 
factory  organization,  greatest  possible  use  of  machinery,  sub- 
division of  labor,  standardization  of  products  and  large  output. 
Such  eflSciency  has  to  a  great  extent,  frequently  altogether,  over- 
come the  handicap  of  higher  wages  paid  by  American  manu- 
facturers, as  compared  with  wages  paid  in  Europe.     It  has, 
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moreover,  been  demooftnited  that  well-paid  lalior  m  niorr  eco- 
nomical than  that  which  if  |K)orly  paid. 

Where  thr  prwhict  is  prinrifMiIly  or  vtrj*  largely  hand-iimclet 
America  cannot  con)|>ct(*  witii  KurofH*,  became  of  the  higher 
labor  cost  here,  but  there  are  now  few  imporiaot  indimtrirt  of 
that  kind  and  every  year  inventiooa  are  introduced  that  with  leu 
labor  increase  the  output.  The  proportion  of  labor  coat  a«  com- 
pared wiUi  the  total  cott  of  manufactiir«Hl  artidea  ia  often  much 
overrate<!.  The  Census  of  Manufacturt*}i  in  1M9  showed  that 
the  total  value  of  manufacturea  was  tSO,40S,400,9S5,  of  which 
only  $3,427,097,884  was  paid  to  wage-eanicra;that  ia,the  labor  cost 
was  only  16.72  per  cent  Of  260  industries  (all  that  are  speci- 
fied by  the  census,  with  a  group  of  '*all  other  induntries*')  there 
were  105  in  which  the  labor  coat  was  lev  than  U  per  oent.^ 
Other  elements  of  cost  shown  by  the  census  were  raw  materials, 
contract  work,  salaries,  rent  and  taxes.  It  may  be  assumed  that 
in  all  or  most  of  the  industries  the  cost  to  American  manufacturers 
for  raw  materials  did  not  exceed  the  cost  to  foreign  manufacturers. 

One  tiling  that  American  manufacturers  need  is  a  cost-finding 
system.  Their  balance  sheets  show  whether  last  year's  buaiaaM 
has  been  profitable,  but  nearly  all  of  the  smaller  nmniifm*tiin*rs. 
and  most  of  those  with  medium  production,  have  no  method  by 
which  tliey  can  accurately  determine  what  are  the  elements  of 
cost  or  even  total  costs  of  particular  units  or  of  difTertmt  grades 
of  a  product.  This  statement  may  be  questioned,  but  it  will  be 
substantiated  by  any  general  investigation  of  factory  conditions. 

In  fortx;asting  the  extent  of  exports  of  the  United  States  after 
the  war,  a  glance  may  be  given  to  statistics  of  ex|x)rts  before  the 
war  began  in  1014.  The  statistics  of  imports  and  exports,  com- 
piled by  the  Bureau  of  Foreign  and  Domestic  Commerce,  show 
commodities  in  six  general  classes,  as  follows : 

A.  Crude  Materials  for  Use  in  Manufacturing. 

B.  Foodstuffs  in  Crude  Condition  and  Food  .\niinal<. 

C.  Foodstuffs  Partly  or  Wholly  Manufaeturtxl. 

D.  Manufactures  for  Further  Use  in  Manufacturing. 

E.  Manufactures  Ready  for  Consumption. 

F.  MisccUaucous. 

•  *'  Faraign  ComaMm  and  the  Tariff,  ISOa-iaiS."  ppw  fT-it. 
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TABLE  n 


General   Imports  and  Domestic  Exports  of  Manufactures 
Ready   fob  Consuiiption,  Fiscal  Year  Ended  June  80,  1914. 

COMPABABUB    CoiOfODITIES    OF  WhICH    ThERE  WaS  AN    ExCESS  OF 

iMPCMrra* 


Classification 


Imports 


Excess  of 
imports 


Fibers,  vegetable,  and  textile^  grasses,  manufac- 
tures of 

Art  works 

Cotton  laces  and  embroideries 

Wool,  manufactures  of: 
Wearing  apparel 

Other 

ToUl 


Silk,  manufactures  of,  exclusive  of  yarn 

Paper,  and  manufactures  of: 

Paper  hangings 

Printing  paper  for  books  and  newspapers 

Wrapping  paper 

Books,  music,  maps,  engravings,  etchings, 
photographs,  and  other  printed  matter  not 
elsewhere  specified 

Other 

Total 

Earthen,  stone,  and  china  ware 

Toys 

Fertilizers,  not  elsewhere  specified 

Cotton  knit  goods,  including  hosiery 

Tobacco,  cigars,  and  cheroots 

Cutlery 

Cork,  manufactures  of 

Gold  and  silver,  manufactures  of,  including  jewelry 

Perfumeries,  cosmetics,  and  all  toilet  preparations 

Wood  shingles 

Brushes,  feather  dusters,  and  hair  pencils 

Buttons  and  parts  of .  . 

Oi]ck>th  and  linoleum  for  floors 

Aluminum,  manufactures  of 

Glass,  cylinder,  crown  and  common  window  gla«!s, 
unpoushed 

Oil,  animal 

Biatches,  friction  and  lucifer .  . 

Electric  lamps 

Pencils  and  pencil  lead  (including  slate). 

Sponges 

Umbrellas,  parasols  and  sunshades,  covered  with 
silk  or  other  material,  except  paper  or  lace,  and 
sticks  for 

Platinum,  vases,  retorts,  and  vessels  for  chemical 


use. 


Total 


$81,141,028 
85,010,449 
88,865322 


$2,268,125 
81,047,870 


$88,815,495 


$29,702,828 


$988,777 

11,075.659 

1.028,500 


6,644,264 
7,881.640 


$27,568,840 


$10,629,178 
9,084,019 
6,199,554 
5,671,868 
5,198,318 
2,860,519 
2.647,888 
2,609,180 
2,809,027 
2,190,170 
2,180,858 
2,082.029 
1,829,596 
1.441,258 

1.856.218 
1,038.851 
882,795 
658.765 
642.998 
481.978 


119,078 
82.000 


$802,779,972 


$68,565,558 
88,595,147 
88,688.865 


$119,890 
29.879.167 


$29,499,057 


$27,894,718 


$480,265 

7.285,806 

495.843 


2.995.596 
1.688.888 


$6,900,206 


$6,275,987 
8,274.899 
4,888,651 
8,125,041 
5,159,214 
1,712.524 
2,185,639 
1,176,908 

688,155 
2,077,707 
1,730,944 
1.427,657 
1.769.198 

889388 

1.044.879 
211,618 
805,059 
185,496 
109,054 
308,107 


89,170 
10.828 


$248,184,059 


Foreign  Conuneree  and  the  Tariff,  1899-1915,"  pp.  54-55. 
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TABLB  m 


GnnauL 
Rbaotpcni 

FABABLB 


AND   DOMMfIC   BXfOBTS   OT    HaHVWA 

.tae4LYa4BRinMK»ioiniM,^9t4.   Com. 
Wnoi  Tun  Was  AM 


ClMiifieatioo 


Machhiwy,  mthinw.  and  parts  of 

AutocMbiitt,  and  parU  of 

Agricultural  implemaita.  and  parts  of . . 

Cotton  cloths 

Oil.  mineral,  naphtlia,  and  all  lighter  products  of 
distillation 


'  •1I5.«M314 
88.196  jM0 
81.M8.780 


Leather,  manufacture  of: 
Boots  and  shoen 

Other 

Total 


Structural  iron  and  steel . . 
India  rubber,  manufactures  of . 

Raik  for  railways,  steel 

Wire,  and  manufactures  of 

Photographic  goods: 

Cameras 

Motion-picture  films,  not  exposed 

Motion-picture  films,  exposed . . . 

Other... 
Total. 
Tobacco,  manufactures  of: 


Cigarettes 

Otte. .. 
Total.. 

Explosives.  . 

Soap 

Musical  instruments,  and  parts  of . . 

Lead,  manufactures  of 

Phonographs,  etc.,  and  materials  for 
Oil,  vegetable,  fixed  or  expressed ... 

Abrasives 

Bicycles,  tricycles,  motorcycles,  etc. 

Starch 

Copper,  manufactures  of 

Straw  and  palm  leaf,  manufacturrs  of .  . 

Asbestos,  manufactures  of 

Blacking (includingshoepasie  and  polish sndother) 
Hair,  manufacture  of .  . 

Candka 

Aeroplanes,  and  parts  of . 
Zinc,  manufactures  of .  . . . 

Plates,  stereotype  and  electrotjpc 

Ivoiy  and  manufacturea  of,  and  scrap 


$l7JMrrSH 


10.t58,108 
MMJU 


4jM4.7ft 
Mtt,9M 
«.tt0.148 


$0,481,800 


$4.775306 
t.714.508 


$7,480,811 


$8.«7«,107 
4.880.009 
8.858.681 
t,6IO;l07 
MIMOO 
<,406,807 
«.114,68t 
1.64M85 


Total 


1X7,087 
700407 
687,078 

#640.805 
844.756 
088,018 
006,140 
158  J44 
71.780 
68,180 


0100.161,746 
81.700J66 
81,766.716 
16.! 


t5,051,0a 


$17,466,668 
17J80w460 


$IM64J0M 
0.446j861 
0.000476 
6,6IIM60 


$416,716 

8475.160 

870,751 

0.140408 


$4480.700 
0446465 


$0.1804$i 

$5.414410 

4.118466 
l.i81407 
0440456 


1465444 
1.416406 

1,1 


607407 


107418 
014U 
10,760 


0851.006465 


*  **  Foie«n  Commerce  and  the  Tariff,  1890-1015,*'  pp.  56-57. 
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Large  importations  of  materials  for  use  or  further  use  in  manu- 
facturing indicate  a  healtliy  condition  of  domestic  industry. 
Tariff  differei^ces  and  discussions  center  around  Class  E — ^manu- 
factures ready  for  consumption.  In  the  fiscal  year  ended  Jime 
SO,  1914,  total  general  imports  amounted  to  $1,893,925,657, 
while  total  domestic  exj)orts  amounted  to  $2,329,684,025,  an 
excess  of  exports  over  imports  of  $435,758,368.  During  the  same 
year  general  imports  of  Class  E  amounted  to  $449,318,214  and 
domestic  exports  of  that  class  to  $724,908,000,  an  excess  of 
exports  of  $275,587,786.  Ten  years  earlier  this  excess  amounted 
to  only  $95,877,128. 

Table  11  is  a  list  of  commodities  of  which  the  imports  exceeded 
in  value  the  exports.  Table  III  is  a  list  of  commodities  of  which 
the  exports  exceeded  in  value  the  imports.  Some  imports  and 
exports,  not  strictly  comparable  in  their  classifications  are  omit- 
ted from  both  lists.  The  list  of  imp)orts  includes  art  works  and 
goods  of  fine  grades  made  largely  by  hand;  the  list  of  exports 
includes  articles  manufactured  in  factories  having  quantity  pro- 
duction. 

Growth  of  Our  Foreign  Trade 

There  are  reasons  for  believing  that  Americans  generally  do 
not  realize  the  extent  and  remarkable  increase  of  the  foreign 
trade  of  the  United  States,  especially  exports,  during  the  decade 
preceding  the  war.  Table  IV  shows  the  growth  in  imports  of  the 
four  greatest  commercial  countries  from  1902  to  1912,  the  latter 
year  being  the  last  for  which  comparative  statistics  are  available. 
It  will  be  seen  that  in  the  increase  of  imports  of  manufactured 
goods,  the  percentage  of  tlie  United  States  was  considerably 
larger  than  the  percentage  of  the  United  Kingdom,  and  con- 
siderably less  than  the  percentage  of  either  France  or  Germany. 
By  Table  V,  showing  the  growth  of  exports  from  1902  to  1912,  it 
appears  that  in  increase  of  experts  of  manufactured  products  the 
percentage  of  the  United  States  was  very  much  larger  than  the 
percentage  of  any  other  of  the  four  countries. 

The  wonderful  progress  that  the  United  States  made  in  expan- 
sion of  exports  in  years  preceding  the  war  has  been  many  times 
accelerated  since  the  w^ar  began  in  1914.  The  United  States 
now  has  an  export  trade  far  larger  than  that  of  any  other  nation 
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TABLE  IV 

Amount  and  Pbr  Cnrr  or  InonAW  or  Total  iMfosfs  jam 
\u¥097%  OF  Mamufactvkso  Paooocmi  or  tub  Vmrwo  SrAm. 

rNITCO   KlNODOM.    GsilllAinr.    AMD    PkAJICS    OmUMO    TSB     lO-Yi 

Period  vbom  lOOt  to  lOlf* 


( 'ouiitry 

1008 

1818 

Tmimii  1808  to  1818 

AOMMBi 

Vm^ 

ITDitfld  SUIm: 

ToUl  imporU 

Manufaetiired  prod- 

iirU 

8008310370 
415.188350 

8387388308 
G49.I4<.007 

1340.178300 
808314.000 
848.042.000 
148.060300 

81318.073.055 

7843S538S 
8308.088358 

808374346 
8344.456300 

406310.000 
1.588344.400 

311340.000 

8648.758.185 
808485387 

1370388388 
853.431.441 

1304360300 
888388,000 
740308.400 
101380300 

87  56 

74.47 

I'll  it  i<  I  Kintfdooi: 

1                  .rtJ 

M                irrii  prod- 
lU'is 

(ifTiimnv  : 

'1                       rLs     .  ... 
M                 n.lprod- 

1!.    t  •, 

'r..t.i!  iiMp-it^    . . . 

Miiinif.i.  tiir.-.l  prod- 
ucLs 

41.81 
88  04 
88.88 
88.04 
87.S< 
107.78 

^  "Fora^fnComiiiaQe  and  the  Ttfiff.  1880-1815,"  p.  74.    The 
by  the  four  countries  is  not  ezictly  the  Mine,  toaie  oommodill 
nuuiufactured  products  by  one  oountnr  beinf  grouped  by 
materiBls.    /6uf..  p.  78.  where  imports  for  each  year  1800  to  1818 
shown  by  countries. 

on  earth,  and  livithout  doubt  nnich  of  its  gain  during  the  war  period 
vnW  be  retained.  During  this  period  many  American  manu- 
failnrrrs  who  previously  had  no  intentioii  or  desire  to  go  into 
foreign  trade,  have  built  up  a  profitable  buabeaa  in  the  four  quar- 
ters of  the  globe.  They  have  lost  their  timidity  about  venturing 
out,  have  advertised  in  foreign  countriea,  have  sent  saicaiiifn  to 
distant  lands,  have  manufactured  goods  to  suit  the 
of  people  living  in  difTereut  climes,  have  teamed  how  to 
securely,  have  met  varying  credit  requirements,  and  in  short* 
have  learned  tlie  methods  o(  getting  and  filling  orders  and  build- 
ing up  a  profitable  trade  the  world  around. 

Wliile  Tabk  V  shows  that  the  exports  of  Germany  wera  iaa«a»- 
ing  faster  than  those  of  the  United  Kingdom  or  of  France,  yet 
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TABLE  V 

Amount  and  Per  Cent  of  Incrbabe  of  Total  Exports  and 
Exports  of  Manufactured  Products  of  the  United  States, 
Ukited  Kingdom,  Germany,  and  France  during  the  10-tear 
Period  from  190«  to  1912* 


Country 

19M 

1912 

Increase  1902  to  191<^ 

Amount 

Percent 

United  SUtes: 
Total  domestic   ex- 
ports   

$1,838,468,491 
464.415,450 

1.379.«8«,781 
1,103.858,780 

1,118,364,000 
785,182,000 

820,674,600 
458,207,800 

$2,362,696,056 
1,117,665,614 

2,871,072,866 
1,878,740,295 

2,181,766,000 
1,480.142.000 

1.295,581,800 
756,154.700 

$1,029,427,565 
653.250,164 

991,790,135 
769,886,515 

1,018,402,000 
694,960,000 

474.857,200 
297,856,900 

77.21 

Manufactured  prod- 
ucts  

140  60 

United  Kingdom: 

Total  domestic   ex- 
ports   

Manufactured  prod- 
ucts  

Germany: 

Total  domestic    ex- 
ports   

Manufactured  prod- 
ucts  

71.01 

69  7:> 

91.47 
04   fy'A 

France: 
Total  domestic    ex- 
ports   

57.86 

Manufactured  prod- 
ucts.. 

64.99 

•  **  Foreign  Commerce  and  the  Tariff.  1899-1915,"  p.  75,  where  exports  for 
each  year  1900  to  1912  are  shown  by  countries. 

wi\h  her  loss  of  the  war,  Grermany  has  lost  her  foreign  tra<l<' 
organization.  Under  the  restrictions  imposed  on  her  by  the  Peac* 
Conference,  especially  those  depriving  her  of  adjacent  territory 
and  colonies  (which  deprives  her  of  raw  materials),  especially 
also  the  heavy  indemnities  to  be  paid  by  her,  it  is  not  to  be 
expected  that  during 'the  first  years,  perhaps  many  years,  of 
peace  her  industrial  system  can  be  restored  or  her  foreign  trade 
re^tablished  on  the  basis  of  anything  like  its  former  extent  or 
degree  of  prosperity. 

Germany  has  one  product  that  America  needs — potash.  Her 
manufactured  products  exported  to  America  consisted  largely  of 
drugs,  dyes,  hosiery,  toys,  laboratory  ware  and  optical  glass, 
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but  domMtic  manufacture  of  these  oomnioditics  haa  frealty 
bcreased  during  Uie  but  four  years,  and  for  them  the  United 
States  will  not  htn^af  ter  Im*  dependent  on  any  other  country. 

It  iieenui  probable  tiiat  the  United  Kingdom  will  be  the  great 
commercial  rival  of  tiie  United  States  in  tlie  future,  as  (see 
Table  V)  it  rt*ally  has  been  in  the  patit  m  volume  of  manutactived 
exports  and  total  ezporta. 

The  Futukb 

But  encouraged,  elated  even»  by  recent  successes  in  (oragn 
fielcU,  American  manufacturers  will  make  a  vigorous  effort  to 
)u)lcl  inudi  of  till*  new  trade  abroad  that  has  beoi  gained  during 
Uie  liuit  four  years,  and  even  to  extend  business  to  regioos  where 
our  conmicrce  has  hen*tofore  not  reached.  Those  sections  of 
Ruiisia  that  are  overrun  with  Bolshevism,  and  any  other  sections 
that  may  be  similarly  affected,  will  of  course  be  avoided  until 
stable  governments  are  established.  In  promoting  foreign  com- 
merce American  manufacturers  will  receive  invaluable  aid  from  the 
Bureau  of  Foreign  and  Domestic  Commerce,  whose  oonuneraal 
attach^  are  stationed  in  the  leading  countries,  and  whose  trade 
commissioners  visit  all  parts  of  the  world  to  observe  and  report 
trade  opportunities  opc*n  to  Americans.  For  prosecuting  this  work 
of  fostering  foreign  trade,  which  has  heretofore  yielded  rich  results. 
Secretary  Redfield  asks  for  considerably  larger  appropriations. 

The  Bureau  of  Foreign  and  Domestic  Commerce  publishes  a 
daily  called  Commerce  Reports,  to  which  anyone  may  subscribe* 
It  contains  reports  and  letters  from  representatives  of  the  bureau 
in  foreign  countries  and  from  American  consuls  throughout  the 
world.  It  will  give  American  manufacturers  and  exporters 
information  of  the  greatest  value  as  to  industrial  and  trade  con- 
ditions in  all  countries,  valuable  espedally  because  of  the  rapid 
changes  that  will  now  occur,  lender  the  provisions  of  the  Federal 
Reserve  Act,  seventy -five  branches  of  American  banks  have  beeo 
established  abroad,  and  doubtless  many  more  will  be  established, 
which  will  give  Americans  in  foreign  trade  the  benefits  of  banking 
facilities  and  credit  reporting  agencies  that  they  have  not  hereto- 
fore enjoyed. 

Under  the  provisions  of  the  Webb  Act,  which  relieve  expoK 
associations  from  provisions  of  the  Sherman  .\ct  intended  to 
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prevent  monopolies,  about  sixty  associations  have  been  fornunl, 
and  these  with  others  which  may  be  organized  will  probably  cover 
manufacturers  in  all  important  lines  of  goods  exported.  Tho> 
will  give  to  Americans,  so  far  as  selling  to  foreigners  is  concemrd, 
the  advantages  that  Germans  have  enjoyed  under  their  cartel 
syBtem.  The  United  States  now  has,  or  very  soon  will  have,  tlir 
ship  tonnage  needed  for  carrying  its  goods  to  the  marts  of  the 
world,  without  dependence  on  bottoms  sailing  imder  foreign 
flags  as  has  been  our  humiliating  ix)sition  since  the  Civil  War. 

It  is  gratifying  to  note  that  our  exports  during  December,  1918, 
and  January,  1919,  were  very  much  larger,  in  quantities  as  well  as 
values,  than  they  were  during  the  corresponding  months  of  1913 
and  1914.  The  rivals  of  the  United  States  in  international  com- 
merce will  not  for  some  time  be  in  a  financial  condition  to  extend 
the  long  credits  which  they  gave  to  overseas  customers  before  the 
war  began.  Financial  assistance  to  American  exporters  will  b<' 
furnished  by  the  War  Finance  Corporation,  which  was  established 
by  Congress,  in  1918,  with  an  authorized  capital  stock  of  $500,- 
000,000,  all  to  be  subscribed  by  the  government,  and  with  the 
Vight  to  borrow  up  to  six  times  the  amount  of  the  paid  up  stock 
issue.  Early  in  April  this  corporation  issued  bonds  to  the  amount 
of  $200,000,000,  which  were  subscribed  for  immediately.  These 
bonds  are  payable  in  one  year,  with  5  per  cent  interest.  Th<' 
corporation  will  make  loans  to  exporters  up  to  $50,000,000  for  a 
maximum  of  five  years.  Adequate  collateral  will  be  required  to 
equal  at  least  125  per  cent  of  the  loan,  and  probably  trade  ac- 
ceptances or  other  paper  representing  merchandise  will  be 
acceptable. 

American  enterprise  has  been  intensified  by  the  reenergized 
work  done  during  the  war.  The  commercial  vision  of  Americans 
has  been  greatly  broadened  during  the  last  five  years.  In  1914  tli<' 
United  States  was  exceeded  in  exports  by  only  one  nation,  to 
which,  in  fact,  it  was  almost  equal.  If  the  volume  of  export  trade 
held  in  that  year  is  retained  with  the  addition  of  only  a  fraction  of 
the  subsequent  increment,  and  if  the  rate  of  expansion  is  even  as 
much  as  the  rate  before  the  war,  our  country  will  secure  for  itself 
undisputed  leadership  among  the  commercial  nations  of  the 
world. 


The  International  Trademark  Question 

By  Lawrcncb  Langncb 
New  York  City 

^IIE  war  which  has  come  to  a  dote  has  created  fuch  liigh  Uboc 
'^  costs  b  Europe,  tliat  now  more  than  ever  before,  industrial 
conditions  there  closely  approximate  those  exlHiiiiK  in  ilu*  United 
States.  As  a  result,  it  may  safely  be  said  that  the  work]  now 
enters  into  the  era  of  quantity  production.  However  much  ooe 
may  regret  the  fast-disappearing  craftsmanship  of  the  individual 
non-specialised  worker,  the  greater  satisfaction  which  came  to 
the  craftsman  from  tlie  love  of  \m  handiwork,  it  seems  plain  that 
from  now  on  tlie  craftsman  is  passing  out  of  existence,  and  the 
world-industr>'  of  the  future  must  develop  along  American  lines, 
that  is,  on  the  basis  of  the  production  of  standardized  articles 
upon  a  large  scale,  thus  allowing  the  economic  law  of  division  ol 
labor  to  come  into  play  and  to  result  in  the  cheapening  of  the 
product.  This  transition  from  an  industrial  world  based  oo 
craftsmanship  into  the  modern  highly-standiu-dized  factory 
system  has,  of  course,  though  accelerated  in  Europe  by  the  war, 
been  of  long  duration. 

Early  industrial  craftsmen,  as  well  as  the  artists,  were  in  the 
habit  of  marking  tlieir  handicraft  with  tlieir  names  or  with 
insignia  which  would  identify  their  product  and  serve  as  a 
to  denote  the  origin  of  tlie  articles  nmde  by  them.  Phictically 
all  the  ceramics  of  ancient  Home  and  tiie  silverware  of  the  Middle 
Ages  were  inscribed  witli  the  name  of  the  individual  craftsman 
whose  handiwork  it  represented.  This  practice  of  making  goods 
with  a  distinctive  trademark  has  come  down  to  us  through  the 
ages,  and  represents  tlie  realization  of  tlie  desire  on  the  part  ol 
the  honest  craftsman  in  all  stages  of  the  world's  history,  to  be 
known  by  his  good  handiwork,  crt*ating  what  is  termed  in  modem 
parlance  "goodwill**  on  the  part  of  his  public.  With  the  growth 
of  the  factor^'  system,  the  development  of  international  trade, 
and  in  particular  the  development  of  international  adv 
the  question  of  marking  goods  to  denote  their  origin  has 
one  of  far  grt^ater  importance  than  ever  before. 

iss 
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In  the  early  period  of  development  of  modern  industry,  the 
niimher  of  goods  sold  under  a  distinctive  trademark  wiis  relatively 
small,  and  the  market  itself  restricted.  Today  a  single  trade- 
mark very  often  serves  to  identify  millions  of  dollars*  worth  of 
goods  sold  in  every  part  of  the  earth  to  all  kinds  and  conditions  of 
people.  Thus  tlie  modern  international  trademark  must  not 
only  be  a  mark  which  is  suited  to  the  needs  of  the  markets  of  the 
country  in  which  the  goods  originate,  but  it  must,  in  order  to  be  a 
valuable  means  of  identification,  be  distinctive  in  all  kinds  of 
markets.  There  has  thus  grown  up  a  requirement  for  the  use,  in 
modem  industries,  of  a  special  kind  of  trademark,  which  may  be 
called  an  international  trademark.  Experience  has  shown  that 
very  few  of  our  leading  American  manufacturers  have  appreciated 
the  necessity  for  giving  attention  to  this  aspect  of  international 
trademarks,  since  they  ado^t  the  same  method  which  was  used 
by  the  early  Roman  and  the  mediaeval  craftsman.  They  us<' 
merely  their  names  to  identify  their  product,  failing  to  remember 
that  there  are  persons  with  the  same  names  in  most  of  the  Anglo- 
Saxon  parts  of  the  world,  and  that  these  names  themselves, 
printed  in  Roman  characters,  are  unintelligible  to  almost  half 
the  world. 

Selecting  an  International  Trademark 

In  the  selection  of  an  international  trademark,  there  must 
be  brought  to  bear  a  knowledge  of  the  psychology  not  merely 
of  a  nation  but  of  all  nations.  The  best  international  trademark 
is  that  which  has  the  most  universal  appeal  in  the  widest  sense 
of  the  word.  A  picture  is  usually  an  excellent  international 
mark  as  it  has  a  meaning  not  only  for  the  educated  public  but 
also  for  the  uneducated.  If  the  mark  is  a  picture  of  an  object 
which  is  known  equally  to  the  educated  and  to  the  illiterate,  it 
will  be  especially  suitable.  Perhaps  the  best  example  of  such  a 
mark  is  the  picture  of  an  animal  or  a  bird,  such  as  the  picture  of  a 
lion,  a  tiger  or  an  eagle.  Such  marks  are  of  universal  interest, 
and  cannot  fail  to  be  distinctive,  no  matter  what  the  country  may 
be  in  which  the  mark  is  used.  On  the  other  hand,  invented  words, 
words  in  the  English  language,  proper  names,  signatures,  etc., 
all  of  which  are  favorite  marks  with  American  manufacturers, 
cannot  be  recommended  as  international  trademarks.     Where  a 
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nuinufacturer  has  already  adopted  a  trademark  which  ii  im- 
suitrd  for  furrifni  trade  and  has  spent  a  great  deal  ol  uumof  in 
ad\  crtiiung  it  in  thijt  country  and  abroad,  it  b  of  oouree  practically 
an  impoeiible  matter,  and  abo  an  unbusineetlike  matter,  to 
change  the  trademark.  In  luch  a  caae,  the  repieeentation  ol 
some  animal  or  birtl,  wliirh  will  be  dietincttve  in  Uie  fdra%B 
market,  should  be  combiuoci  nitli  the  other  mark,  and  the  dual 
mark  ^ill  be  sufiiciently  diittiuctivt*  for  international  purpoiet. 

A  very  good  example  of  Huch  use,  is  the  Borden  ^'Eagle** 
trademark,  which  i.^  used  on  all  products  mode  by  Mesffs.  Borden 
&  Conipauy  tliroughout  the  world,  aud  is  probably  a  more  valua- 
ble trademark  in  the  Far  East  than  the  name  '* Borden,"  which 
means  nothing  to  the  illiterate. 

National  TRAOEMABxa 

Another  aspect  of  the  trademark  situation  which  has  not  been 
dealt  with  by  publicists  is  the  question  of  using  trademarks  in 
order  to  give  tlie  goods  the  appearance  of  a  national  origin 
different  from  the  real  origin.  Thus,  it  was  a  common  practice 
for  a  German  concern,  prior  to  the  war,  to  use  trademarks  which 
would  indicate  that  the  goods  made  by  it  were  of  British  or 
American  origin,  because  of  the  greater  national  reputation  of 
those  countries.  Great  Britain  attempted  to  stop  this  practice, 
so  far  as  the  British  markets  were  concerned,  by  means  of  its 
Merchandise  Marks  Act,  under  which  the  customs  authorities 
were  empowered  to  stop  any  shipment  into  Great  Britain  of 
German  goods  which  did  not  bear  upon  them  the  words  "Biade 
in  Germany."  Contrary  to  what  has  sometimes  been  thought 
to  be  the  case,  this  did  not  have  the  effect  of  making  the  mark 
**Made  in  Germany"  a  mark  of  quality.  On  the  contrary,  the 
words  "Made  in  Germany"  became  a  derogatory  mark,  since  the 
majority  of  German-made  goods  did  not  have  the  same  durabihty 
as  English-made  goods  of  the  same  grade,  and  as  a  result,  even 
the  better-made  German  articles  came  under  this  ban  of  popular 
disfavor  in  Great  Britain;  so  that  the  expression  **Made  in 
Crermany"  was,  even  before  the  war,  a  term  of  contempt  among 
the  more  reliable  traders. 

There  has  been  considerable  afntation  in  tliis  countr>*  for  the 
compulsory  use  of  a  national  United  States  trademark,  which  is 
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to  be  registered  in  the  trademark  offices  ail  over  the  world,  and 
is  to  be  used  by  our  manufacturers  to  indicate  that  tlieir  goods 
are  of  American  origin.  This  proposal  has  found  disfavor  on 
the  ground  tliat  the  poorer  grade  of  American  goods  marked  in 
this  way  may  create  a  bad  impression  for  American  goods  as  a 
whole,  so  tliat  more  would  be  lost  than  would  be  gained  as  a 
result  of  a  national  trademark.  Another  danger  arising  from  the 
use  of  the  mark  "Made  in  U.  S.  A."  as  a  general  proposition,  is 
the  possibility  of  manufacturers  in  other  countries  similarly 
marking  their  goods  "Made  in  U.  S.  A."  and  shipping  them  to 
the  various  foreign  markets,  such  as  the  South-American  coun- 
tries, where  they  would  be  passed  off  as  American  goods.  There 
would  be  very  little  possibihty  of  preventing  such  false  marking 
except  by  special  treaties.  It  is  not  the  usual  custom  for  our 
manufacturers  to  mark  their  goods  "Made  in  U.  S.  A.,"  and  it 
is  the  writer's  opinion  that  they  should  not  rely  upon  such  mark- 
ing, but  should  always  use  a  good  international  trademark,  pro- 
tected by  registration  in  the  various  foreign  countries. 

Improper  Registration  of  Trademarks 

There  has  been  considerable  activity  in  the  improp)er  registra- 
tion of  trademarks  by  importing  agencies  in  the  various  foreign 
countries,  these  agencies  registering  the  well-known  trademarks 
of  American  concerns,  and  using  the  ownership  of  the  mark  thus 
acquired,  as  a  means  of  holding  the  agency  of  these  concerns. 
This  abuse  has  been  generally  due  to  negligence  on  the  part  of 
the  American  manufacturer.  It  cannot  be  said  adequate  warning 
of  the  situation  has  not  been  given  in  the  past  few  years,  as  our 
Department  of  Commerce  and  agencies  throughout  the  country 
have  made  this  situation  abundantly  clear  to  tlie  American 
manufacturer  and  exporter. 

The  Trademark  as  an  Economic  Weapon 

Prior  to  the  war,  a  number  of  American  trademarks  were 
registered  through  America  by  concerns  who  were  often  suspected 
of  being  the  agents  of  German  concerns.  Only  recently,  the 
writer  came  across  the  registration  of  the  well-known  American 
trademark  "Bakelite"  in  the  Argentine  by  the  German  exporting 
house  of  Hecht,  Pfeiffer  &  Co.     This  unfair  registration  of  trade- 
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raarlui  can  veiy  readilj  beoone  an  feouomie  wmptm  if  it  k 
ciirried  out  systematically  and  advantage  is  taken  of  the  lack  of 
interest  which  has  so  often  been  shown  by  Amencan  eiportcrs. 

A  number  of  attempts  have  been  made  to  bring  abooi  the 
international  protection  of  trademarks,  but  these  attempts  oa*" 
not  be  regarded  as  entirely  successful.  This  is  due  to  the  fact 
tlmt  the  registration  of  a  trademark  u  a  domestic  affair,  and  Ihe 
protection  afforded  can  extend  only  within  the  U-rntor>'  uf  the 
country,and  subject  to  theeowfitaons  which  edst  in  that  terntory. 
For  instance*  the  country  granting  trademark  protection  cannot 
potiitibly  concern  itself  with  the  question  of  whether  that  trade- 
mark  protection  will  interfere  with  trademark  protectaoo  granted 
by  another  country  to  another  manufacturing  concern  doing 
buaiaess  in  that  other  country.  In  view  of  the  fact  tliat  only  a 
relatively  few  trademarks  are  in  use  intematidnally,  while  the 
majority  of  trademarks  are  used  in  domestic  commerce  and  are 
not  employed  in  international  trade,  it  is  practically  impossible 
for  any  country  to  have  a  trademark  system  which  is  adequate 
both  for  domestic  trademarks  and  for  international  trademarks. 
Thus,  in  the  United  States,  our  trademark  laws  are  perfectly 
a<ltM|uate  for  a  trademark  used  in  this  country,  but  cannot  give 
an  Euglijiii  concern,  which  has  built  up  a  great  business  under 
a  trademark  in  Europe,  an  opportunity  of  protecting  the  trade- 
mark here  when  the  goods  are  not  sold  in  this  country,  and  when 
an  American  manufacturer  has  been  using  the  mark  here  in  all 
good  faith. 

International  Rbgibtration 

As  a  result  of  this  condition,  conflicts  of  interest  are  inevitable. 
The  attempts  made  to  remove  tlicse  conditions  by  international 
registration  at  Borne,  Switaerland,  and  more  recently  by  the 
estahlisluneiit  of  Uie  Pan-American  Union  Trademarks  Office, 
only  setMii  to  emphasise  the  difficultii*s  which  are  enoountflved. 
Under  these  unions  tiie  registration  of  an  intrmational  mark  in 
the  international  office  covers  not  one  country,  but  a  number  of 
countries.  As  a  result,  any  person  who  wrongfully  rtguUn  a 
trademark  in  tlie  international  office  is  thereby  enaMfd  to  ac- 
complish more  simply  and  more  effectively  a  wrong  in  a  number 
of  countries  and  more  trouble  results  from  such  international 
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registration  systems  than  would  exist  without  them.  Thus,  only 
recently,  our  attention  has  been  drawn  to  the  registration  of  a 
number  of  American  trademarks  by  an  Austrian  in  the  Inter- 
national Trademarks  Office  of  Berne,  as  the  result  of  which  he 
has  secured  trademark  registration  in  a  considerable  number  of 
(countries  at  a  very  small  cost  to  himself.  In  other  words,  inter- 
national registration  in  a  single  office  puts  a  premium  upon  piracy. 

The  writer  is  of  opinion  that  the  international  trademark 
problem  can  be  met  only  by  an  honest  attempt  to  comply  with 
the  domestic  requirements  of  the  various  foreign  countries,  and 
that  where  a  conffict  of  interests  arise,  the  later  user  of  the  mark 
must  change  his  mark  for  that  particular  country  rather  than 
attempt  to  rely  upon  some  form  of  international  registration  to 
protect  him.  Unffication  of  the  trademark  laws  of  the  world 
would  not  ameliorate  the  conditions.  In  the  United  States  we 
already  have  a  unified  Federal  Trademark  law,  which  applies  to 
all  the  states  of  the  Union,  and  notwithstanding  this  fact,  it  often 
happens  that  a  trademark  which  has  been  used  in  the  eastern 
part  of  the  United  States  comes  into  conffict  with  a  trademark 
which  has  been  used  in  the  western  part  of  the  United  States, 
though  as  much  as  twenty  years  may  elapse  before  the  trade  ex- 
pands to  such  a  point  that  there  is  a  conflict  between  the  two 
traders. 

The  Supreme  Court  of  the  United  States  has  held  that  under  such 
circumstances,  each  party  owns  the  trademark  in  the  states  in 
which  he  used  it.  This  is  what  goes  on,  on  a  larger  scale,  in  the 
international  trademarks  field.  It  would  not  be  fair  to  p>ermit 
any  concern,  merely  by  registering  a  trademark  in  an  inter- 
national trademark  office,  to  cover  the  world  completely  by  this 
single  registration,  thereby  preventing  others  from  using  it  in  a 
field  in  which  they  are  not  using  it  themselves,  and  monopolizing 
some  device  which  is  capable  of  use  without  in  any  way  hurting 
their  business  rights. 

The  trend  in  industry  towards  industrial  combinations  utilizing 
a  single  trademark  may,  in  the  end,  result  in  a  more  uniform 
system  of  trademarks  throughout  the  world,  by  reducing  the 
nimiber  of  marks  used  internationally.  Combinations  for  export 
under  the  Webb-Pomerene  Law  result  in  the  distribution  and  sale 
of  goods  made  by  a  great  number  of  American  manufacturers 
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under  a  tingle  trmdemark  in  the  varioui  forrign  cmintriM.  Such 
trftdemarki  will  become  extrem^  well  known  inU-niAtionally, 
and  may  well  form  a  cUm  of  inU*rnaUonal  rnark^  which  could  be 
registered  in  an  intematiooal  office  for  all  daifet  of  goodi.  Mean- 
while*  the  American  esqiorier  who  it  developing  a  bnaineei  in 
foreign  markets  must  not  neglect  to  register  his  trademarks  in 
the  countries  in  which  he  is  doing 


No  Intiirnational  Court  for  Unfair  Imtrrnational  Traps 

The  amount  of  unfair  competition  which  goes  on  between 
individuals  in  a  nation  can  readily  be  ascertained  by  refewnee  to 
our  court  records.  Nothmg  is  so  common,  m  an  era  of  competi- 
tion,  as  for  one  trader  to  attempt  to  take  advantage  of  another, 
and  nothing  is  more  attractive  than  to  attempt  to  steal  the  good- 
will built  up  by  a  successful  manufacturer.  Human  nature  does 
not  cliangc  beyond  the  boundaries  of  a  nation.  In  intematiooal 
competition,  the  same  conditions  prevail  exactly,  with  the  dis- 
advantage against  the  honest  trader  in  that  there  are  no  inter- 
national courts  before  which  he  can  appear  for  justice  in  inter- 
national trade.  Under  tlie  circumstances,  it  behooves  our  govern- 
ment, if  it  is  to  secure  fair  conditions  for  American  traders  abroad, 
to  busy  itself  with  treaty  arrangements  with  countries  where  it  b 
often  impossible  for  an  American  trader  to  register  his  trademark 
as  tor  instance,  Cuba,  where  an  Americai)  trademark  cannot  be 
registered  unless  it  has  already  been  registered  in  the  United 
SUies  Patent  Office.  The  International  Patent  Law  .\ssocia- 
tion,  an  organization  made  up  of  the  leading  international  patent 
practitioners  in  this  country,  has  recently  been  formed  with  a 
view  to  remedying  international  conditions  in  trademarks,  as 
well  as  in  patents,  and  it  is  one  of  the  objects  of  this  Association  to 
conduct  an  active  propaganda,  directed  to  the  denrabOitgr  ol 
arrangements  which  will  remove  those  disabilities  which  prevent 
the  registration  of  trademariu  internationally;  for  instance,  the 
fact  that  registration  in  one  country  is  oft(*n  de|K*ndent  upon 
registration  in  another,  and  the  conditions  which  pre\'ent  the  real 
owner  of  the  mark  from  recovering  it  from  a  person  who  has 
pirated  it. 

We  are  told  that  wars  are  brou^t  about  as  a  result  of  the  de- 
sire of  one  nation  to  gain  an  economic  advantage  over 
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Uie  ill-feeling  which  so  often  accompanies  com|>etition,  is  much 
aggravated  by  unfair  trade  tactics.  The  Japanese  have  been 
particularly  active  in  simulating  American  trademarks  in  the  Far 
East  trade,  and  such  activities  are  not  conducive  to  good  feeling 
between  the  nations.  The  piracy  of  international  trademarks 
might  well  result  in  a  breach  in  commercial  confidence  between  a 
nation  habitually  attempting  to  copy  American  trademarks,  and 
this  country,  so  that  those  who  are  interested  in  international 
cooperation,  and  good -feeling  between  the  nations,  would  do  well 
not  to  overlook  the  importance  of  the  subject  of  International 
Trademarks. 


What  America's  New  Merchant  Marine  Means 

to  the  World 

By  Edwabd  N.  Huuley 
ChairouMi.  United  SUtot  SUppliif  Bomtd 

^liK  world  waji  never  before  in  such  despemir  nred  ol  raw 
'^      iiiaieriaLi  supplied  through  oveneai  toanage  m  it  in  today. 

The  need  of  the  hour  in  Ships. 

After  foiu*  years  of  uncrampled  privation  brought  on  and 
fostered  by  tiie  ruthless  destruction  of  merchant  ships  on  the 
side,  and  a  blockade  of  the  seas  that  gave  way  only  for 
freighted  with  uiunitions  of  war,  food  and  other  supplies  to  up- 
hold Uie  strength  of  the  Allied  nations  on  the  other  side,  the 
|x*riod  of  readjustment  and  rehabilitation  is  at  hand. 

This  period  of  intensive  deniaud  is  not  a  passing  flurry  to  call 
for  momentary  attention  and  then  pass  on  among  the  forgotten 
troubles  of  a  day.  The  workers  of  the  world  must  buckle  down 
to  long  years  of  hard  labor  to  replenish  supplies*  tCLrepair  damage 
done  and  set  the  old  globe  up  in  business  again  as  a  going  ooooem. 
And  this  will  require  Ships — More  Ships. 

The  great  demand  is  for  raw  materials,  chiefly  foodstuffs.  The 
cry  for  food  is  insistent.  In  this  crisia  the  United  States  takes 
high  place.  The  creation  of  her  new  merchant  marine,  bom  of 
tlie  breath  of  war,  now  finds  an  exalted  usage  in  the  succor  of 
star\dng  and  desolate  peoples,  most  of  them  innocent  victims  of 
the  ravages  ol  war. 

Because  we  had  no  delivery  system  of  oiu*  own  upon  the  seas 
our  seaports  began  to  choke  with  our  own  products  before  thi* 
war  was  a  month  old.  The  sudden  ckMe  of  the  war  brought 
the  same  congestion,  withdrawal  and  reaUoeatioo  to  old  trade 
routes  of  ships  tliat  liad  been  ferrying  our  goods  across  the  Atlantic 
But  the  force  of  this  blow,  which  might  have  proved  a  staggering 
one  under  old  conditions,  has  been  almost  entirely  taken  up  by 
the  shock  absorber  of  our  new-bnOt  merch.'uit  niannc  The 
situation  has  been  saved  by  Ships. 

This  is  what  happened  when  war  was  declared  mcrom  the  sea: 

m 
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An  accumulation  of  freight  brought  on  congestion  at  our  seaports. 
There  were  no  ships  to  carry  our  exports.  The  demands  and 
exigencies  of  war  called  them  from  our  shores.  We  were  the 
meet  powerful  of  all  the  neutral  nations.  But  we  had  practically 
no  overseas  shipping  of  our  own  and  our  commerce  had  to  depend 
almost  entirely  on  ships  of  alien  flags — a  dependence  that  failed 
us  at  the  first  note  of  war. 

It  was  but  natural  that  those  in  control  of  ships  under  foreign 
register  should  place  their  own  war  necessities  above  the  demands 
of  our  trade.  We  could  only  stand  helpless  and  watch  the 
products  of  our  farms  and  our  stockyards  pile  up  on  piers  and  in 
warehouses  while  prices  fell  at  an  appalling  rate.  The  cause  of 
all  this  was  the  lack  of  Ships. 

With  the  signing  of  the  armistice  and  the  cessation  of  hostilities 
our  seaboard  terminals  once  more  began  to  choke  with  the  prod- 
ucts of  the  farm  and  stockyard,  mine,  mill  and  factory.  It  was 
the  same  story  over  again.  The  Allies,  no  longer  dependent 
upon  American  armies  and  American  war  materials  for  their 
national  safety,  suddenly  withdrew  many  of  their  best  ships  from 
the  American  trade.  American  business,  therefore,  was  immedi- 
ately thrown  upon  its  own  resources.  It  looked  like  a  hard  winter. 
But  we  missed  the  jolt  and  are  coming  safely  through  the  period 
of  readjustment.  The  pull  that  brought  us  out  of  that  hole  was 
furnished  by  Our  Own  Ships. 

Anyone  could  safely  predict  that  the  war  would  come  to  a 
sudden  end.  But  no  one  could  say  when  that  end  would  be. 
When  it  did  come  it  found  the  grain  and  meat  storage  terminals 
of  the  seaboards  and  Great  Lakes  filled  to  overflowing  with  an 
unprecedented  accumulation  of  American  foodstuffs.  According 
to  the  records  of  the  Department  of  Agriculture  there  were  in 
storage  on  November  1,  S50,000,000  bushels  of  grain,  250,000,000 
pounds  of  dairy  products,  and  nearly  1,000,000,000  pounds  of 
meats.  Had  the  American  merchant  marine  not  been  on  hand 
to  move  these  products  the  consequent  crash  in  prices  would 
have  been  a  terrible  blow  not  only  to  the  American  producer  but 
to  the  raw  materials  market  of  the  world. 

The  ships  of  oiur  new  merchant  marine  have  been  moving  our 
surplus  wheat  crop,  estimated  at  450,000,000  bushels,  at  the  rate 
of  36,000,000  bushels  a  month.     This  is  ati  export  movement 
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50  |>er  cent  greater  thaii  the  average  for  the  deren  months 
vncling  November,  1918,  and  for  the  entire  jrear  of  1917. 

On  the  fimt  of  February  the  requirenientt  of  the  newly  organ- 
ised £urop(*an  food  relief  fUTvicc«  as  annottaoed  to  tiir  Shipping 
Board  through  the  Pood  Ailiiiiuistratjon,  eaOed  for  the  immediate 
export,  chiefly  to  European  neutrals,  of  half  a  million  tons  of 
American  flour,  pork  prtMhicts  and  milk,  and  of  a  quarter  million 
ions  of  various  foodstuffs  for  Belgium.  The  December  snd 
January  programs  for  IWlgiuui  relief  totaled  another  half  million 
tons  of  foodstuflfs.  It  was  expected  that  foreign  shipping  would 
be  available  to  carry  a  eonsidrrable  share  of  this  tremendous 
quantity  of  American  foodstuffs,  but  so  many  of  the  foreign  ships 
returned  to  their  ante-bellum  trade  routes  immediately  after 
the  armistice  was  signed,  that  the  bulk  of  the  ta^ik  fell  to  our  new 
merchant  marine. 

Of  a  total  of  1,200,000  tons  of  foodstuffs  for  relief  purpoaes 
exported  up  to  March  1,  more  than  80  per  cent  was  carried 
in  American  vessels,  and  with  few  exceptions,  in  cargo  carriers 
built  in  American  shipyards  during  the  past  year.  All  told  the 
new  merchant  marine  provided  for  the  export  of  more  than 
1,500,000  tons  of  the  surplus  farm  products  of  the  country  in  the 
four  months  following  the  signing  of  the  armistice  with  the  re- 
quirements of  the  urmy  accounting  for  between  2,500,000  and 
3,500,000  deadweight  tons  of  our  merchant  fleet. 

These  record-breaking  accomplishmenU  liave  been  due  to  the 
energies  of  American  shipbuilders  who  in  little  more  than  a  year 
and  a  half  built  more  tlian  double  the  number  of  launching  waji 
than  are  now  owned  by  all  other  nations  combined,  and  are 
building  more  shipping  than  is  being  constructed  by  all  the  rest 
of  the  world  put  togetlier. 

There  is  no  reason  to  believe  that  we  are  building  too  many 
ships.  Hicre  are  many  good  reasons  to  prove  that  we  are  not. 
The  need  for  ships  was  never  so  great  as  it  is  at  present  and  this 
demand  will  continue  for  many  years— will  last  until  the  world 
catdies  up  with  the  tonnage  it  requires  for  the  purpose  of  its 
normal  commerce. 

The  shortage  in  world  tonnage  due  to  the  war  can  be  placed 
by  conaervative  estimate  at  16,Si6»000  groa  tons.  This  fignre 
represents  ei^t  times  the  total  of  seagoing  ships  built  in  the 
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United  States  in  the  last  year.  The  record  of  8Ui>crpro(luction 
of  ship  tonnage  is  unprecedented  in  shipping  annals.  And  the 
iu>rmal  tonnage  of  tlie  world  which  the  upbuilding  of  our  merchant 
marine  will  help  to  restore  was  adapted  to  the  simple  commercial 
needs  of  civilization  and  not  to  the  additional  task  of  restoration 
and  rehabilitation  of  the  destructive  forces  of  war — the  added 
problem  of  today. 

The  whole  world  is  short  of  raw  materials.  Factories  the 
world  over  are  being  restored  to  the  production  of  articles  adapted, 
not  to  the  needs  of  war,  but  of  peace.  Discharged  soldiers  will 
be  employed  and  women  brought  into  industry  will  remain.  The 
output  of  manufactured  commodities  will  be  great.  The  world 
will  experience  the  largest  movement  of  raw  materials  that  it 
has  ever  known  and  a  consequent  movement  of  manufactured 
goods.     The  need  of  tonnage  for  overseas  shipping  is  evident. 

Our  merchant  marine  is  stronger  today  than  ever  before.  It 
is  growing  faster  than  it  ever  grew  before.  The  faster  we  build 
ships  the  greater  will  be  our  independence.  We  lead  all  other 
nations  in  agriculture.  We  are  the  world's  greatest  producer  of 
raw  mateiials.  There  is  one  way  that  we  can  best  serve  ourselves 
and  humanity  through  the  distribution  of  our  plenty.  It  can  be 
expressed  in  one  word:     Ships. 


American  Tariff  Policies  From  an  International 

Point  of  View 

By  William  Smith  Culbkuthuk 
Mamber.  United  StoUa  Tariff 


nnilK  League  of  Natiom  ahould  have  do  juriadktioo  over  tlie 
^  higfaneat  or  lowneat  of  the  tariff  which  thia  or  aoj  oUmt  foQjr 
sovereign  nation  ^-ishea  to  enact.  The  amount  of  the  tariff,  it  li 
true,  haa  been  and  may  ooniinue  to  be  a  tubject  for  negotiationa 
betwectt  govemmenta.  Many  conuncrcial  treatiea  bare  dealt  with 
Uiriff  rates  and  prohibitive  duties  have  been  the  subject  of  prolcsla 
and  even  trade  wimt.  Nevertheless,  the  minimum  rates  whkh 
each  nation  collects  at  its  border  should  be  determined  by  ita  need 
for  revenue,  or  food  and  raw  matcriab,  or  by  the  stage  of  its 
industrial  development.  In  the  last  analysis  the  detemiination 
of  these  rates  is  a  domestic  question.  It  is  outside  the  jurisdiction 
of  the  League  of  Nations  and  ahould  be  reserved  to  each  individ- 
ual nation. 

Dl8C3IIMnfATIONB 

On  tlie  otlier  hand,  tariff  discriminations,  nxiprmity  arrange- 
ments and  preferenet*s  should  be  specifically  placed  under  the 
jurisdiction  of  the  league.  A  fundamental  principle  of  association 
among  nations  having  the  common  interest  of  fostering  good  will 
in  international  affairs  shoidd  be  equality  of  treatment.  Tariff 
treaties  or  systems  which  favor  one  nation  against  another 
ine>ntably  lead  to  irritation  and  suspicion.  Colonial  monopo- 
lies maintained  by  pn»ferences  granted  to  the  mother  country* 
encourage  in  tlie  excluded  nations  the  ambition  to  break  down  the 
barriers  or  it  impels  them  to  seek  by  diplomacy  and  armaments  to 
obtain  for  themselves  exclusive  colonial  spheres.  The  use  by  a 
nation  of  its  economic  power  to  obtain  special  tariff  concessSona  or 
a  system  of  preferential  tariffs  between  colonies  and  the  nolher 
country  is  inconsistent  with  harmonious  world  relationships. 
Excluded  nations  are  less  injured  and  favored  nationa  are  less 
U^nefittHl  Uian  is  commonly  supposed;  nevertheless,  the  very  u 
of  discrimination  has  awakened  feazs  and  suggested  retaliatioa, 

la 
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Equality  of  Treatment 

Equality  of  treatment  was  encouraged  among  nations  before  tlie 
war  by  the  limited  application  of  two  principles — unconditional 
moet-favored-nation  treatment  among  nations  and  the  open  door 
in  dependent  colonies,  protectorates  and  spheres  of  influence. 
The  former  was  the  comer-stone  of  the  system  of  commercial 
treaties  among  European  nations  and  the  guarantee  that  no 
nation,  entitled  to  the  position  of  "a  most-favored -nation,**  would 
be  placed  at  a  disadvantage  against  another.  The  latter  principle 
— tlie  oi>en  door — was  adopted  by  several  nations  in  their  colonies 
and  was  established  for  large  areas  of  the  world  by  treaty  or  by 
international  agreement.  In  many  instances,  however,  the  force 
of  these  principles  w^as  broken  by  exceptions  and  qualifications 
which  left  untouched  tlie  most  flagrant  cases  of  discrimination  and 
inequality  of  treatment — such  cases  as  the  preferential  tariffs 
of  the  self-governing  British  dominions  and  the  French  colonial 
empire. 

The  traditional  policy  of  the  United  States,  which  led  us  to  avoid 
entangling  alliances  with  European  states,  has  had  its  effect  on  our 
commercial  policy.  From  the  beginning  of  our  national  existence 
we  have  insisted  upon  a  form  and  interpretation  of  the  most- 
favored-nation  clause  in  commercial  treaties  different  from  those 
accepted  by  European  nations  in  1914.  We  have  sought  special 
favors  from  foreign  countries  by  tariff  bargaining  and  we  have 
established  preferences  in  our  favor  in  the  Philippines.  We  have 
pursued  these  policies  with  little  or  no  reference  to  their  bearing 
on  world  affairs  and  in  almost  all  cases  without  any  intent  of  injur- 
ing excluded  nations  or  any  appreciation  of  tlie  possible  complica- 
tions which  might  arise.  Now,  however,  we  are  entering  actively 
into  world  politics.  More,  we  are  championing  the  ideal  of  equal- 
ity of  treatment.  It  is  very  essential,  therefore,  for  us  to  appre- 
ciate what  this  principle  implies  in  our  own  practices  and  policies. 

Most-Favored-Nation  Clause 

As  has  been  stated,  our  position  on  the  most-favored-nation 
clause  has  differed  from  that  of  European  governments.  We 
have  contended  that  concessions  should  be  made  only  to  those 
who  would  reciprocate;  that  when  a  concession  was  made  "freely" 
without  a  return  to  one  nation,  it  would  be  extended  to  all  others 
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entitled  to  most-favored-iuitioii  trvmtment,  but  when  the 
sion  was  made  upon  a  condition,  it  would  lie  extended  to  other 
nations  only  when  tiiey  granted  equivalent  rnnrcggjoni  Our 
object  was  t*qnality  of  treatment,  sought  by  ofTerinf  equmllty  of 
opportunity  to  bargain  for  the  advantages  which  we  had  to  offer. 
The  TnrifT  Comniiition  Report  on  Redprodty  and  G>mroer- 
cini  Treaties  says. 

The  willingDCH  to  treat  with  aU  aatioiit  equAtly  «iid  to 
lioDi  to  all  in  return  for  oompeaMlory  noncwirioni  by  eadi 
forward.    It  was  no  part,  howtwr.  ollha  AflMrieaa  poHey  lo  glf«  to  sc 
**  freely "  toch  nnnwioiii  as  ww>  gi?i  to  qth—  fai  nnwiiiwitina  oT  i 
mnamdmm,    Ths  sarUsii  AoMrioaa  slatMBso  adopled  tht ''iFmU 
ptiDc^ile.  aad  the  Amerioaa  fortraoMot  has  acted  ever  siaee  k 
with  the  oonccption  that  ooDUDcrctal  coacwtoni  are  to  he  givcD  for 
compenaation.  and  that  moii-favored-natioo  treataMO' 
Dothiaf  more  than  the  granthif  of  opportunity  to  pnrrhaw.  oa  the  I 
roeal  gire  and  take,  treatment  identkaJ  with,  or  iimilar  to,  that  aoeorded  Mm 
SUtea. 

Historically  there  is  much  to  l>e  said  for  the  American  podtion. 
It  had  at  first  a  liberalizing  influence  on  commercial  rdations  and 
was  a  natural  accompaniment  of  our  independent  position  in 
international  affairs.  It  became,  however,  the  support  of  apecial 
bargaining  and  reciprocity  treaties  with  their  undesirable  results. 
After  the  middle  of  the  nineteenth  centur>'  Eiut>pean  states  began 
experimenting  with  tariff  systems  and  were  led  to  adopt  as  a 
basis  of  their  bargaining  the  unconditional  form  and  interpreta- 
tion of  the  most-favored-nation  clause  in  their  treaties.  They 
began  with  the  assumption  that  the  most  that  any  nation  should 
or  could  in  the  long  nm  exiKx^t  in  commercial  relations  is  equality 
of  treatment.  Constant  bargaining  was  recognised  as  tuidesir- 
able.  The  advantage  of  the  imconditional  clause  was  that  it 
automatically  and  immediately  generalised  concessions  made  by 
one  state  to  another,  thus  maintaining  equality*  of  treatment 
and  making  new  bargains  unnecessary  every  time  two  nations 
adjusted  their  tariff  relations.  It  guaranteed  that  no  country 
would  be  placed  on  a  less  favorable  basis  than  another.  It  is  an 
effective  means  of  generali/ing  concessions  and  automatically 
prevents  discriminations. 

Diiring  the  war  a  d-  *«>n  began  to  ap|>ear  among  European 

nations  to  abandon  ti.<;;  i^rc-war  position  on  this  dauae  and  to 
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adopt  the  American.  Many  public  men  despaired  of  making 
the  clause  eflfective  because  of  the  ways  in  wliidi  it  had  been 
nullified  by  discriniinations  conceaU^d  in  tariflF  c-la«sifications,  by 
customs  regulations,  and  in  other  ways.  The  war  itself  which 
produced  such  programs  as  "Mittel  Europa**  and  tlie  resolutions 
of  the  Paris  Economic  Conference  turned  men*s  minds  toward 
devices  for  discriminations  and  trade  wars.  The  leading  Euro- 
pean nations  have  denounced  their  conmiercial  treaties  and  are 
now  considering  their  future  policies. 

However  much  the  unconditional  form  and  interpretation  of 
the  most-favored-nation  clause  has  been  evaded  in  the  past,  it  is 
more  desirable  than  the  conditional  form  and  interpretation,  and 
its  adoption  by  the  nations  as  one  of  the  clauses  in  the  final  treaty 
of  peace  is  essential  as  a  step  to  make  eflfective  the  principle  of 
equality  of  treatment.  We  in  America  must  face  this  fact  and 
answer  whether  or  not  we  are  willing  to  abandon  our  traditional 
policy.  The  evasion  by  concealed  discriminations  of  the  principle 
of  equality  is  no  excuse  for  a  policy  of  open  discrimination  but 
rather  conclusive  proof  of  the  need  of  a  league  of  nations  to  make 
eflTective  in  spirit  as  well  as  in  letter  the  principle  embodied  in 
the  unconditional  most-favored-nation  clause.  As  long  as  we  or 
any  other  people  insist  up)on  the  conditional  form  of  the  most- 
favored-nation  clause,  we  retain  a  ground  for  friction  between 
nations  and  the  world  is  deprived  of  one  of  tlie  most  eflfective 
means  known  to  modem  international  commerce  for  establishing 
equality  of  treatment  and  international  fair  dealing. 

Brazilian  Preferences 

The  test  of  a  nation's  devotion  to  the  principle  of  equality  of 
treatment  comes  when  particular  cases  are  taken  up  for  consid- 
eration. Little  progress  will  be  made  if  each  nation  seeks  to 
preserve  every  vestige  of  its  traditional  rights  and  declines  to  give 
up  something  in  the  interests  of  international  harmony  and  good 
will.  Experience  demonstrated  to  the  nations  of  Europe  that 
preferential  arrangements  among  themselves  were  undesirable. 
May  it  not  be  desirable  now  to  extend  the  principle  of  equality? 
Can  the  self-governing  dominions  of  the  British  Empire  seek 
admission  as  equal  units  into  the  League  of  Nations  and  at  the 
same  time  continue  to  maintain  their  preferential  tariflfs?     Can 
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w<   ill  a  advoimie  equal  treaimciit  and  rtintinur  to  aooqii 

prtf«  I  treatment  in  the  BraaOkn  market? 

Under  the*  reciprocity  Metiooi  of  the  tariff  actj  of  18fN>  and  1807 
the  Tnited  States  experinNtited  with  special  ifdpi<icHjr  barfrin- 
ing  and  treaties.  A  number  of  afieements  were  entered  into, 
which  obtained  for  the  Tnited  States  speeial  and  in  some  cases 
exclusive  oonoessioiis.  The  last  of  these  agreements  was  termi- 
nated by  the  tariff  aet  ol  1900  and  a  fundamoitally  different  prin- 
ciple of  lurifT  bargaining  was  adopted. >  Our  arrangement  with 
Brazil — not  a  formal  treaty  at  all —  is  the  only  surviving  remnant 
of  this  reciprocity  period.  Under  section  8  of  the  tariff  act  of 
1807  the  President  was  authorised  to  impose  a  penalty  duty  of 
three  cents  a  pound  on  coffee  from  countries  which  treated  Ameri- 
can  producUi  unequally  and  unreasonably.  Brasil  was  partico- 
larly  dependent  on  this  country  as  a  market  for  its  coffee.  No 
agreement  was  negotiated  but  in  1004  our  government  suggested 
to  Brasil  that  unless  prefcnDees  were  granted  certain  Ameriean 
products,  particularly  wheat  flour,  in  Brazilian  markets,  the 
penalty  duty  would  be  imposed.  The  British  flour  miUen  in 
Brazil  and  tlie  Argentine  wheat  interestB  were  opposed  to  prefer- 
ence and  their  influence  developed  opposition  in  the  Brasilian 
Congress.  In  spite  of  the  opposition,  however,  preferences  were 
granted  to  certain  American  products,  including  wheat  flour  and. 
with  Uie  exception  of  1905,  have  been  renewed  eadi  year  with 
some  change  in  the  articles  affected.  Some  growth  in  the  trade 
of  the  favored  articles  has  resulted  from  preference  and  there 
was  a  general  growth  of  American  trade  to  Braifl  as  a  resolt  of 
the  new  interest  stimulated  in  that  nutfket. 


Colonial 

A  second  general  principle  contributing  to  make  effectiipe 
ity  of  treatment  which  should  bt>come  an  integral  part  of  the  final 
treaty  of  peace  is  the  **open  door"  independent  cototiifa, 
torates,  and  spheres  of  influence.  The  praetioe  among 
with  refo-ence  to  the  open  door  in  their  dependent 
been  varied.  Great  BriUin,  Germany,  and  The  Netherkacb  ior 
different  reasons  maintain  the  open  door  in  the  import  tariCi  of 
their  dependent  cokmica.    Spain,  Portugal,  Italy  and  particolarty 

•Sectioot. 
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France  have  established  preferences  in  favor  of  their  own  goods  in 
their  colonial  possessions  and  granted  colonial  goods  preferences  in 
their  markets.  The  United  States  also  excludes  other  nations 
from  an  equal  participation  in  the  trade  of  the  Philippine  Islands. 
No  nation  alone  should  be  asked  to  abandon  its  preferences  but 
with  the  growing  recognition  of  the  fact  that  dependent  colonies 
are  a  trust  which  more  advanced  nations  are  called  upon  to  admin- 
ister sliould  come  the  univ<'rs.il  adoption  of  the  open  door. 

Our  Pniuri'iNE  Tariff  Poucy 

Our  tariff  pohcy  in  the  Philippines  was  affected  by  the  Ucaty  of 
peace  signed  at  Paris  in  1898  in  which  we  agreed  to  grant  to  Spain 
equality  of  treatment  in  Philippine  ports  for  a  term  of  ten  years. 
In  the  course  of  the  discussions  at  the  conference,  the  Spanish 
commissioners  raised  the  question  whether  it  was  the  purpose  of 
the  United  States  to  grant  equality  of  treatment  in  the  Philip- 
pines to  all  nations  or  merely  to  Spain.  The  American  com- 
missioners replied : 

The  declaration  that  the  policy  of  the  United  States  in  the  Philippines  will  be 
that  of  the  open  door  to  the  world's  commerce  necessarily  implies  that  the  offer 
to  place  Spanish  vessels  and  merchandise  on  the  same  footing  as  American  is  not 
intended  to  be  exclusive.  But,  the  offer  to  give  Spain  that  privilege  for  a  term  of 
years,  is  intended  to  secure  it  to  her  for  a  certain  period  by  special  treaty  stipu- 
lation whatever  might  be  at  any  time  the  general  policy  of  the  United  States. 

This  statement  was  a  mere  prediction  of  our  future  policy  and 
not  a  promise.  It  is  not  likely  that  this  statement  indicated  an 
intention  to  maintain  the  open  door  in  the  Philippines.  The 
discussion  on  this  point  did  not  attract  wide  interest.  An  open- 
door  policy,  however,  was  maintained  for  a  time.  For  three  years 
after  the  United  States  took  possession  of  Manila,  the  old  Spanish 
tariff  slightly  modified  and  shorn  of  the  Spanish  preferences  was 
retained  and  applied  impartially  to  the  imports  of  all  countries 
including  America.  In  the  ports  of  the  United  States,  Philippine 
goods,  on  the  other  hand,  were  charged  the  full  rates  in  the  Dingley 
Tariff  Act. 

This  state  of  equality,  however,  was  not  satisfactory  to  Ameri- 
can business  men.  Trade  showed  little  tendency  to  follow  the  flag 
and  complaints  arose.  It  was  recognized  that  because  of  our 
treaty  obligations  American  goods  could  not  be  given  a  preferen- 
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tial  rate  in  the  Philipfmici  over  S|Miiiab  foods  until  idler  the 
expiration  of  Uie  ten-year  period.  But  there  waa  a  demand  lor  a 
revision  of  the  Philippine  tariff  in  order  to  give  a  preferenoe  to  thif 
countr>'  ill  tlie  rlaAhification  of  fooda.  Such  a  reviiioo  waa  made  in 
1001  by  Die  Thiiippine  CommsMiion  and  enacted  by  the  CongrnM 
of  the  I^nit€*<i  Statt-s  in  1002.  Before  enactment  this  bill  wa* 
submitted  to  tlie  American  exporting  intereata  for  their  critidim 
iind  suggcatiana.  Various  schemes  for  oooccaled  preferesoea  were 
advocated  and  aubaequently  adopted.  One  diacriminaloffy  pro- 
vision, for  example,  had  to  do  with  the  weighting  of  ootton  gooda. 
Foreign  competitors  weighted  their  gooda  while  Americans  did 
not.  The  goods  were,  therefore,  assessed  for  duty  by  weight 
without  allowance  for  the  weighting  of  materials.  A  further  pref- 
erence was  given  to  fabrics  of  widthii  |K<culiar  to  American  looms. 
The  tariff  was  revised  again  in  1005.  In  brinfdng  in  tiie  bill  the 
conuiiittee  said :  *'The  general  purpose  of  tim  bill,  aji  of  the  fonner 
act,  is  to  give  the  United  States  such  benefits  aa  there  are  arising 
from  the  classification  of  goods.  **  Faulty  information  conoemtng 
the  classification  of  cx>tton  goods,  was  relied  upon  however,  in 
drafting  this  bill  and  tlie  intended  preference  did  nut  result.  The 
error  was  corrected  the  next  year.  Concerning  the  effectivcoeas 
of  the  new  revision,  the  report  of  the  Philippine  ConuniKsion  for 
1007  says: 

The  total  values  of  sueh  cottoni  imported  ini  tmmn\  $1,077,730.  at  ham 
l6,eift3M  for  1906  to  $8,320,070  for  the  ytmr  jitft  eoded,  or  i5  par  cmL 
The  incresM  io  the  value  of  cottoo  goods  imported  from  the  United  State*  wae 
even  more  marked,  rising  from  $278,700  for  1900  to  $1,050,528  for  the  yrmr  juel 
ended,  an  actual  increase  of  $777.58$  in  value  or  nearly  400  |yr  cart. 
This  result  is  directly  traceable  to  the  ameodneBt  of  the  Act  of  1900  caaded  by 
CoogiMs  on  Febmary  tO.  1900.  This  act  liigMitlali 
from  the  so-oalied  double  width  goods,  and  thai  provides  a 
rate  of  duty  upon  goods  produced  in  the  narrow  (American) 

No  one  in  tliis  country  oppoaed  these  discriminator^'  p 
There  was  I4>parently  no  oonacioiisDeaB  of  unfairness  in  th<*  adop- 
tion of  them.  They  were  openly  advocated  by  the  Hcpubhoan 
Party,  which  was  in  the  majority,  and  ciiliciaed  by  the 
on  the  ground  that  the  diacriminations  were  not 
effective* 

In  1909,  when  the  ten-year  guarantee  to  Spain  of  the  open  door 
expired,  a  tariff  of  about  20  per  cent  was  placed  on  all  foods  cnler* 
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ing  Philippine  ports  from  foreign  countries  and  a  preference  was 
granted  to  American  goods  by  admitting  them  free  of  duty.  This 
act  remains  in  force  today.  Whatever  may  have  been  the  inten- 
tion at  the  time  of  the  Treaty  of  Paris  the  open-door  policy  as 
to  imports  into  the  Philippines  was  formally  abandoned  at  the 
earliest  date  on  which  it  was  legally  possible. 

In  the  meantime  the  policy  with  respect  to  imports  from  the 
Philippines  into  the  United  States  underwent  a  similar  transition. 
The  decision  of  the  United  States  Supreme  Court  in  the  Insular 
Cases  late  in  1901  made  impossible  the  imjwsition  of  tariff  duties 
upon  goods  entering  American  ports  from  the  Philippines,  unless 
such  duties  were  specifically  provided  for  by  an  act  of  Congress. 
The  issue  of  the  desirability  of  such  duties  was  thus  raised.  Some 
felt  that  trade  from  the  Islands  to  the  United  States  should  be  free 
as  a  matter  of  justice  to  the  Filipinos.  It  was  argued  that  having 
taken  the  Spanish  market  from  them  we  should  give  them  pref- 
erential access  to  our  own.  Others  advocated  preference  in  order 
to  take  the  trade  of  the  Philippines  from  foreigners.  On  the  other 
hand,  sugar,  rice,  and  tobacco  interests  in  the  United  States  feared 
comi>etition  from  the  Philippines  and  insisted  that  even  though  a 
debt  might  be  owed  to  the  Filipinos,  it  should  not  be  paid  at  the 
expense  of  their  particular  industries.  A  compromise  was  arrived 
at  by  which  Philippine  goods,  with  the  exception  of  certain  specific 
articles,  were  admitted  free  to  American  markets  and  on  those 
specified  articles,  among  which  were  sugar  and  tobacco,  a  reduc- 
tion of  25  per  cent  from  the  Dingley  rates  was  granted.  All 
moneys  collected  from  imports  from  the  Philippines  were  turned 
back  £8  the  Philippine  treasury. 

In  1909  free  entry  was  granted  to  all  Philippine  goods  except 
rice  with  the  provision  that  in  the  case  of  sugar  and  tobacco  the 
privilege  of  free  im]X)rtation  should  be  limited  to  a  specified 
amoimt  annually.  The  limitations  were  removed  in  1913  and 
since  then  the  products  of  the  Philip] )ine  Islands  which  do  not 
contain  more  than  20  per  cent  of  foreign  material  are,  when  ship- 
ment is  made  direct,  admitted  free  into  the  United  States.  They 
are  exempted  from  the  internal  revenue  tax  of  the  Philippines 
but  pay  the  equivalent  of  the  internal  revenue  tax  collected  on 
similar  articles  in  the  United  States. 

Export  taxes  were  a  peculiar  feature  of  the  Philippine  fiscal 
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•ytiem  and  tbey  wcm  utiliMd  m  a  means  of  diMainiination. 
They  were  confined  to  a  few  of  the  princiiial  Pliilippiiu*  exporta. 
It  was  provided  in  1902  tliat  the  aaxNini  ot  that  taaea  ahoiild  be 
deducttni  from  the  dutiei  paid  by  the  FhOippuie  goodi  in  AoMricaa 
ports*  and  in  the  eaae  of  goods  admitted  free  to  American  ports 
the  esport  taxes  were  refunded  if  tbe  goods  were  deKvered  cod 
consoBied  in  the  United  States.  This  provision  made  thk  eoioi- 
try  the  princif^al  market  for  Manila  hemp  and  benefited  diieoKy 
certain  large  American  consumers  of  thin  product.  All  export 
taxes  were  repealed  in  1918  and  the  Guvemment  Act  of  1916 
makes  them  imeoostitutional. 

In  developing  their  doscd-door  policy*  in  the  Philippines,  the 
American  people  have  maintained  an  attitude  both  naive  and 
uncritical.  They  have  pursued  this  policy  at  the  same  time  that 
they  have  urged  the  open  door  in  China  and  only  oceasiooally  has 
a  leader  raised  his  voice  to  point  out  the  inooosistoicy.  We  have 
enacttnl  duHTiminatory  legislation  in  the  Philippines  apparmtly 
with  little  appn^ation  of  its  narronkiiess.  Genuinely  liberal 
forces,  in  fact,  have  at  times  sanctioned  it  on  grounds  of  justice  to 
the  Filipinos  and  fairness  to  ourselves.  Our  policy,  however* 
appears  in  a  difTerent  light  when  it  is  placed  aide  by  side  with  tbe 
French  policy  in  huio-China  and  Uie  Italian  policy  in  Eritrea. 
and  when  it  is  viewed  not  from  the  purely  nationalistic  stand- 
point but  from  the  stand)X)int  of  world  policy  and  the  League  of 
Nations. 

The  Spirit  that  Guideb  the  New  Era 

More  important  than  anything  else  in  the  commercial  negotia- 
tions of  the  immediate  future  is  the  spirit  which  guides  the 
nations.  Elach  nation  has  a  right  to  security  and  to  the  preser- 
vation of  its  essential  interests.  At  the  same  time,  however,  it 
should  be  considered  seriously  what  may  be  given  up  in  order  that 
wider  interests  may  be  further  advanced.  Tlie  cynic  may  aeer  at 
ideals  of  international  good-will  and  world  peace  but  if  we  oaee 
admit  that  nations  cannot,  by  co<lperation,  further  them,  we 
confess  the  bankruptcy  of  our  dviliaatioo.  There  are  problems 
arising  in  international  intercourse  which  nations  indiN-idually  or 
bargaining  two  by  two  cannot  aohre  adequately.  By  the 
lishment  of  a  league  of  nations  we  merdy  eitend 
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where  it  did  not  exist  before.  International  government  like  any 
other,  however,  must  have  principles  wliich  fonii  tlie  basis  of  its 
administration.  Among  tliese  principles  unquestionably  should 
be  unconditional  most-favored-nation  treatment  among  nations 
(Australia,  New  Zealand,  South  Africa,  and  Canada  being  con- 
sidered nations  for  this  purpose)  and  the  open  door  in  all  depend- 
ent parts  of  the  world.  If  these  principles  are  accepted  by  the 
United  States  our  traditional  position  on  the  most-favored-nation 
clause  goes,  the  Brazilian  arrangement  becomes  untenable,  and 
the  open  door  must  be  adopted  in  the  Philippines. 

May  there  be  any  exceptions  to  these  general  principles  of  equal 
treatment?  Undoubtedly  there  are  cases  where  close  political 
and  economic  bonds  would  justify  even  from  an  international 
standpoint  a  reciprocal  arrangement.  Our  reciprocity  agreement 
of  1902  with  Cuba  falls  in  this  class.  Under  it  American  products 
are  granted  concessions  in  Cuba's  import  tariff  and  Cuban  prod- 
ucts enjoy  preferences  in  American  markets.  A  discontinuance  of 
this  arrangement  would  be  a  distinct  injustice  to  Cuba.  Her  pros- 
perity depends  upon  her  political  and  geographic  relations  witli 
the  United  States  and  no  otlier  country  could  take  our  place.  But 
such  cases  are  comparatively  few  and  should  be  permitted  only 
when  approved  by  the  League  of  Nations.  The  important  thing 
is  to  adopt  the  general  principle  of  equal  treatment  and  to  recog- 
nize what  it  implies. 
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The  United  States  and  Mexican  Finance 

By  Edwabo  D.  Trowbridgk 
Author,  Mnim  Toda$  ami  Tomorrmt 

^T^irR  queiition  of  Mexican  fiiuuicr.  aod  etpedally  tluit  phMe  of 
^  it  which  ift  involved  in  the  dainui  of  foreign  creditors  of 
Mexico,  is  one  of  the  post-war  financial  problems  which«  sooner  or 
later,  must  receive  the  serious  attention  of  tlic  United  States.  In 
the  abstract  the  general  question  of  Mexican  finance  iji  not  only 
one  of  suitable  inxTstnient  for  American  fun<lii.  but  includes  the 
broader  problem  of  so  aiding  and  safeguarding  the  sUbility  of  the 
government  of  a  neighboring  country  as  to  prevent  a  recurrence 
of  internal  diiiorder  and  consequent  international  friction.  In- 
volved in  the  general  problem  arc  very  complicated  phases  having 
to  do  with  the  claims  of  creditors  of  Mexico — claims  of  holders  of 
Mexican  securities  and  claims  of  individuals  and  ouporations  for 
losses  or  damages  incident  to  the  revolutionary  period  through 
which  Mexico  has  passed.  To  arrive  at  any  permanent  and  satis- 
factory solution  of  the  problem  each  factor  must  be  considered 
with  reference  to  its  relation  to  the  whole,  and  with  this  in  view  I 
propose  to  take  up,  in  proi>er  order,  the  immediate  conditions 
and  the  future  needs. 

Classes  of  Claims  Against  Mkxico 

Broadly  speaking,  claims  against  Mexico  may  be  dinded  into 
three  classes,  namely:  (1)  the  claims  of  holders  of  din^rt  obliga- 
tions of  the  Mexican  government;  (2)  claims  of  indi>Hduals  or 
corporations  for  damages  sustained  during  or  as  a  result  of  the 
revolution;  and  (S)  claims  of  security  holders  of  the  National 
Railways  of  Mexico.  Strictly  speaking,  the  third  class  should  be 
included  in  the  second,  but  it  will  be  treated  separately  for  reasons 
which  will  be  explained  later  on. 

It  is  not  tlie  pur|>ose  of  tills  article  to  deal  witii  in(livi<lual  claims 
or  items,  or  to  atteiupt  any  study  of  qui'stions  of  priorities  of 
claims  or  of  guarantees  involved,  but  rather  to  deal  with  the 
question  as  a  whole.  Without  entering  into  any  anah^is  of  the 
various  items  constituting  the  Mexican  national  or  government 
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debt,  this  item  will  be  treated  as  a  lump  sum.  The  national  debt 
proper,  including  various  external  loans  either  secured  or  unse- 
cured, an  interior  loan,  and  various  minor  items  such  as  scrip 
issued  to  pay  government  employes,  and  a  redemption  fund  to 
take  up  bonds  given  in  exchange  for  the  so-called  Vera  Cruz 
money,  amounts  to  a  total  of  some  $300,000,000,  United  States 
currency.  This  figure  does  not  include  some  state,  federal  dis- 
trict and  municipal  loans  for  which  the  national  government  is 
guarantor,  and  these  items,  with  unpaid  and  accrued  interests, 
may  bring  the  total  to  a  round  figure  of  $350,000,000  (for  con- 
venience all  figures  and  calculations  will  be  reduced  to  their 
equivalent  in  United  States  currency).  A  considerable  portion 
of  this  total  is  in  loans  at  4J  per  cent,  but  for  round  figures  may 
be  taken  at  5  per  cent,  calling  for  annual  interest  payments  of 
about  $17,500,000. 

Damages  Attributable  to  the  Revolution 

The  next  item  to  be  considered  is  the  debts  of  the  Mexican 
government  due  to  damages  done  to  property  during  the  revolu- 
tionary period.  There  is  a  popular  impression  that  this  item  will 
involve  dealing  with  colossal  figures,  but  this  impression  is  not,  I 
believe,  justified  by  the  facts  in  the  case.  The  principal  losses 
may  be  grouped  under  the  following  heads:  destruction  of  equip- 
ment and  buildings  belonging  to  the  various  railways,  government- 
controlled  lines  and  privately-controlled  Jines ;  damages  to  tram- 
way, electric  light  and  other  public  utility  proi>erties;  destruction 
of  or  damage  to  factories,  sugar  mills  and  other  industrial  plants; 
destruction  of  buildings  and  equipment  on  farms,  plantations 
and  ranches;  loss  of  live  stock;  and,  finally,  financially 
considered,  loss  of  life.  The  National  Railways  system 
estimates  that  it  will  require  50,000,000  pesos,  or  $25,000,000, 
to  get  back  into  full  operating  condition,  but,  due  to  high 
prices  of  materials  now  prevailing,  this  estimate  should  probably 
be  increased  to  about  $40,000,000.  The  National  Railway 
lines  constitute  about  two- thirds  of  the  railway  mileage  in 
Mexico,  so  that,  for  purposes  of  estimating  the  government's 
liability  due  to  losses  of  railway  property,  we  may  assume', 
roughly,  a  total  figure  of  $60,000,000.  As  the  National  Railways 
will  be  considered  under  a  separate  head,  only  one- third  of  this 
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amount  need  be,  for  Uie  momait*  oooifafaifcd,  although  tedmkmlly , 
of  counie,  the  Kovcnuaaii  must  pay  the  National  Bailways. 
Urban  public  utility  propertioi  suffmd  unall  damafe  through 
defltructiou.  and  wliile  hydro-electric  propertiet  loft  ooosidrrable 
copper  cable,  their  genefattog  phmU,  at  a  whole,  auflered  little. 
The  great  mining  properties  at  Pachuca,  £1  Oro,  ranaara, 
Guaniguato  and  other  points  suffered  only  nominal  pl^riieal 
damage.  Many  small  mining  pUnts  were  obliged  to  dose  down, 
and  in  some,  perhaps  many  cases,  their  buildings  were  wrecked  oi 
damaged  as  a  result  of  local  disorders.  The  losses  on  this  dasn  of 
properties  were  relatively  small,  sm  the  damage,  while  apparetilly 
great,  was  really  superficial.  Phiperties  in  the  great  oil  fieklK  have 
suffered  no  damage.  Factories  have  been  damaged  here  and  tlirn*. 
but,  generally  speaking,  they  are  located  in  large  oenten  whkh 
were  under  constant  control,  and  tlieir  losses  have  been  insig- 
nificant. Sugar  mills  in  the  state  of  Mofelos  were  wrecked  by 
Zapatistas,  and  while  the  complete  wreckage  of  the  buildingi  and 
machinery  on  the  Kaeiendat  in  this  state  involves  a  serious 
delay  in  getting  buck  to  a  production  liasis,  the  fact  remains 
that  the  intrinsic  values  of  the  properties — lands,  canals,  ditcher, 
roads,  and  so  forth — have  only  been  slightly  affected.  Ou  the 
average  farm  or  ranch  property  in  other  sections  buildings 
remain  intact,  and  the  losses  are  confined  to  portable  equipment, 
live  stock  killed  or  driven  off,  and  so  forth.  In  other  words,  the 
potential  earning  power  of  rural  properties,  the  baas  of  real 
wealth  in  Mexico,  has  not  been  seriously  affected.  It  is  true, 
that,  due  to  disordered  conditions,  many  large  agricultural 
pro|HTties  have  earned  nothing,  and  that,  in  consequiMio*. 
tlieir  owners  have  no  working  capitid  witli  which  to  resume  huM 
n(*ss,  but,  considering  the  matter  as  one  of  government  liability 
for  physical  losses,  Uie  damage  has  been  reUtivdy  small.  It  is»  of 
course,  very  difficult,  without  exhaustive  examination,  to  delar- 
nune  or  estimate  what  the  sum  total  of  physical  losses  to  properties 
will  amount  to.  At  a  rough  guess  I  should  say  that  the  legitimate 
daims  of  foreign  individuals  and  corporations  will  not 
•60,000,000,  including  980,000,000  for  railway  kMses,  ai 
above.  If  a  sum  of  $10,000,000  be  added  for  paysMits  which 
may  be  mad^  for  loss  of  life,  and  a  further  sum  of  $80,000,000  be 
addixl  for  awards  to  Mexicans  for  damages  to  rural  properties. 
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then  tlie  whole  amount  for  which  the  government  would  be  held 
liable  would  amount  to  a  total  of  $100,000,000.  This  would  call 
for  an  annual  interest  charge,  at  5  per  cent,  of  $5,000,000. 

In  considering  the  question  of  losses  we  can  include  only  such 
losses  as  would  be  allowed  by  an  impartial  commission  charged 
with  ^he  settlement  of  the  matter.  Doubtless  the  total  of  claims 
filed,  or  to  be  filed,  will  greatly  exceed  the  estimate  given  above, 
partly  because  of  the  general  tendency,  in  dealing  with  a  govern- 
ment, to  inflate  claims,  and  partly  because  the  actual  losses  due 
to  destruction  of  property,  through  loss  of  earning  power  or 
through  depreciation  of  neglected  property,  often  exceed  the 
purely  physical  loss.  For  instance,  the  total  foreign  investment 
in  Mexico  amounts  to  about  $2,000,000,000,  and  the  greater 
portion  of  this  investment,  due  to  the  disturbed  conditions  or  to 
the  fall  in  the  value  of  the  p>eso  during  the  paper-money  period, 
produced  little  or  no  revenue  from  1914  to  1916  inclusive,  repre- 
senting, in  three  years,  a  total  loss,  at  5  per  cent,  of  $300,000,000. 
While  this  loss  is  a  real  and  actual  loss,  it  would  not  be  possible, 
even  with  a  wild  stretch  of  imagination,  to  ask  the  government  for 
compensation  for  it.  The  government  cannot  be  held  responsible 
for  lack  of  business,  nor  could  it  be  held  to  account  for  poor  earn- 
ings because  of  depreciation  in  the  currency.  In  so  far  as  revenue 
was  lost  because  of  disturbed  conditions  or  because  of  currency 
values,  the  situation  may  be  compared  to  the  indirect  losses  due  to 
a  fire  in  a  large  manufacturing  plant — namely,  that  while  these 
losses  may  be  actually  greater  than  the  direct  fire  losses,  no 
claim  for  them  can  be  properly  made  against  the  fire  insurance 
company. 

Liabilities  of  the  National  Railways  Company 

The  affairs  of  the  National  Railways  Company  are  so  inter- 
woven with  those  of  the  government  that  the  liabilities  of  the 
railways  company  may  almost  be  considered  as  government  lia- 
bilities. The  government's  position  in  the  matter  is  far  from 
satisfactory.  Its  interest  is  fivefold:  first,  through  subsidies 
granted  to  aid  in  the  original  construction  of  the  roads;  second,  as 
guarantor  of  interest  and  principal  on  a  large  part  of  the  bonds 
issued  by  the  railways  company;  third,  as  holder  pf  two-thirds 
of  the  common  stock  and  of  a  considerable  portion  of  the  pre- 
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ferred  stock  of  the  company;  fourth,  m  debtor  through  liabOHy 
(as  a  government)  for  destruction  of  railway  property:  and  fifth — 
and  i>erhap8  most  im|>ortant  of  all  -through  intangible  but 
oral  interest  in  tht*  shaping  of  the  policy  of  a  company 
afTaim  are  of  vital  iin|)ortance  in  tlie  development  of  the  resouroea 
of  the  country. 

The  lines  were  built  by  private  capital  but  with  the  aid  of  the 
govemnirnt,  which,  at  a  later  date,  in  order  to  control  future 
polic}',  secured,  in  connection  with  the*  consolidation  of  varioua 
companies,  tt  cootrol  of  the  common  stock,  and  waa  therein 
placed  in  nominal  control  uf  ilu*  system.  The  govemnient  now 
finds  itself  in  the  position  of  having  aided  substantially,  by  sub- 
sidies, in  the  construction  of  tlie  railways,  of  having  expended  n 
large  sum  in  acquiring  control  of  tlie  common  shares  of  the  system* 
and  of  being  tied  up  with  Urge  guarantees,  oorering  intcfest 
charges  and  so  forth,  while  its  control  is  technically  subject  to  the 
claims  of  various  sets  of  mortgagi*s,  interest  on  which  is  badly  in 
arrears.  In  other  words,  the  government,  in  spite  of  large  ex- 
penditures and  guarantees,  had  only  a  weak  equity  in  the  prop- 
erty, and  the  upheaval  in  Mexico,  through  stopping  earnings,  has 
placed  that  equity  in  jeopardy.  The  government  feels  that  for 
reasons  of  public  policy  it  cannot  relinquish  control  of  the  systrm^ 
but  it  realises  that  the  cUims  .of  the  various  sets  of  bondholdeii 
must  be  considered. 

The  matter  is  greatly  complicated  by  the  fact  that  the  National 
Railways  Company,  at  its  best,  has  never  made  a  satisfactory 
showing.  The  company  has,  roughly,  $250,000,000  in  common 
and  preferred  shares,  and  $950,000,000  in  bonds,  notes  and 
accrued  interest,  or  a  total  of  half  a  hillion  doIUrs  in  capital  lia- 
bility. Gross  earnings  from  1909  to  191S — before  the  revnhitien 
— ^were  more  or  less  stationary,  the  maximum  reached  in  any  one 
year  bebg  64,000,000  pesos,  or  $32,000,000— «  reUtion  of  6.4 
per  cent  as  between  gross  receipts  and  capital  account  Assuming 
that  operating  expenses  would  be  two-thirds  of  gross  receipta, 
there  would  remain  a  net  of  2.S  on  the  total  capital  ltabilitiet» 
manifestly  an  absurdly  low  figure.  The  highest  net  earnmgiof 
the  s>'8tem  in  any  one  year  were  21,800.000  peaoa,  at  a  rmte  of 
about  2  per  cent  of  the  present  capital  liabilities.  It  is  quite  t^lifmi 
that  there  will  have  to  be  a  reorganisation  of  the  financca  of  tlie 
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system  ou  a  basis  of  cutting  down  the  total  capital  liabilities,  and 
particularly  witli  tlie  object,  in  order  to  avoid  future  disaster, 
of  reducing  the  fixed  charges.  Such  a  reorganization  would  nat- 
urally make  provision  for  sufficient  new  money  to  provide  addi- 
tional equipment  and  thereby  increase  the  earning  power  of  the 
property. 

A  Thorough  Reorganization  Important 

Holders  of  securities  of  the  National  Railways  must  recognize 
tJie  fact  that  wliile  the  ca])italization  of  the  company  is  mod(;rate 
for  a  system  comprising  some  9,000  miles  of  track,  the  capital 
account  is  far  too  high  when  considered  in  the  light  of  earning 
power.  The  only  hope  of  a  great  increase  in  earning  power  is 
through  a  full  development  of  the  agricultural  resources  of  the 
country,  and  such  a  development  will  only  be  accomplished  with 
colonization  and  with  the  creation  of  a  large  class  of  independent 
small  farmers.  Witli  present  conditions  of  great  estates — 6,000 
people  own  a  total  of  300,000,000  acres  of  land,  or  an  average  of 
50,000  acres  each — anything  like  a  full  cultivation  of  the  soil  is 
impossible,  and  the  country,  which  has  potential  productive 
capacity  to  support  75,000,000  people,  actually  imports  com  and 
wheat.  For  a  propjer  program  of  development  of  national 
resources  it  seems  important  that  the  government  should  have  a 
dominating  voice  in  the  railway  question.  Aside  from  this  aspect, 
it  seems  probable  that  because  of  the  condition  of  their  finances 
most  of  the  railways  in  Mexico — including  many  lines  in  which  the 
government  has  no  direct  interest — will,  sooner  or  later,  come 
under  the  control  of  tlie  government. 

Financial  houses,  in  the  reorganization  of  railway  properties, 
frequently  make  the  mistake  of  trying  to  satisfy  all  classes  of 
creditors  by  the  isstie  of  generous  quantities  of  new  securities 
having  no  intrinsic  value  and  representing  only  some  indefinite 
hope  of  value  to  be  created  in  the  remote  future.  There  seems  to 
be  a  sort  of  financial  fallacy  that  if  a  man  owns  a  hundred  dollar 
bond  representing  fifty  dollars  in  real  value,  he  should  receive,  in 
a  reorganization,  sixty  dollars  in  new  bonds,  twenty  dollars  in 
preferred  stocks  and  thirty  dollars  in  worthless  common  stocl 
Under  this  sort  of  a  scheme  the  property  in  question  emerge 
trom  the  reorganization  witli  a  little  more  capital  than  befon 
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and  while  fixed  chargiei  are  fomewhat  rvducrd,  amI  a  better  ap- 
pearanee  created  by  liberal  uae  of  vamUh,  thf  propaty  (aoea  a 
Constant  Htnigg]e  due  to  iU  waterlogged  condition.  It  is  to  be 
hoped  that  whatever  it  done  with  the  National  Railways  will 
have  in  view  the  creation  of  a  sound  financial  Htructure. 

This  is  etpeeiaHy  important  beoaoae  of  the  niic<iity  for  a  great 
enUrgement  of  the  system  in  the  future.  There  are  great  tracts 
of  fertile  land  which  have  no  railway  communication,  and  any 
g«*neral  pro^ani  which  provides  for  a  full  development  of  natural 
rcjiources  will  call  for  an  ext4»n«ive  ncheme  of  railway  construction. 
For  tiic  pn\H4>nt,  we  may  asuunic  that  with  a  financial  reorgaoifli- 
(ion  and  proi'ision  of  considerable  new  equipment,  the  National 
llailwayH  w\\\  lie  able  to  earn  operating  expenses  and  the  major 
part  of  Uicir  bond  int4*rest.  It  seems  improbable  that,  if  properly 
maintained,  the  roads  can  earn  all  charges  even  on  a  more  modest 
capitalization,  and  it  will  be  well  to  assume  that  the  government 
will  be  called  on  to  pay  at  least  $2,000,000  and  perhaps  as  much  as 
94.000,000  per  year  to  meet  deficits.  By  charging  a  part  of  main- 
tenance cost  into  capital  account  and  by  other  manipuktion  of 
figures  a  fictitious  showing  could  be  made  to  conceal  deficits,  but 
this  would  only  be  accumulating  trouble  for  the  future. 

Mexico  needs  money  for  a  new  government  l>ank,  and  wliile 
the  basis  on  which  such  money  is  to  be  supplied  is  not  yet  deter- 
mined, it  may  be  assumed  that  it  will  be  self-sustaining,  and  need 
not,  therefore,  be  considered  so  far  as  the  question  of  government 
financial  needs  is  concerned.  It  may  also  be  assumed  that  the 
reorganisation  of  the  National  Itailwayv  Company  will  pro^nde 
money  required  for  the  rt^habilitation  of  the  S3^tem,  and  that  the 
railway  qm^tion  nee<l  not  enter  into  f^)veninicnt  finances  except 
as  to  the  question  of  an  annual  deficit  as  outlined  above. 

The  Situation  Suiimarixbd 

Sunmiarizing  the  situation,  then,  we  have  the  following  items 
to  be  considered : 

First:  Existing  government  indebtwiness  amounting  to 
roughly  $350,000,000,  calling  for  the  payment  of  interest  oharge* 
of  about  917,500,000  annually. 

Second :  Payment  of  daims  for  destruction  of  properties,  dam- 
ages  to  railways  (excepting  the  National  Railways),  eic^  amount- 
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Ung  to  $100,000,000,  calling  for  annual  interest  charges  of  $5,000,- 
000.  To  avoid  raising  this  amount  of  money  it  seems  probable 
that,  under  a  proper  organization  of  government  finances,  credi- 
tors in  this  class  would  take  government  bonds  for  a  large  portion 
of  their  claims. 

Third:  The  National  Railways  need  $40,000,000  for  rehabilita- 
tion of  their  lines  and  for  new  equipment.  This  money  will  be 
provided,  presumably,  in  a  financial  reorganization  of  the  com- 
pany, and  it  is  assumed  that  increased  earnings  will  take  care  of 
all  fixed  charges  of  the  system  except  for  a  deficit  of  some  $3,000,- 
000  per  year. 

Fourth:  Money  is  required,  to  an  amount  which  may  be 
placed  at  $50,000,000,  for  a  new  bank  of  issue,  but  if  this  money 
is  obtained  it  may  be  assumed  that  it  will  be  self-sustaining — in 
other  words,  that  no  question  of  interest  charges,  so  far  as  govern- 
ment finances  are  concerned,  need  be  considered. 

Fifth :  The  government  requires  a  considerable  sum  for  general 
purposes  and  for  the  organization  of  an  eflScient  rural  police  force 
to  enforce  order  and  to  run  down  bandits,  whose  operations,  in 
some  sections,  prevent  resumption  of  agricultural  pursuits.  It 
is  calculated  that  $50,000,000  will  be  required  under  the  head  of 
general  needs,  and  this  would  call  for  an  annual  interest  payni^'nt 
of  $2,500,000. 

Taking  items  one,  two,  three  and  five,  there  would  be  a  total 
annual  interest  charge  of  about  $28,000,000.  More  than  half  of 
this  is  for  interest  on  old  debt,  at  a  fixed  rate  and  presumably 
creditors  under  item  two  would  be  satisfied  with  5  j>er  cent  bonds 
if  they  were  assured  as  to  prompt  payment  of  interest.  Money 
required  under  item  five  would  probably  have  to  be  raised  on  a 
basis  which  would  cost  the  government  6  per  cent  or  more,  and 
possibly  total  interest  charges  may  amount  to  $30,000,000. 

A  Policy  of  Moderation  the  Best 

There  has  been  more  or  less  of  idle  talk  of  a  loan  of  $300,000,000 
or  $400,000,000  to  Mexico  to  enable  her  to  pay  off  all  her  debts. 
Such  a  plan  would  provide  for  more  money  than  is  needed,  assum- 
ing that  creditors  take  a  sane  view  of  the  matter.  The  provision 
of  such  a  sum  would  inevitably  result  in  extravagance,  no  matt<'i 
what  restrictions  were  imposed  as  to  the  disposal  of  the  money, 
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and  Mexico  U,  under  a  more  modest  program,  far  more  likely  to 
learn  thrift  and  to  realise  the  necessity  of  eOcient  adminifltratioo 
than  if  she  were  in  a  ponition  to  commaiid  large  suns  of  money. 
The  development  of  two  or  three  ytmn  of  reconstmcttre  pio- 
Kram,  aooomimnitxl  by  enforoed  thrifty  will,  later  on,  place  the 
c<oiintry  in  a  position  to  obtain  all  the  money  she  requires  for 
furtlier  iinprovrments. 

Mrxiro  has  already  learned  much  in  thrift,  and  in  pUoe  of  a 
deficit,  two  years  ago,  of  over  $5,000,000  a  month,  iihe  han,  above 
licr  ciirn*nt  niiliiar>'  and  ct\nl  a<iniiniMtration  expenses,  a  small 
sur]>l"*i.  It  i«  expected  that  for  tlic  current  year  there  will  be  a 
sur|>lu.«i  of  90,000,000  pesos,  or  roughly  $10,000,000.  This,  on  a 
hasiH  of  the  interest  charges  estimated  above,  would  leave  an  an- 
nual deficit  of  $90,000,000.  The  total  government  ii 
will  hv  in  tlic  nciglil>orhood  of  $90,000,000.  An 
fort*,  of  25  per  cent  in  income  would  enable  the  government  to 
meet  all  its  interest  obligations.  The  amount  of  the  national 
debt,  in  proi)ortion  to  the  wealth  of  the  country',  is  ver>'  small, 
and,  onci*  nonnkl  conditions  are  restored,  the  load  iiinll  not  be  a 
hea\y  one.  Moreover,  Mexico  has  gained,  indirectly,  through 
conditions  brought  about  by  tiie  world  war.  To  pay  interest  and 
meet  payments  on  tlie  principal  of  huge  war  debts  other  countries 
lA-ill,  automatically,  maintain  high  prices,  so  that  Mexico,  which 
has  had  no  war  expense,  will  profit  by  the  sale  of  her  products  at 
higher  prices  than  would  otherwise  have  prevailed. 

Difficulties  of  Meeting  the  Deficit 

The  problem  of  meeting  the  deficit  of  $20,000,000  Is  not,  how- 
ever, as  simple  as  it  may  seem  at  first  glance.  The  resources  of 
the  country  arc  primarily  agricultural.  Disturbed 
have  seriously  curtailed  agricultural  acti\^ty  and 
restricted  production.  Even  where  conditions  permit  resump- 
tion of  work,  Uie  landowners  are  unable  to  operate  their  proper- 
ties to  anything  like  normal  averages  because  they  lack  working 
capital.  In  many  cases  in  rural  districts  greedy  military  chieis 
have  seised  portions  of  crops  and  ha\*e  otherwise  discouraged 
landowners  hx>m  attempting  resumption  of  agricultural  work. 
The  problem  is  being  worked  out  slowly,  but,  where  a  country  has 
gone  through  several  years  of  diaos  it  must  inevitably  take 
It 
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time  to  get  back  to  normal  conditions.  Taxes  on  mines  and  oil 
production  are  as  high  as  conditions  warrant,  and  taxes  on  man- 
ufactured products  cannot  be  increased  without  risk  of  killing 
industry.  No  further  increase  in  taxes  can  be  made  on  urban 
property  without  placing  too  much  hardship  on  the  tenants. 
Customs  duties,  if  further  increased,  would  only  result  in  the 
restriction  of  trade.  In  other  words,  for  increased  revenue  Mexico 
must  look  to  her  normal  source  of  wealth,  agriculture,  and  in- 
creased revenue  from  this  source  will  come  more  or  less  slowly. 
It  may  be  worth  while,  incidentally,  to  call  attention  to  the  general 
scheme  of  taxation  in  Mexico.  The  whole  system  is  based  on 
production.  This  scheme  has  been  largely  responsible  for  the 
existence  of  estates  of  enormous  size.  In  the  future  some  equit- 
able form  of  land  tax  will  have  to  be  provided,  but  any  attempt 
along  this  line  at  the  moment  would  only  amount  to  confiscation 
of  properties. 

The  Use  of  Force  Unwise 

For  some  years  representatives  of  leading  financial  interests 
have  said  that  Mexico  must  be  made  to  pay  her  debts.  Men  of 
supi>osedly  able  brains  have  said  that  sooner  or  later  the  United 
States  would  force  her  to  settle.  Holders  of  British  securities  of 
concerns  doing  business  in  Mexico  have  said,  rather  glibly,  that 
as  soon  as  the  war  was  over  Great  Britain  would  take  the  matter 
in  hand,  and  that  their  government,  either  directly  or  through 
pressure  on  Washington,  would  dictate  terms.  This  sort  of  talk 
implies  either  a  refusal  on  the  part  of  Mexico  to  meet  her  obliga- 
tions, or  a  desire,  through  foreign  intervention,  to  dominate  the 
situation.  Mexico  has  made  no  suggestion  of  repudiation,  but 
simply  has  been  unable,  due  to  internal  troubles,  to  meet  her 
obligations.  Any  foreign  intervention  would  be  costly  for  all 
concerned — ^in  dollars  and  cents  would  represent  a  tremendous 
expense. 

Since  we  have  had  a  practical  demonstration,  on  a  vast  scale, 
of  the  cost  of  war,  there  has  been  some  talk  of  bringing  economic 
pressure  on  Mexico.  This  seems  equally  foolish,  assuming,  of 
course,  that  there  are  any  hopeful  signs  in  Mexico.  Economic 
pressure  can  only  mean  one  thing — wringing  something  out  of  the 
country  at  the  expense  of  greater  internal  trouble.     Mexico  has 
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tancrged  from  m  tUte  of  chaos,  and  politically,  aodaDy  aod 

noinicully  she  in  iiuUcing  progr<m.    Giwo  aooie  fin 

not  only  in  inonry  but  in  the  fupport  of  those  inlerrsted  matrrially 

-she  will  work  her  way  out. 

I  have  no  desire  to  pone  as  an  apologist  for  Bfexieo,  and  fully 
r«*aliz4*  whnt  foreigners  and  foragn  capital  have 
during  Uic  past  few  years.  I  abo  realiae  that  there  ai« 
serious  probleins  confronting  the  govemmeot — politieal,  tinanrial, 
social  and  economic — and  that  these  probleins  will  require  much 
time  and  patience  in  their  period  of  solution.  It  seems  to  me, 
however,  that  a  careful  study  of  the  situation  would  coatince 
any  reasonable  person  that  the  problems  are  receiving  due  con- 
si(l<*ration,  and  that  every  day  brings  Mexico  nearer  to  the  |>oint 
of  bcmg  able  to  take  care  of  herself  without  outside  aid  or  inter- 
fcrcnct*. 

The  Outu)ok  la  Encouraqhio 

Elsewhere*  I  have  dealt  at  length  with  Mexico's  reUtioni  with 
fonign  capital.  The  general  condusion  reached  in  a  study  of  the 
situation  was  that  it  would  be  quite  useless  to  make  on 
demands  which  she  could  not  meet,  and  that  all  having  u 
in  Mexico  should  unite  to  aid  in  a  program  which  will  enable  her 
to  get  on  her  feet.  Discussion  of  past  troubles  is  idle.  \Miat  is 
needed  is  material  and  moral  aid  in  a  constructive  program.  In 
this  connection,  it  is  worth  while  to  call  attention  to  the  showing 
of  the  National  Railways  Company.  That  company,  during  the 
years  1909  to  191S,  earned  (gross)  about  •MOO.OOO  per  month. 
Due  to  revolutionary  troubles,  paper  currency  and  incidental 
causes,  the  *^ming«  of  the  system  dropped,  by  January,  1915.  to 
99S,000.  In  January*,  1916,  gross  eamingi  were  •501,000.  while 
a  year  later  the  figures  were  $1,SS6,000,  and  today  monthly- 
earnings,  even  excluding  traffic  handled  for  the  gox-emment — 
troop  trains  and  so  forth— exceed  $8,500,000.  These  4gw 
clearly  indicate  that  Mexico  is  rapidly  ''coming  back." 

In  closing,  I  wish  to  make  rt*ference  to  the  suggestfcm  that 
Mexico  could  arrange  a  foreign  loan  by  pledging  certain 
taxes.    This  idea  is  a  fallacy,  as  it  assumes  that  such 
be  spared.    Moreover,  financing  on  this  sort  of  a  basb  is 

>In  **ir«sia>  roikw  •i'  Tomomm^  (T1»  lUemfflu  Om^mj.  lilt). 
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certain  to  interfere  with  permanent^financial  stability.  It  may 
be  compared  to  a  manufacturing  institution  which  borrows  money 
from  a  dozen  banks,  giving  its  real  estate  as  security  to  the  first, 
its  machinery  to  the  second,  its  unfinished  product  to  a  third,  its 
bills  receivable  to  a  fourth,  and  so  on.  If  anything  happens  to 
upset  the  equilibrium,  the  claims  of  the  different  creditors  tear  the 
property  to  pieces,  whereas,  with  one  creditor,  there  would  always 
be  a  chance  of  preserving  the  property  intact.  Professor  Henry  C. 
Adams*  says: 

A  sound  financial  policy  will  not  impair  the  patrimony  of  the  state.  .  .  . 
It  is  a  fundamental  principle  of  constitutional  law  that  each  legislature  shall 
hand  down  to  its  successor  all  the  rights  and  powers  and  jurisdictions  which  it 
received  from  its  predecessor;  so  in  matters  of  public  finance  it  is  incumbent 
that  each  succeeding  administration  shall  find  as  broad  a  field  from  which  to 
supply  its  needs  and  as  fruitful  a  source  of  supply  aa  the  administration 
which  preceded  it. 

Mexico's  creditors  should  get  together,  arrange  to  give  her 
sufficient  money  to  care  for  urgent  needs,  give  her  time  to  get 
back  to  a  normal  basis,  arranging  for  resumption  of  interest  pay- 
ments on  a  graduated  basis,  and  lay  out  a  permanent  financial 
structure  which  will  put  the  future  credit  of  the  government  on  a 
sound  basis. 

•Finance,  p.  4. 


An  International  •*Golcl  tuiid  * 

By  HiuiRY  Pakuoi  Wilua 
ol  Baokiog.  ColumbiA  VtJhmutfy.  New  York  City 

/^N£  of  tlie  promising  propotali  which  hai  ooroe  to  the  boot 
^^  during  the  difcmtioo  ol  mieniatiQnal  •ettlemcntji  growing 
out  of  the  war  with  Germany  has  been  that  of  a  ao-called  *'gold 
settlement  fund."  Suggestions  rehting  to  this  matter  have 
appeared  in  the  press  from  time  to  time  practicaOy  ew  tiooe  the 
beginning  of  the  Peace  Conference  at  Paris,  and  disnisrioo  of  the 
subject  had  been  in  progress  on  a  more  or  less  tentative  baMS  lor 
some  time  even  before  the  condusioii  of  the  armistioe  oo  Novem- 
ber 11.  These  suggestions,  althou^  vague  so  tar  as  cmttawJ  in 
the  public  press,  do  not  represent  an  idea  of  equal  vagucoess.  but 
on  the  contrary  embody  a  well  matured  plan  which  in  its  general 
outlines  has  the  support  of  many  competent  students  of  finance. 
The  problem  of  putting  some  sudi  plan  into  effect,  therefore,  is 
not  dependent  for  its  solution  upon  the  outcome  of  any  academic 
discussion,  but  on  the  contrary  involves  only  certain  eattly 
adjusted  matters  of  technique. 

IndtMxl,  the  proposal  has  nothing  to  do  with  the  war  with  Ger- 
many and  the  treaty  growing  out  of  it,  and  it  is  enoneous  to  speak 
as  if  there  were  any  such  connection.  Nothing  has  happened 
since  the  opening  of  the  war  to  make  such  a  plan  more  feasible  or 
on  the  whole  more  desirable  than  it  was  before*  save  that  the  war 
has  demonstrated  the  dangers  and  difficulties  attendant  upon  the 
actual  process  of  shipping  gold,  while  it  has  also  brought  into  a 
clearer  light  relation  of  credit  to  gold  in  international  banking. 
The  relation  of  the  war  to  the  proposal  would  seem  to  be  merely 
that  one  outcome  of  the  war  may  be  the  establishment  of  a  condi- 
tion oi  closer  cottperation  and  friendship  among  nations  which 
were  previously  deeply  suspicious  one  of  another.  In  this  waj  it 
may  well  be  that  the  foundation  of  an  international  gold  fund  maj 
have  been  laid,  and  if  so,  there  is  at  least  one  good 
of  thestnig^. 
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Proposal  of  Federal  Reserve  Board 
In  its  annual  report  for  the  year  1918,  the  Federal  Reserve 
Board  included  the  following  paragraph: 

The  successful  operation  of  the  gold  settlement  fund  has  suggested  the  possi- 
bility of  avoiding  shipments  of  gold  from  one  country  to  another  in  settlement  of 
halanfTt  arising  out  of  ordinary  commercial  transactions,  and  the  board  is  ready. 
if  Mithorised  to  do  so,  to  undertake  negotiations  looking  to  the  establishment  of 
an  international  gold  exchange  fund,  or  to  assist  in  any  way  in  its  power  in 
negotiations  which  may  be  begun  by  a  government  department  looking  to  that 
end.  The  board  realizes  that  the  successful  operation  of  a  plan  of  this  kind  is 
dependent  upon  the  stability  of  the  governments  concerned,  and  believes  that 
definite  plans  cannot  perhaps  be  worked  out  until  a  stable  peace  has  been  assured. 
The  board  would  point  out  the  importance  of  excluding  all  transactions  arising 
from  the  adjustment  of  war  obligations  and  of  Hmiting  the  work  of  the  fund  to 
current  commercial  and  exchange  transactions.  The  gold  deposited  in  a  govern- 
ment bank  or  banks  should  be  in  the  nature  of  a  special  or  trust  fund,  and  all 
nations  participating  should  deposit  their  proper  proportions  of  gold.  Assuming 
that  the  leading  nations  of  the  world  will  be  at  peace  for  a  long  period  of  years, 
there  seems  to  be  no  reason  why  an  international  arrangement  of  this  kind  should 
not  operate  as  eflBciently  as  our  own  gold  settlement  fund,  which  has  cleared 
enormous  transactions  between  distant  sections  of  a  country  of  vast  area.  The 
saving  of  loss  and  expense  incident  to  abrasion  and  transportation  charges  and 
interest  on  gold  transferred  will  be  enormous,  and  the  advantage  to  the  commerce 
of  the  world  will  be  incalculable.  It  will  probably  be  necessary  in  the  beginning 
to  limit  participation  in  the  fund  to  the  United  States  and  the  entente  allies,  and 
to  a  few  of  the  leading  neutral  nations,  but  it  is  conceivable  that  all  civilized 
ootmtries  may  eventually  be  participants. 

It  is  thus  clear  that  there  is  available  for  the  consummation  of 
this  gold  settlement  plan  not  only  a  well  matured  basis  of  theory 
and  investigation,  but  also  a  definite  banking  organization  which 
stands  ready  to  undertake  the  work  of  installing  the  new  system. 
The  essential  suggestion  contained  in  this  paragraph  is  found  in 
the  sentence  which  refers  to  "the  importance  of  excluding  all 
transactions  arising  from  the  adjustment  of  war  obligations  and  of 
limiting  the  work  of  the  fund  to  current  commercial  and  exchange 
transactions."  Thus  limited,  the  board's  recommendation  may 
be  regarded  as  the  further  working  out  or  development  of  the  gold 
settlement  fund  installed  in  the  federal  reserve  system  and 
successfully  transacting  the  inter-federal  reserve  bank  business 
at  the  present  day. 
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Origin  or  Gold  SvmjBiaDfT  Puiid 

AlUiough  the  theory  of  dearmg  had  been  ekbontlely  studied 
and  recorded  during  the  years  prior  to  the  adoption  of  the  Federal 
Reaerve  Act,  comparatively  little  had  been  said  about  suntema  of 
nationa]  clearing.  The  provisions  of  the  Fcdrral  Reamre  Act 
witli  res|HH*t  to  both  clearing  and  collection  coiuititutcd  a  Tery 
distinct  contribution  to  the  discussion  of  currency  and  banking 
reform — a  contribution  which  was  riimtiil  in  its  character 
became  of  tlie  fact  tliat  imdcr  the  Federal  Reserve  Act  it  was  not 
pro|>osed  to  install  a  central  bank  but  a  group  of  indepemieBt 
banks  which  must,  tlierefore,  communicate  in  some  way  with  one 
another.  Indeed  the  idea  embodied  in  the  gold  settlement  fund 
was  in  many  ways  novel  in  tlit'  field  of  American  banking  Uiought, 
and  it  is  precisely  at  these  points  of  novelty  that  sugyetlioDa  were 
fumishe<i  which  afterward  afforded  the  basis  for  the  present 
proposal  to  establish  an  international  fund. 

The  clause  of  the  Federal  Reserve  Act  reUting  to  this  matter 
was  found  in  a  general  clearance  and  collectbn  section  of  the 
original  law  which  included  among  other  provisions  a  aenteoce 
autliorizing  the  Federal  Reserve  Board  to  act  as  a  dearing 
hotise  for  federal  reserve  banks  or  to  designate  some  one  federal 
reser\'e  bank  to  act  as  a  clearing  house  for  all.  The  mechan- 
ism by  which  this  general  provision,  whose  intent,  however, 
wa^  sufficiently  clear,  was  subsequently  worked  out  and  put 
into  effect,  is  found  in  the  report  of  the  preliminary  organisa- 
tion committee  of  the  federal  reserve  system,  which  after  several 
montlis  of  investigation  rendered  in  June,  1914,  a  report,  most  of 
whose  recommendations  have  since  been  accepted  as  the  basis  for 
the  organization  of  the  practical  work  of  the  federal  rfaer>*e 
banks.  This  statement  can  best  be  understood  by  quoting  from 
the  report  of  the  preliminary  organisation  oommittee  in  question 
the  following  paragraph  relating  to  the  instalment  of  the  gold 
fund.  The  matter  is  not  only  of  importance  historically  but  now 
assumes  great  significance  prospectively  because  of  the  fart  that 
the  gold  settl^nent  fund  of  the  United  States  is  today  practically 
tlie  only  exemplar  from  whose  experience  may  be  copied  the 
provisions  which  will  be  necessary  for  the  successful  developoDMit 
of  the  proposed  enterprise,  if  midertakon.  The  plan  proposed  by 
the  committee  was  as  follows: 
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To  tettle  the  balances  between  reserve  banks,  growing  out  of  these  various 
transactions,  a  clearing  house  is  suggested,  as  provided  in  the  act,  in  the  clause 
which  specified  that:  **The  Federal  Reserve  Board  ....  may  at  its  dis- 
cretion exercise  the  functions  of  a  clearing  house  for  such  federal  reserve  banks 
or  may  designate  a  federal  reserve  bank  to  exercise  such  functions '* 

If  one  of  the  federal  reserve  banks  should  be  chosen  as  a  clearing  house,  for 
convenience  of  location  it  might  be  the  Chicago  bank;  but  this  function  of 
clearing  would  be  better  assumed  by  the  Federal  Reserve  Board.  For  many 
reasons  it  would  be  well  to  establish  the  clearing  house  at  the  national  capital. 
Since  each  Teserxe  bank  will  carry  a  single  account  with  every  other  reserve  bank, 
subject  to  simultaneous  debit  and  credit,  the  bulk  of  the  interchange  of  business 
will  clear  itself.  Balances  will  arise  partly  on  account  of  the  seasonal  changes 
which  will  alter  the  debit  and  credit  relationship  between  the  districts,  and  partly 
on  account  of  the  fact  that  membership  in  the  sj'stem  will  not  be  proportionately 
equal  as  between  national  and  state  banks  in  different  regions. 

The  plan  herewith  proposed  is  based  upon  the  requirement  that  each  federal 
reserve  bank  deposit  with  the  Federal  Reserve  Board  clearing  house  all  of  its 
gold  beyond  that  which  will  be  sufficient  to  take  care  of  local  needs.  This  gold 
deposit,  carried  on  the  books  of  each  reserve  bank  in  a  separate  item  as  a  part  of 
its  reserve  funds,  can  be  used  in  either  of  two  ways  or  in  a  combination  of  them 
to  effect  settlement  which  will  be  explained  later.  Settlement  need  not  be  made 
between  reserve  banks  oftener  than  weekly,  since  to  require  daily  settlement 
might  prevent  the  operation  of  the  natural  clearing  effected  by  the  interchange 
of  ordinary  business  transactions.  Therefore,  at  the  close  of  business  on  each 
Thursday,  each  reserve  bank  should  wire  the  clearing  house  the  amount  of  the 
balance  and  should  state  whether  debit  or  credit  relations  exist  between  it  and 
other  reserve  banks.  Allowing  one  day,  Friday,  for  adj  ustment  of  any  differences 
in  the  advices  received,  the  clearing  would  be  effected  on  Saturday.  How  this 
shall  be  done  depends  upon  a  consideration  of  the  following  possibilities: 

The  gold  deposited  with  the  clearing  house  may  be  credited  upon  a  simple  set 
of  books  to  each  bank  so  depositing.  Clearing  would  then  be  effected  by  a 
charge  and  credit  on  the  books,  and  advice  would  be  made  to  the  reserve  banks. 
This  is  the  simple  plan,  but  it  has  one  apparent  disadvantage  in  that  the  banks 
would  have  no  tangible  evidence  of  the  ownership  of  the  gold  other  than  a  book 
credit  Consideration  might,  therefore,  be  given  a  plan  of  Issuing  certificates 
in  large  denominations  against  the  proposed  gold  deposits  as  clearing  house 
currency  certificates  are  now  issued.  Upon  the  direction  of  the  Federal  Clearing 
House,  the  debtor  reserve  banks  would  mail  these  certificates  to  the  creditor 
banks  to  pay  balances.  These  two  plans  might  be  combined  so  that  although 
the  clearing  of  baUinces  would  be  effected  by  book  transfers  of  gold  at  the  Federal 
Clearing  House,  the  debtor  banks  could  anticipate  this  settlement  by  mailing 
certificates  to  creditor  banks  prior  to  the  day  of  settlement.  Both  these  plans, 
however,  seem  less  effective  and  more  cumbersome  than  the  first  plan.  Very 
little  (if  any)  gold  would  ever  need  to  be  transferred  l>etween  the  reserve  banks, 
and  such  operations  would  be  Umited  to  transactions  between  the  banks  and  the 
clearing  house.    The  banks,  in  turn,  would  be  able  to  loan  or  borrow,  buy  or  sell 
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Mch  oUmt.  aad  tbt  tmaMliow  fP0d4  U 
book  tranilfln  at  Waahiiigioo. 

Rxnnmf  CB  UiiDaK  Fund 

While  it  would  be  interesting  to  detail  at  Icofth  the  practical 
experience  had  in  the  operation  of  the  gold  fcttlement  fund  at 
Wanhington,  establiflhed  in  the  early  paK  of  1915  along  the  lines 
mapped  out  in  the  committee  report  just  dted.  it  will  suffice  for 
tilt*  present  purpose  to  draw  only  a  very  few  general  lessons  bom 
tlie  proposal  then  made.  Those  who  disbelieved  in  the  practical 
feajiibility  of  such  a  methotl  of  Mottling  transactions  over  the  coun- 
try as  a  whole  urged  that  the  settlement  should  be  ^^^^ftiH^  as 
narrowly  as  possible  in  its  scope  and  that  the  ailjustment  should 
not  take  place  ver>'  frequently.  Accordingly,  Uie  i^ettlement  fund 
cleared  only  in  round  numbers  Ouultiples  of  $1,000)  and  cleared 
unly  one  side  of  the  accounts  between  the  banks.  \f  oreover.  as  a 
concession  to  prejudice,  it  was  agreed  to  gather  the  actual  gold  of 
tlie  gold  settlement  fund  into  Uie  hands  of  the  Federal  Seeerve 
Board  itself,  and  not  only  this,  but  to  have  the  gold  as  thus  col- 
lected and  stored  in  the  Treasury  of  the  United  States  repres«*nted 
by  gold  certificates  of  $10,000  denomination,  which  should  be 
physically  in  the  possession  of  the  officers  of  the  Federal  Reserve 
Board.  The  custody  of  these  certificates  was  accordingly  en- 
trusted to  the  Secretary's  office  of  the  Federal  Reserve  Board, 
and  at  the  outset  the  "transfers'*  m  the  gold  settlement  fund  were 
physically  effected  by  changing  the  ownership  of  or  title  to  the 
gold  certificates  thus  in  the  custody  of  the  board. 

It  required  an  experience  of  only  about  three  years  to  modify 
this  plan  in  the  direction  of  simplicity,  while  retaining  all  o(  its 
general  theory.  In  consequence,  the  gold  settlement  fond  is 
today  simply  a  trust  fund  in  the  hands  of  the  Treasurer  ct  the 
United  States  aud  represented  by  an  account  on  his  books*  while 
transfers  are  effected  by  clearing  both  sides  d  the  accounts  of  all 
banks  with  one  another  and  (HTinitting  tranfers  to  occur  in  any 
desired  sum.  Since  the  1st  of  July,  1918,  moieover,  the  deaiMoe 
has  been  effected  daily,  so  that  today  we  have  in  operation  a  da^jr 
system  of  clearance  between  fedend  reeerve  banks  invohriag  tfe 
transfer  of  ownership  b  a  trust  fund  beM  by  tiw  board  thnwigli  the 
Treasury  Department,  sucli  transien  being  effected  by  a  book- 
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keeping  process  and  being  evidenced  only  by  the  changes  in  the 
accounting  of  the  banks  themselves  and  by  the  certificates  issued 
by  the  custodians  of  the  fund  at  Washington.  On  this  basis 
transfers  now  occur  at  the  rate  of  about  one  billion  dollars  weekly. 
That  the  fund  works  well,  that  without  it  the  immense  opera- 
tions of  the  Treasury  Department  during  tlie  period  of  American 
belligerency  could  not  have  been  effected,  and  that  the  use  of  tliis 
system  of  clearing  has  eflfected  an  enormous  saving  by  avoiding 
movements  of  gold  and  currency  from  one  part  of  the  country  to 
another,  is  today  admitted  and  needs  no  demonstration.  The 
practical  question  in  connection  with  the  proposed  international 
fund  is  therefore  simply  this:  Are  there  conditions  arising  out  of 
international  relationships  which  are  essentially  different  from 
those  arising  between  different  parts  of  a  great  country  like  the 
United  States?  This,  in  one  form,  is  very  similar  to  the  question 
which  was  asked  when  it  was  proposed  to  establish  a  number  of 
federal  reserve  banks.  At  that  time  it  was  pointed  out  that  in 
most  foreign  countries  a  single  central  bank  existed,  but  wlien  in 
reply  the  suggestion  was  made  that  the  United  States  in  wealth,  in 
area,  and  in  population  was  equal  to  several  such  foreign  countries 
and  as  such  could  be  regarded  as  entitled  to  several  central 
banks,  there  was  no  answer. 

Appucation  to  International  Conditions 

Before  considering  the  application  of  the  idea  internationally, 
it  is  worth  while  to  observe  that  subsequent  to  the  initiation  of  the 
gold  settlement  fund  in  the  United  States,  and  sls  a  result  of 
observation  of  its  successful  working,  an  attempt  was  made 
through  negotiations  between  the  United  States  and  the  South 
American  nations  to  bring  about  the  organization  of  an  inter- 
national gold  fund  for  the  j>eoples  of  the  Western  Hemisphere. 
What  was  then  done  has  been  described  in  the  Federal  Reserve 
BuUeHn  for  March,  1919,  in  the  following  language: 

The  growing  interest  in  the  possibility  of  an  international  gold  clearance  fund, 
etpedaHy  nnoe  the  report  of  the  Federal  Reserve  Board  for  the  year  1918,  recalls 
earlier  efforts  in  this  direction  made  by  the  International  High  Commission. 
This  body,  established  by  the  governments  of  American  Republics,  and  consist- 
ing][of  ^national  sections,  each  of  nine  jurists  or  financiers  with  the  Minister  of 
Finance  as  chairman,  had  from  the  outset  the  task  of  bringing  about  more  stable 
fiiM^mnal  relations  between  Latin  America  and  the  United  States,  especially 


An  IimnofATioNAL  Gold  Pitnd  178 


throuch  Uw  wtahlhbimmt  of  the  fold  gUatkivL  or  fold 

whovrw  not  in  effect    Study  ol  thk  problon  led  to  tlio  oosirictioa  tiMl  tvo 

ttrfM  would  greally  foriliUt«  tbo  tmlnil  ""^Tt^  of  — '>'^^***r*  ifliilnaee  by 

thr  I'nHed  StatM  to  thoee  RtpMtm  of  Utk  AMrim  wyeh  ««« li  oeod  of 

help  to  let  their  ourrency  vjtteae  on  n  flm  boiU.  Srit,  tlM  we  of  OB  I 

clenrnncofBnd.nnd.eeeoBdbr.  the  nee  oin  money  MtTMint    Tbc 

of  the  rnmndeiinn  prepred  fa  the  eorly  in—  of  lt|g  a  draft  d  e 

with  o  view  to  prcnrkle  for  the  faviolibaHy  of  ench  n  fnnd.    The  drdi  nnd  on- 

r'rr-*'T  -I r^^r '"  ^ ^'t-t  -^^^lnmIfl  tn  thn  Mlnhlin  nf  rhmnre 

and  to  the  diplomatic  officere  of  the  R«publtra  partldpatli«  in  the  work  of  the 
imwmieeinn     Alter  onvfol  conadenition  the  fownnaenlo  of 
hnve  eicpraeeed  a  wilUiVneei  to  oonebde  the  ooBTonlion  with  tho  Uyiid 
and  the  matter  b  the  anfaject  of  eeriouf  etudy  m  other 


Delay  in  the  practical  application  of  the  syttem  thus  deviaed, 
has  not  been  due  to  any  unforeseen  obstacle  in  the  way  of  putting 
the  proposal  into  effect,  but  has  been  solely  tlic  product  of  tlir 
usual  postponements  involved  in  getting  diplomatic  action  from 
a  nunib<»r  of  countries,  couph^d  with  the  natural  and  in<*vitable 
tendency  to  await  post-war  conditions  b(*fore  finally  embarking 
upon  a  plan  whose  success  would  be  greatly  furthered  by  frredom 
of  movement  for  specie.  It  is  enough  to  say  that  the  proposed 
gold  fund  for  the  peoples  of  North  and  South  America  has  com* 
mended  itself  to  the  governments  of  seven  countries  whose  olBeen 
have  committed  themselves  to  a  belief  in  the  feasibility  and  desir- 
ability of  such  an  international  arrangement. 

Installation  op  Phopoabd  Fund 

It  is  desirable  that  if  any  such  plan  as  is  now  imder  oonsideratioo 
should  actually  be  adoptcMl,  it  should  b<>  applif*<i  upoo  the  mont 
effective,  simplest  and  most  desirable  l>asLs.  without  regard  to 
indi\ndual  or  national  prejudice  or  self-interest.  First  of  all,  it 
nmy  be  well  to  consider  exactb'  what  su<*h  a  fund  would  do* 
following  the  analogy  of  experience  had  under  the  fe<leral  resfrre 
system.  The  most  obvious  purpose  of  tlie  fund  is  that  which  its 
name  implies,  viz.,  "clearance"  or  "settlement"  This  occurs  in 
the  gold  settlement  fund  just  as  in  every  other  clearing  hoasai» 
throu^  the  obvious  process  of  offsetting  daims  against  one 
another.  The  only  difference  is  that  which  arises  out  of  the  fad 
that  tlie  clearance  is  made  by  telegraph.  Bank  A  b  Dallas  owes 
Bank  B  in  Minneapolis  $500,000.    Bank  B  in  Minneapolis  owes 
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Bank  A  in  Dallas  $450,000.  A  balance  of  $50,000  therefore  exists 
in  favor  of  Bank  B.  Now  if  these  two  banks  were  situated  at  tlie 
same  place  their  representatives  would  meet  and  exchange  bundles 
of  checks  and  drafts,  with  the  result  of  "washing  out"  $900,000 
of  the  aggregate  indebtedness,  leaving  a  balance  of  $50,000  to  hv 
paid  by  one  bank  and  $50,000  to  be  received  by  the  other.  This 
might  be  settled  by  an  actual  transfer  of  gold  or  by  the  transfer  of 
a  check  on  another  bank.  Under  the  gold  settlement  fund  wliat 
happens  is  that  the  checks  and  drafts  are  exchanged  by  mail,  while 
the  "settlement"  occurs  in  Washington  by  telegraph — that  is  to 
say,  each  bank  takes  the  others'  word  for  the  statement  that  it 
has  a  given  amount  of  claims  falling  due.  If  through  error  tlie 
statement  turns  out  to  have  been  unwarranted,  correcting  entries 
are  easily  put  through,  but  these  occur  seldom.  The  gold  settle- 
ment machinery  in  Washington  is  a  settlement  machinery  which 
takes  no  cognizance  of  the  actual  checks  and  drafts,  but  leaves 
them  to  be  interchanged  as  their  owners  see  fit,  and  at  the  pleasure 
of  these  owners. 

This  function  of  the  settlement  could  occur  as  easily  between, 
say,  the  Bank  of  Commerce  in  Toronto  and  the  Federal  Reserve 
Bank  of  Minnea{>oKs,  as  between  the  latter  and  the  Federal 
Reserv'e  Bank  of  New  York.  There  is  no  reason  why  if  the  Bank 
of  Conmierce  were  a  party  to  the  clearing  transactions  it  should 
not  clear  as  easily  as  any  of  the  federal  reserve  banks,  notwith- 
standing it  is  situated  on  the  other  side  of  the  Canadian  border. 
The  same  would  be  true  if  some  agency  were  designated  to  act  for 
all  of  the  Canadian  banks  as  an  aggregate.  This  is  obvious,  but 
a  more  diflScult  case  occurs  if  we  suppose  a  participation  in  the 
gold  settlement  fund  at  Washington  to  be  assigned  to  the  Bank  of 
England.  True,  the  Bank  of  England  is  not  much  more  distant 
from  New  York  by  telegraph  or  cable  than  is  the  latter  from  San 
Francisco,  and  communication  by  cable  may  be  as  prompt  as  the 
telegraphic  communication  between  Washington  and  the  federal 
reserve  banks.  The  same  thing  would  be  true  if  the  office  of 
settlement  were  located  in  London.  This  office  would  hear 
promptly  by  cable  from  the  twelve  federal  reserve  banks  and  it 
would  hear  through  messenger  from  the  Bank  of  England.  The 
physical  process  of  settling  might  be  substantially  the  same  as 
under  the  gold  settlement  fund. 
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The  first  clifBculty  ariflM  in  the  fact  tluit  fucfa  a 
involving  the  Bank  of  England,  would  nttmmiUte  m 
for  the  udjiiiitnient  of  sterling  to  dollam.  Indeed,  aoine  of  thoae 
who  are  most  enthusiastic  about  the  intnaatiQiial  fold  fund 
have  proposed  that  as  a  preliminary  there  be  estabUshed  a  uni- 
form money  of  account.  This  is  in  no  sense  nnn  ssarji  to  the  oitab- 
lishment  of  the  proposed  fimd.  The  difficulty  of  the  sHuaUoB 
is  apparent  only,  rather  than  rpal  as  the  gold  oonteit  of  tfe 
(t>in  is  the  real  consideration.  In  tlie  first  place*  the  Bank  of 
Kngland  might  undertake  to  enter  into  the  gold  settlement 
fund  simply  for  the  purpose  of  adjusting  daims  in  Kiprling.  m 
which  case  clearance  could  be  effected  with  the  federal  i exilic 
system  (and  its  constituent  member  banks)  for  sterling  daima* 
wliile  the  Bank  of  England  would  clear  any  sudi  sterling  claims  as 
it  might  be  carr^nng,  the  result  being  a  balance  m  sterling  dtber 
in  England  or  in  the  United  States.  Exactly  the  same  arrange- 
ment might  be  made  with  respect  to  dollars.  Assuming  that  the 
participating  banks  in  the  United  States  were  possessed  only  of 
dollars  and  sterling,  and  the  Bank  of  England  only  of  sterling 
and  dollars,  or  of  either,  a  double  clearance  might  thus  take  pbee, 
there  being,  in  effect,  two  gold  settlement  fimds  operated  in  one 
joint  management. 

This  is  not  at  all  a  fanciful  assumption.  The  experience  under 
the  gold  settlement  fund  has  furnished  an  exact  analogy  to  it. 
Some  time  after  the  gold  settlement  fund  was  first  established  it 
was  desired  by  federal  reserve  agents  to  have  a  fund  established 
for  their  benefit  under  exactly  similar  conditions.  This  was  done« 
and  today  the  "gold  settlement  fund,"  as  generally  used,  indu<lea 
not  only  the  gold  st»ttlement  fund  proper  but  also  the  so-called 
**f<Mieral  reserve  agents*  fund.*'  In  tlie  proposed  intematioiial 
fund  there  might  be  a  "sterling  fund*'  and  a  "dolUrs  fund"  with 
clearance  in  either  at  tlie  will  of  the  participating  partiea.  Sup- 
pose, however,  that  after  tlie  clearance  had  been  effected  it  siioold 
ap}>ear  that  a  balance  in  sterling  was  owing  to  Great  Britain  1^ 
American  banks,  while  a  balance  in  dollars  was  owing  to  the 
TTnited  States  by  British  banks.  The  question  would  then  oome 
up  of  establishing  a  rate  at  which  sterling  could  be  converted  inlq 
dollars  on  the  books  of  the  fund.  This  woukl  be  do  more  diflfeiilt 
than  the  establishment  of  any  foreign  exchange  rate.  The  rate 
wbiA  should  control  would  be  tiiw  Itte  cvrmit  on  the  dale  o( 
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clearance.  Or  if ,  as  a  result  of  the  operations  of  tlie  fund,  the 
actual  market  rate  were  not  deemed  satisfactory,  clearance  could 
be  effected  at  a  purely  conventional  rate  determined  upon  in 
advance.  This  would  be  as  fair  for  one  side  in  the  transaction 
as  for  the  other,  since  any  advantage  resulting  from  it  in  one 
clearance  would  be  likely  to  be  offset  in  the  next.  Although 
the  operation  would  become  more  complex  as  more  and  more 
countries  were  admitted  to  the  advantages  of  the  clearing,  the 
same  principle  which  has  just  been  develoi>ed  could  be  worked 
out  with  entire  success  and  with  but  little  teclmical  difficulty. 
Any  such  fixed  valuation  tends,  however,  somewhat  to  becloud 
the  situation.  The  real  basis  of  settlement  should  be  gold  by 
weight  and  any  standard  gold  coin  should  serve  as  a  means  of 
settlement  at  its  fine  content. 

We  may  now  consider  a  much  more  diflScult  phase  of  this  prob- 
lem of  settlement.  The  purpose  of  the  settlement,  as  we  have 
taken  for  granted,  is  that  of  avoiding  the  shipment  of  gold.  We 
know,  however,  that  shipments  of  gold  grow  out  of  so-called 
"adverse  balances."  We  further  know  from  our  theory  of  inter- 
national trade  that  such  adverse  balances  correct  themselves  in 
due  time  in  order  to  bring  about  an  equality  of  exports  and  imports 
between  trading  countries.  It  is  not  desirable,  therefore,  to  have 
gold  shipi>ed  to  rectify  balances  only  temporarily  adverse.  In- 
deed, if  such  shipments  were  to  be  made  on  each  occasion 
the  service  performed  by  the  clearance  fund  would  be  more  lim- 
ited than  it  should  be.  What  is  desired  is  to  provide  a  means 
of  adjusting  adverse  balances  just  as  such  balances  between 
federal  reserve  banks  are  adjusted.  If,  for  example,  at  the 
present  time  the  Federal  Reserve  Bank  of  San  Francisco  finds 
that,  as  a  result  of  heavy  payments  through  the  gold  settlement 
fund  its  ownership  of  gold  in  the  fund  is  exhausted,  it  may  if  it 
chooses  put  more  actual  gold  in  the  fund.  It  is  more  than  likely, 
however,  to  apply  for  an  inter-bank  rediscount,  in  which  case 
the  federal  reserve  board  orders  a  certain  quantity  of  eligible 
paper  held  by  the  Federal  Reserve  Bank  of  San  Francisco  dis- 
counted by  (let  us  say)  the  Federal  Reserve  Bank  of  New  York. 
Thus  means  that  the  Federal  Reserve  Bank  of  San  Francisco  has 
turned  over  certain  values  to  the  Federal  Reserve  Bank  of  New 
York,  while  the  Federal  Reserve  Bank  of  New  York  has  ceded  to 
it  a  portion  of  its  ownership  in  the  gold  fund.     The  transaction  is 
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eMentially  a  vale  of  paptr  for  gold.  It  will  not  be  fMOfted  to 
without  good  reMon  because  tlie  Bcamii  Beak  ol  Sea  Ftrnmiaeo 
doea  not  with  to  kwe  the  dieooitiit  on  the  btlli  which  haiw  Ibne 
been  trannferred,  but  if  neoeMery  it  will  incur  thi«  McrMoe  of 
discount  rather  than  Ix*  ohligtfd  to  obtain  ar'*  ihip  gold  or  dieeoa 
tinu<>  making  transfer!  through  the  gold  fund.  Thin  ui  all  timple 
no  long  tui  the  rediecounta  are  made  between  the  members  oi  the 
same  system,  and  so  long  as  there  exists  a  oentral  imifyiiif 
agency  or  board  which  has  the  power  to  order  the  redisooula 
nindc.  Needless  to  say,  such  discounts  cannot  caaoel  a  pe^' 
nmncntly  adverse  babnce  but  can  only  give  time  for  autoouitic 
adjustment. 

But  internationally  could  the  same  process  be  appliedt  or  not? 
Undoubtedly  it  could  through  the  use  of  a  similar  mechanism.  Ii» 
for  example,  the  central  committee  of  control  were  authofiaed  to 
assign  bills  of  certain  designated  kinds  to  any  creditor  country  in 
order  to  secure  the  cancellation  of  the  credit  balance  ol  thai 
country  as  stated  in  gold,  it  would  be  possible  for  a  d<*btor  country 
at  any  time  to  offset  an  unfavorable  balance  by  turning  over  bills 
which  might  be  in  its  possession,  provided  they  were 
This,  indeed,  is  exactly  what  ia  done  today  through  the 
of  competitive  banking.  The  operation  of  the  international  gold 
fund  would  in  no  respect  alter  the  present  situation  save  in  the 
matter  of  technique.  Indeed,  it  would  not  be  precisely  neoenary 
to  have  Uie  power  referred  to  lodged  in  the  hands  of  the  central 
conmiittee  since  the  discounting  of  the  eligible  paper  could  be 
arranged  by  cable  between  any  two  of  the  countries  which  were 
parties  to  the  clearance.  The  former  method  would  be  the  simp- 
ler and  more  certain,  but  the  latter  could  be  employed,  if  desired. 
Without  some  such  arrangement  for  the  centralisation  and  imm»> 
diate  recording  of  international  rediscounts  and  sales  of  paper 
designed  for  the  purpose  of  settling  and  adjusting  tao^ioffarily 
adverse  balances,  the  mtemational  gold  settlement  fund  would 
fail  to  attain  its  complete  usefulness.  With  such  an  arnmy 
mcnt  it  would  be  |>erhaps  the  most  beneficial  innovation  in  iaiar- 
national  banking  since  tlie  introduction  of  cable  comniunirafiqa. 

Some  Thinos  to  he  Avoided 
As  already  intimated,  there  are  some  practices  connected  with 
Uie  operation  of  any  such  plan  which  are  to  be  avoided.     In  thin 
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respect,  unfortunately,  the  gold  settlement  {und  of  the  federal 
reserve  system  affords  instruction,  just  as  it  does  upon  its  con- 
structive side.  It  has  been  a  mistake  in  some  senses  that  tlie  gold 
settlement  fund  in  the  United  States  has  been  a  "fund"  rather 
than  a  "system."  It  would  have  been  as  well  had  the  gold  been 
left  where  it  originated — in  the  vaults  of  the  federal  reserve  banks 
— instead  of  being  massed  in  the  sub  treasuries  or  at  Washington. 
No  such  system  ought  to  exist  at  all  unless  the  different  members 
of  it  are  able  to  trust  one  another's  reliability  and  honesty. 
Granted  such  a  degree  of  trust  or  confidence,  the  exact  location  of 
the  gold  is  of  no  consequence.  It  is  not  necessary  to  "deposit" 
the  gold  anywhere.  If  it  is  set  aside  or  earmarked  in  the  vaults 
of  the  participating  nation  enough  has  been  done.  Eventually 
gold  may  be  shipped  if  a  permanent  balance  seems  to  have  arisen 
against  one  of  the  holders  of  gold.  No  such  shipment,  however, 
will  take  place  under  ordinary  conditions. 

Again,  it  is  desirable  to  avoid  any  measures  wliich  would  tend 
to  make  the  operation  of  the  fund  either  expensive  or  slow.  It 
was  a  mistake  in  the  case  of  the  gold  settlement  fund  that  daily 
clearance  was  not  initiated  at  the  outset.  The  fa(;t  that  it  was 
not  so  initiated  gave  rise  to  telegraphic  transfers  through  the 
fund  on  non-clearing  days,  and  these  at  times  grew  so  nmnerous 
that  it  would  obviously  have  been  more  economical  to  make  Uie 
clearing  more  frequent.  It  was  this  fact  perhaps  more  than  any 
other  which  eventually  led  to  the  installation  of  the  daily  clearance. 
Even  if  there  were  but  few  transactions  in  an  international  gold 
settlement  fund,  the  actual  clearance  should  be  as  often  as  there 
was  anything  to  afford  a  basis  for  settlement.  "Red  tape" 
operations  or  charges  for  transfers  would  constitute  another  seri- 
ous barrier  to  success.  The  cost  of  conducting  the  gold  settle- 
ment fimd  has  been  only  about  five  one-thousandths  of  one  per 
cent.  An  international  fund  would  be  more  expensive,  partly 
because  it  would  necessitate  its  own  staff,  but  at  the  utmost  it 
would  be  an  inexpensive  method  of  adjusting  indebtedness. 
Whatever  the  cost  was,  it  should  be  divided  pro  rata  among  the 
participants  after  it  had  been  ascertained. 

The  estabh'shment  of  an  international  gold  fund  will  of  course 
be  opposed  by  various  interests  and  influences.  Eventually, 
however,  the  application  of  the  underlying  principle  of  the  plan 
will  undoubtedly  be  adot>ted. 


Cooperation  in  International  Banking 

By  John  K.  Rotsnolt 
ViceJVandiiiit  NaUooal  Baak  ol  rnnmwuw  k  N«w  Ymk 


TOURING  the  war  the  alKed  natioiu  wrre  ^otnpellrtj  more  or 
^^  leas  to  pool  their  resources.  While  tliin  |x>oling  naturally 
took  the  form  at  first  of  btergovemmeiital  arrangeroentj,  it  soon 
developed  into  dose  banking  ooOperation.  Tntil  we  otirsebvs 
entered  the  war,  moreover,  American  co(Speration  with  EuropcMi 
Allios  was  largely  worked  out  throu^  the  banks,  American  banks 
aiding  largely  in  the  loans  which  were  made  to  the  various  allied 
nations.  As  a  consequence  we  are  today  in  much  doaer  touch 
witli  tlie  bankers  of  the  world  tlian  we  have  ever  been  before.  Of 
course,  the  large  bunks  of  New  York  and  a  few  other  large  cttim 
have  had  for  many  years  intimate  dealings  with  banker*  in  other 
countries,  but  bankers  in  the  smaller  interior  citieji  i>f  Anierira 
have  rarely  had  significant  contacts  beyond  our  political  Iwund- 
aries.  The  war  has  changed  thb.  We  find  the  gewral  body 
of  bankers  in  the  United  States — and  the  same  rule  applies  to 
the  so-called  provincial  bankers  of  the  European  countries — 
willing  and  eager  to  enter  into  international  financial  rrlations. 
The  world  has  been  brought  closer  together,  and  international 
co5peration  will  from  now  on  be  much  more  common.  Tlie 
markets  of  the  world  have  also  been  brought  into  closer  contact. 
A  merchant  of  Cleveland  thinks  no  more  of  dealing  with  Mel- 
boiu>ne  than  he  formerly  thought  of  dealing  ^nth  St  Louis. 

Our  Financial  Responbibiuties 

Intimate  international  banking  relations  for  the  futun*  rrst. 
however,  on  something  much  more  fundamental  than  the  mef>r 
breaking  down  of  our  past  inertia  and  provincialism.  The  heavy 
loans  we  have  placed  in  Europe  give  us  vital  interests  there  which 
our  banks  must  look  after.  The  present  weakness  of  our  Bao- 
pean  Allies,  and  for  that  matter  of  our  enemies,  makfs  it  oeoessftiy 
that  our  banks  should  go  very  much  further  than  anyone  dreamed 
that  they  would  go  before  tlie  war  in  financing  goods  in 
from  one  country  to  anothtT.  Tht*  financing  of  goods  in 
is  l'» 
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moreover,  will  for  a  time  involve  much  more  than  ordinary  com- 
mercial hanking.  Where  international  trade  under  normal 
conditions  is  a  matter  of  balancing  goods  against  goods  with  a 
mere  temporary  advance  of  banking  funds  to  bridge  over  for  a 
given  country  tiic  i>criod  between  heavy  imports  and  heavy 
exports,  there  is  likelihood  tliat  for  a  time  at  least  the  shipment 
of  goods  will  be  a  one-sided  movement,  and  that  the  backflow 
from  Europe  and  many  other  countries  to  the  United  States  vdW 
be  securities  and  obligations  rather  than  liquid  commodities. 
The  financing  of  international  conunerce,  therefore,  will  involve 
in  no  small  measure  not  merely  the  advance  of  short  time  funds 
to  merchants,  but  also  the  problem  of  placing  European  securities 
with  investors,  so  that  funds  to  pay  off  the  short  time  bank  loans 
may  be  obtained.  The  commercial  banker  proper  may  not  engage 
in  all  of  this,  but  the  American  banking  system  as  a  whole, 
including  investment  bankers,  private  bankers,  great  bond  houses, 
and  the  like,  will  be  obliged  to  do  it. 

American  banking  capital,  in  other  words,  and  the  services  of 
the  American  banker  must  extend  into  markets  which  have 
hitherto  found  their  own  banking  systems  adequate,  not  alone 
for  their  domestic  requirements  but  also  for  the  service  of  foreign 
countries.  American  banking  services  must  be  performed  in  the 
great  European  financial  centers,  and  American  banking  credits 
must  be  at  the  service  of  the  commerce  of  those  great  commercial 
nations  which  in  the  past  were  more  than  able  to  supply  the 
financial  needs  of  their  commerce. 

Reciprocity  Better  than  Competition 
In  some  form  or  other  our  banks  must  take  over  work  which 
foreign  banks  have  hitherto  performed.  The  question  arises, 
however,  as  to  whether  they  shall  do  this  by  establishing 
branches  in  foreign  monetary  centers,  or  whether  they  shall  do  it 
by  co5j)erating  with  the  existing  banks  of  these  countries.  I  be- 
lieve that  we  can  get  further  if  we  do  not  invade  the  home  fields 
of  foreign  banks  with  our  branches,  but  rather  cooperate  with 
them  on  the  basis  of  reciprocity.  Reciprocity — this  must  be  the 
keyword  of  our  future  international  relations.  The  Frenchman 
will  look  with  more  favor  upon  us  if  we  form  alliances  with  his 
own  institutions  than  if  we  compete  with  his  institutions  by  set- 
ting up  branches  in  his  financial  centers. 
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This  ha«,  ind^rd,  been  the  Americao  pi«otioe  lliroiighcnit  tntr 
history  un  tin*  wliolc*.  Texas  Imiilui  are  almoat  aa  far  from  New 
York  as  European  banbt  are.  New  York  banks,  however,  have 
had  intimate  reUtionn  with  Texas  bankji.  and  thesr  rrlatiooa  Ittve 
not  been  strictly  competitive.  Ratlicr,  tliey  have  done  bttrinwi 
wiik  one  another.  Texas  banks  have  borrowed  Urge^y  bom  New 
York  banks.  Generally,  Texas  banks  have  kept  funds  on  deposit 
with  New  York  banks.  Texas  banks  have  sent  funcb  to  New 
York  for  investment,  either  in  sliort  time  commercial  paper,  or 
in  stock  exchange  loans,  or  simply  for  deposit  with  the  New  York 
banks  which  have  paid  a  moderate  rate  of  interest  on  the  deporita 
Credit  information  has  been  freely  interchanged  between  New 
York  banks  and  Texas  banks.  If  a  Texas  bank  found  one  of  its 
customers  growing  so  big  tliat  he  could  not  secure  enough  kwaa 
from  his  local  hank  to  meet  the  needs  of  his  busincei,  it  haa  often 
arranged  tliat  he  sliould  aecure  additional  kians  bmn  ita  New 
York  correspondent.  And  to  in  general  throughout  the  country. 
banks  in  the  various  financial  centers  have  had  oorrespoodent 
banks  throughout  their  respective  regions,  while  New  York  banks 
have  had  correspondent  banks  in  all  parts  of  the  country.  Funds 
have  flowed  freely  from  one  part  of  the  countr>'  to  another  aa 
seasonal  variations  or  other  caused  led  to  a  surplus  of  loanable 
bank  funds  at  one  point  and  a  scarcity  at  another.  Of  corner 
our  federal  reserve  system  has  been  devised  to  make  such  coQpenip 
tion  much  more  effective. 

None  the  less,  America  has  remained  a  oountr>*  of  independent 
banks.  We  have  today  around  30,000  banks  of  all  kinds  in  the 
United  States,  each  an  independent  center,  eadi  oAocred  by  men 
whose  interests  are  wrapped  up  in  the  progress  and  wuooBm  of  liie 
k>cality  in  which  the  bank  is  placed.  Our  banks  have  been  kwal 
banks  serving  the  interests  of  their  own  looalitiea  rather  than  sub- 
ject to  control  from  greater  institutions  hundreds  of  miles  away. 
In  no  small  measure,  the  mar\*elou.^  developnent  of  the  United 
States  has  been  due  to  the  vigor,  indepesdenoe  and  initiati\-e  of 
our  independent  country  bankers,  who,  however  much  they  miglit 
^<*  aided  by  counsel,  infonimtion  and  fund^  from  the  finanffiil 
tenters,  were  none  the  less  not  hami)cnxl  by  the  niUHity  el 
submitting  every  transaction  to  the  approval  of  bankers  in  Ike 
financial  centers. 
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Had  the  great  banks  in  American  financial  centers  possessed 
authority  to  establish  branches  in  smaller  places  to  compete  with, 
and  perhaps  drive  out  of  existence,  the  country  bank,  our  banking 
history^  would  have  been  one  of  turmoil  and  bitter  political 
struggle.  As  things  stand,  relations  among  AnuTican  bunks  nrv 
friendly  and  the  interchange  of  banking  services  is  highly  eflficient. 

How  TO  Profit  from  Past  Experience 

Some  criticisms  have  been  made  of  our  American  banking 
system  on  the  ground  that  it  is  impossible  that  30,000  independent 
institutions  could  cooperate  efficiently  in  a  great  crisis.  The 
great  struggle  through  which  we  have  just  passed  has  proved  the 
contrary.  Without  authoritative  control,  and  acting  primarily 
by  suggestion,  the  federal  reserve  board,  the  federal  reserve 
banks,  and  the  leading  bankers  in  the  various  financial  centers 
have  been  able  to  organize  and  marshal  the  banking  resources  of 
the  country  in  a  manner  that  has  been  superb.  Even  so  delicate 
a  matter  as  the  rationing  of  credit  to  the  customers  of  the  banks, 
discouraging  good  customers  from  borrowing  in  order  that  funds 
might  be  freer  for  the  government's  financial  operations  or  for 
more  essential  industries,  something  which  it  was  supposed  that 
indep>endent  competing  bankers  could  not  easily  do,  was  brought 
about  during  the  war  with  wonderful  thoroughness  and  efficiency. 
We  carried  the  peak  of  the  load  of  war  finance  with  ease. 

There  is  httle  likelihood  that  our  system  will  ever  be  called 
upon  again  to  bear  so  great  a  strain.  That  we  did  it,  when 
fundamental  factors  are  considered,  is  really  no  marvel.  Given 
tne  patriotism  of  our  local  banks — and  they  are  patriotic;  given 
their  intelligence  and  knowledge  of  local  conditions — and  they 
possess  these;  given  their  desire  to  accomplish  the  ends  which 
the  government  indicated  as  necessary  and  desirable;  they  were 
able  to  meet  the  emergency  with  much  more  efficiency  and  with 
much  less  friction,  each  banker  acting  in  the  light  of  his  knowledge 
of  local  conditions,  than  would  have  been  the  case  had  we  had 
thousands  of  branches  subject  to  general  rules  of  thumb  which 
left  little  discretion  with  the  local  managers. 

Some  Defects  of  Branch  Banks  Abroad 
Oiu-  American  banking  experience,  then,  gives  us  the  guiding 
principle  whjch  we  would  do  well  not  to  ignore  in  ^xtei^ding  our 
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mtemational  banking  rcUtiona.  \Vc  aliould  aeek  to  utflbe 
ever  possible  the  existing  K^nlrtfig  madiiiMffy  io  the 
which  we  desire  to  help.  If  w«  ettabliah  htaBche 
we  shall  need  years  to  build  up  organiiations  which  will  be  in  bar- 
mony  with  the  sinrit  and  purpoMS  of  theie  loraifB  countrirs. 
We  shall  need  >'ear8  to  giiin  the  credit  inlomuitian  and  experi- 
enoe  which  is  essential  to  nound  banking.  We  hmrt  gone  far  in 
the  United  States  in  standardiaing  credit  infonnatioii  and  is 
standardizing  credit  conditions.  Foreign  bankera  and  fdre%D 
busineai  men  have  uaed  radically  different  credit  methods  horn 
our  own.  Credit  information  is,  on  the  whole,  much  more  confi- 
dential with  them  than  ^ntli  \is  and  cooscqticiitly  not  fully  avail- 
able except  to  those  mamtaining  doae  relations  with  tlic  foreign 
banks.  It  is  far  better  for  an  American  bank  to  operate  throuf^ 
a  foreign  bank  which  posaeaaes  intimate  knowledge  of  credit  con- 
ditions  in  its  sphere  of  operations  than  for  the  American  bank  to 
do  the  business  directly  itself.  Thus  it  would  be  easily  poaaible  lor 
a  New  York  bank  to  establish  a  branch  in  Lima,  Peru,  under  a 
competent  hired  manager  sent  from  America.  But  from  such  a 
branch  we  could  get  no  such  services  as  would  be  rendered  by  a 
friendly  Peruvian  bank.  The  officers  and  directors  of  the  Peru- 
vian bank  would  be  men  of  standing  and  influence  in  the  commu- 
nity, intimately  familiar  with  its  affairs.  W*e  could  not  hire  men 
of  this  quality  to  serve  in  a  branch  bank  in  Lima.  The  point  is 
more  obvious,  perhaps,  if  we  reverse  the  supposition.  A  Lima 
bank  could  not  possibly  be  as  well  served  by  its  own  branch  in 
New  York  as  it  is  by  having  a  leading  New  York  bank  as  its 
ccuTcspondent. 

Of  course,  tliere  may  well  be  some  services  which  a  dose  aliUia- 
tion  with  an  existing  bank  cannot  give.  This,  however,  does  not 
necessitate  the  establishment  of  a  brandi.  American  banks  will 
do  better  to  have  resident  representatives  in  the  foreign  fields  who 
can  look  after  the  interests  of  their  clienti  !»ut  at  the  same  lime 
handle  the  distinctively  banking  business  through  a  friendly  bank 
of  that  locality. 

This  does  not,  of  course,  prechide  the  cstabWuncnt  in  eaoqH 
tional  cases  of  branches  of  Ammran  banks.  In^  undeveloped 
countries  we  must  open  our  own  export  and  imfiort  houses*  our 
own  banks  and  other  agencies.    In  any  countrjr  which  baa,  bow^ 
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ever,  a  well  develoiJed  economic  structure  and  a  developed  bank- 
ing system  of  its  own,  relations  should  be  developed  by  utilizing 
existing  institutions  rather  than  by  creating  new  and  alien 
institutions. 

The  English  are  by  far  the  most  experienced  international 
bankers.  Let  us  hear  the  opinion  of  the  justly  celebrated  dean 
of  the  banking  profession,  Sir  Edward  H.  Holden,  addressing  the 
shareholders  of  his  great  bank,  the  London  City  and  Midland. 
He  said  in  part: 

There  is  a  difference  of  opinion  among  English  bankers  on  the  question  of 
foreign  banking.  One  class  of  banker  believes  that  the  proper  course  is  to  open 
abroad  branches  of  their  own  bank,  in  which  case  they  will  compete  with  the 
foreign  banks  in  their  own  country.  Another  class  believes  that  the  better 
policy  is  to  work  from  London  in  conjunction  with  the  foreign  banker,  and  not 

to  go  into  direct  competition  with  him Our  fear  is  that  we  may 

make  the  foreign  bankers  unfriendly  towards  us  by  opening  branches  in  their  own 
countries  in  competition  vdih  them,  and  that  we  may  drive  their  business  to 
Germany  or  New  York.  If  this  should  ultimately  happen,  the  opening  of 
branches  abroad  by  English  banks  will  have  acted  prejudicially  against  London 

retaining  her  position  as  the  financial  center Further,  if  we  retain 

the  friendliness  of  these  foreign  bankers,  they  will  show  a  greater  interest  in 
their  clients  dealing  with  traders  in  this  country  than  they  would  show  in  case 
we  became  unfriendly  by  going  into  competition  with  them.^ 

Another  well-known  English  banker  corroborates  this  view. 
Sir  Robert  Harvey,  chairman  of  the  Anglo-South  American 
Bank,  referring  to  Sir  Edward  Holden's  speech,  says: 

I  direct  your  attention  to  a  statement  of  policy  on  the  part  of  the  chairman  of 
one  of  the  foremost  of  these  banks  who  informed  his  stockholders  that  he  con- 
sidered it  to  be  an  incorrect  policy  for  themselves  and  similar  banks  to  establish 
branches  in  foreign  countries,  and  that  he  preferred  to  enter  into  working 
arrangements  with  banks  trading  outside  Great  Britain. 

This  is  a  policy  which  we  cannot  but  think  is,  for  a  variety  of  reasons,  the  cor- 
rect one.' 

It  is  much  more  difficult  for  an  American  bank  to  cover  the 
foreign  fields  by  means  of  banking  alliances  than  by  means  of 
branches.  Our  great  banks  which  have  followed  the  plan  of 
developing  foreign  alliances  have  spent  years  of  patient  endeavor 
in  the  process,  while  a  branch  may  be  established  over  night.    It 

*  The  London  City  and  Midland  Bank,  Ltd.,  Extraordinary  General  Meeting, 
Friday,  September  18.  1918,  pp.  16,  18,  «0. 

*  London  Economist,  October  26,  1918,  p.  593. 
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is  likewise  usually  morr  expnuiive  for  an  American  bank  to  do  iU 
buiiiueiui  throu|^  a  banking  alliance  than  through  its  own  branrfa, 
but  the  fruits  of  a  banking  alliance  ave  very  great  aod  ere  of  a  aori 
that  money  cannot  buy.  By  a  banking  alKanrr,  the  Amerieaa 
bank  secures  the  friendly  cooperation  of  influential  cttiiens  of 
a  foreign  country — the  friendnhip  of  men  of  affairs  who  cannot  be 
hired  tot  a  salary — who  have  no  wish  to  become  the  employes  of 
an  American  (to  them,  a  foreign)  bank,  but  who  are  glad  to  enter 
into  an  arrangement  by  which,  on  terms  oi  equality  with  us.  they 
assist  in  promoting  the  businem  interoourte  ol  the  two  cuiintries. 
Reciprocity,  not  colonization,  niuit  he  the  keywiinl  <»f  mir  filan 
of  int(Tnational  banking. 


The  International  Labor  Situation 

By  W.  Jett  Lauck 
Secretary,  National  War  Labor  Board,  Washington,  D.  C. 

DROADLY  speaking  there  are  two  important  aspects  to  the 
'^  present  international  labor  problem.  The  first  is  definite, 
concrete  and  immediate.  It  has  to  do  principally  with  the  formu- 
lation and  adoption  of  certain  labor  standards,  agreement  as  to 
which  has  slowly  developed  through  the  medium  of  international 
conferences  and  discussions  by  socialist  organizations,  labor  union- 
ists and  other  agencies  during  the  years  preceding  the  war.  The 
conferences  which  have  recently  been  held  directly  or  indirectly 
in  connection  with  the  Peace  Conference  have  finally  resulted  in 
the  crystallization  and  foniial  announcement  of  these  standards. 
The  other  feature  of  the  international  labor  problem  while 
more  intangible  and  remote  is  in  reality  far  more  significant  and  is 
fraught  with  more  far-reaching  consequences.  It  shows  clearly 
the  development  of  a  change  in  the  fundamental  attitude  of  labor 
towards  industry  in  general.  It  carries  with  it  a  more  or  less 
definitely  developed  program  of  constructive  action  which  con- 
templates extreme  modification  or  revolutionary  change  in  the 
relations  between  industrial  workers  and  industrial  institutions 
and  between  the  state  and  industry. — It  holds  forth  the  hop)e  of  a 
more  complete  democracy  which  is  to  be  attained  both  by  the  use 
of  political  action  and  by  the  exercise  of  economic  power  or  pres- 
sure. 

Background  of  the  Present  Movement  for  International 

Labor  Standards 

International  action  affecting  labor  has  in  past  years  taken  shape 
in  (1)  international  socialistic  organization;  (2)  formation  of 
international  trade  union  bodies;  (3)  establishment  of  semi-public 
and  private  associations  of  students  and  workers  interested  in 
social  and  political  reforms;  (4)  official  conferences  and  treaties. 
The  non-official  I  trade  imion  and  socialist  organizations  have 
formed  the  background  of^the  official  phases  of  the  movement. 
They  have  developed  the  motives  for  the  action  taken  and  have 
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supplied  tbe  politica]  and  coooomic  MUictioo  to  Uic  intrmauooAl 
labor  movanent 

International  SooALnr  Momaofr 

The  Socialiit  Intematioiude  is  the  praent  orfpuiixed  tii|yiwiDn 
of  the  international  socialist  niovfiiu-nt.  It  dates  formally  from 
1864  when  Karl  Marx  and  a  group  of  radicab  orymiaed  tbe  Id- 
temational  Workingmen's  Anodation.  This  aMOfiatioii  ooo- 
tinned  active  for  less  than  ten  years,  but  wan  ieviv>ed  in  1880.  Ita 
latest  International  Congress  was  held  at  Copenhagen  in  1010  at 
which  delegates  from  thirty-three  natioos  were  prenot.  The 
earlier  association  held  seven  conferenoes.  The  revival  orfanisa- 
tioo  has  held  nine  international  congresses. 

The  International  Socialist  Bureau,  with  headquarters  at 
Brussels,  was  established  in  1900,  and  is  the  permanent  orgaoin^ 
tion  of  the  national  delegates.  The  so-called  mtematioiial  secre- 
taries have  met  annually  or  more  frequently  since  1004.  The 
executive  committee  is  composed  of  Belgian  socialists. 

Botli  industrial  and  political  reforms  are  on  the  program  ol  thm 
Internationale.  The  resolutions  of  the  1010  Congress  may  be 
taken  as  typical  of  its  demands  of  this  international  socialist 
movement. 

(1)  A  maximum  workdmy  of  eight  liourt. 

(i)  Prohibition  of  work  of  diiklren  under  fourteen  jesn. 

(8)  Prohibition  ol  night  work  except  when  nnowiry. 

(4)  Uninterrupted  rert  of  thirty-«x  boun  once  a  week  «■  a  minimum  for  sH 

workers. 

(5)  Unreitrk?ted  right  of  free  combmation  and  ■Mnriitina 

(6)  Lupection  of  wbrking  conditions  by  authorised  agenciei  npon  whkk 

labor  is  represented. 

In  the  political  field  the  Congress  has  demand<*d  ultimate  eom- 
plete  disarmament  and  the  abolitioQ  of  secret  diplomacy. 


International  Tbaob  UraoNiaii 

The  international  workingmen's  movement  has  developed 
contemporaneously  with  the  mtemalioiial  socialist  nMrrcmeni. 
The  first  general  trade  union  congress  was  held  in  Paris  in  18M» 
and  a  larger  and  more  important  one  in  Zurich  in  1807.  In  lOlt 
about  thirty  trades  were  organised  internationally,  the  largest 
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and  most  important  being  the  metal  workers  and  the  miners,  each 
of  which  had  over  a  million  members.  In  1913  the  international 
secretaries  of  these  various  international  craft  organizations  met 
at  Zurich  for  the  first  time.  The  respective  trades  or  crafts  had 
hitherto  been  holding  their  independent  conferences.  This  joint 
meeting  of  the  secretaries,  or  secretariats  as  the  oflSces  are  termed, 
was  another  move  in  the  direction  of  greater  imity  in  purpose  and 
iiction  of  the  trade  union  movement.  Principally  the  conference 
hoped  to  bring  about  a  closer  association  between  the  International 
Trades  Secretariats  and  the  International  Secretariat  which  rep- 
resented the  various  trades  and  federations. 

Purely  trade  union  activities,  as  distinguished  from  political 
action,  have  absorbed  the  attention  of  the  international  craft 
federations.  All  of  them  have  favored  the  eight-hour  day.  The 
miners  have  advocated  the  nationalization  of  mines.  Transporta- 
tion workers,  dock  laborers,  and  seamen  advocate  the  nationaliza- 
tion of  the  railroads  and  the  means  of  production.  It  has,  as  a 
whole,  represented  the  more  prudent^nd  conservative  elements  of 
the  trade-union  movement. 

The  International  Secretariat  mentioned  above  is  the  central 
executive  organ  of  the  International  Federation  of  Trade  Unions. 
It  was  organized  in  1898.  Before  the  war  twenty-nine  national 
trade  union  federations  were  affiliated  with  it,  together  with  the 
six  federations  in  the  States  of  the  Commonwealth  of  Australia,  or 
altogether  thirty -five  affiliated  federations.  In  addition  tliirty- 
two  craft  federations  were  part  of  the  International  Federation. 
It  claimed  before  the  war  an  affiliated  membership  of  approxi- 
mately 7,500,000.  Eight  international  conferences  have  been 
held — the  last  one  before  the  war,  at  Zurich,  and  one  during  the 
war,  at  Berne,  October  1-4,  1917. 

International  Associations  for  Labor 

Besides  the  political  and  trade-union  organizations  which  the 
workman  himself  has  built  up  internationally,  individuals  outside 
the  labor  movement  have  organized  various  international  bodies 
which  have  concerned  themselves  in  the  cause  of  labor  reform  and 
regulation.  These  are  composed  of  economists  and  interested 
workers  in  the  field  of  labor  reform.  Among  the  associations  of 
the  kind  may  be  mentioned  the  International  Congress  on  Occupa- 
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tional  DiMMet;  Intemmtioiul  AModation  oo  Diieinplo>iiimt; 
Pcmuuient  Intenuitional  Committee  on  Social  InfunuKv;  In- 
temationAl  AAsodation  for  the  Protectioii  of  Native  Labor;  aod 
the  International  AModation  for  Labor  LrtrUetfan,  TW  lattar 
it  the  most  important.  It  was  formed  b  Pariji  in  1900  by  a  group 
ol  economists  who  iiu*t  at  the  time  of  the  Paris  Rxpositioii  of  thai 
date.  In  1901  a  permanent  international  labor  oAoe 
The  office  has  a  semi-official  character  as  it  is  supported  by 
tributionM  voted  by  the  various  countries  reprfsentrd  in  the 
While  twenty-five  countries  have 
of  the  IiittTiiutional  AssodatioD  only 
to  its  support  funds  voted  from  the  respective  public  treasuries. 
Seven  conferences  have  been  held  by  the  associatioOt  the  latest  at 
Zurich  in  1912  in  which  twenty-two  countries  partidpaied.  Vari- 
ous delegates'  meetings  have  been  held  between  sfssions  of  the 
more  formal  conferences. 

This  International  Association  for  LslK>r  lx*^**lutif>ii  has 
dosely  and  influentially  associated  i^nth  the  drafting  aiui 
tion  of  international  labor  conventions  and  treaties.  It  has 
publi.shetl  studies  and  outlined  policies  in  such  matters  as  the 
proliibition  of  the  night  work  of  women  and  children,  um*  of  the 
dangerous  white  or  yellow  phosphorus  in  mati'h  man ii fact iiring* 
administration  of  labor  laws,  protection  of  workmen  from  aod- 
dent  and  disease,  weekly  rest  day,  and  hours  of  labor  in  continu- 
ous industries.  The  most  recent  action  of  the  asfociation  was  the 
submission  in  June,  1918»  of  a  memorandum  requesting  the  incor- 
poration in  the  final  peace  treaty  which  will  formally  terminate 
the  World  War  of  a  program  of  international  lal>or  legislation. 
It  was  proposed  that  the  intematiomd  lalnir  ofHiv  should  be  made 
the  official  agency  for  the  enforcement  of  tlie  international  labor 
standards  which  it  was  hoped  would  become  a  part  of  the  future 
organisation  of  the  nations. 

OmciAL  International  Action  Pbior  to  thk  Wam 

As  the  result  of  the  activities  primarily  of  the  latrmatioMd 
Association  for  Labor  Legislation  a.h  well  as  of  fa\-orable 
support  on  the  part  of  certain  European  gmnniif  lit 
of  international  oooforenoes  were  held  before  the  war 
Ubor  treaties  were  entered  into  between  dif  ercnt  uMmtries.    Al- 
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together  tliexe  have  been  signed  thirty  bipartite  agreements  affect- 
ing twelve  £urop>ean  countries  and  four  non-European  states  or 
colonies.  Two  p>olypartite  treaties  were  signed  as  a  result  of  the 
Berne  conferences  of  1906.  The  treaties  or  agreements  entered 
into  by  the  various  nations  fall  into  three  groups  or  classes:  (1) 
Those  affecting  the  movement  of  labor,  i.e.,  emigration  and  immi- 
gration conventions;  (2)  those  respecting  equality  or  reciprocity 
of  treatment  of  native  and  alien  labor;  and  (3)  those  providing  for 
uniform  labor  standards  in  the  signatory  countries. 

The  treaties,  falling  into  that  class  which  aim  to  accord  to  alien 
workmen  the  advantages  of  the  labor  legislation  of  the  country  to 
which  they  migrate,  were,  before  the  war  twenty-seven  in  number, 
four  being  savings  bank  agreements,  four  social  insurance  con- 
ventions, and  nineteen  having  to  do  with  accident  insurance. 
Thus  this  group  of  treaties  covers  the  larger  part  of  all  interna- 
tional agreements.  The  savings  bank  agreements  permit  citizens 
of  one  country  to  transfer  deposits  without  charge  from  the  savings 
banks  of  the  other  country.  Social  and  accident  insurance  trea- 
ties make  applicable  to  resident  alien  workmen  the  terms  of  the 
laws  of  the  country  of  their  employment  or  grant  to  alien  depend- 
ents of  native  workmen'  the  benefits  of  the  law  of  the  country  of 
their  employment  or  grant  to  alien  dependents  of  native  workmen 
the  benefits  of  the  law  of  the  country  of  the  alien  workman  entitled 
to  benefits  under  such  law. 

Besides  the  above  savings  banks  and  insurance  conventions,  and 
belonging  in  the  class  of  treaties  granting  equality  of  treatment  of 
native  and  alien  workmen  in  various  countries  are  two  special 
treaties  entered  into  between  France  and  Italy  and  between  France 
and  Denmark.  The  former,  ratified  as  of  June  10,  1910,  provides 
reciprocal  protection  of  children  under  the  labor  and  educational 
laws  of  the  countries;  the  latter  ratified  August  9, 1911,  subjects  to 
arbitration  every  issue  raised  between  the  countries  concerning 
their  respective  labor  laws. 

Treaties  which  have  affected  labor  standards  in  the  adliering 
countries  have  been  more  difBcult  of  negotiation.  In  fact  only 
two  such  agreements  are  in  force,  namely,  those  relating  to  the 
prohibition  of  the  night  work  of  women  and  of  the  use  of  white  or 
yellow  phosphorus  in  matches.  Both  of  these  were  signed  at 
Berne,  September  26,  1906.     Thirteen  European  countries  sub- 
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scribed  to  thf  agrerairiii  to  prohibit,  with  oertjun 

night  work  of  women.     It  provided  that  night  work  in 

employment  sliould  Ix*  prohibited  for  all 

tion  of  age  within  certain  exceptioiis. 

the  necessary  period  of  night  rest  including  the  period  10  p.  m.  to 

5  a.  m.    The  ti>eaty  as  to  tlie  prohibition  of  phosphor 

factoring  matches  although  originally  signed  by  only 

tries  has  practically  beoome  effecttire  throu^ioiit  the  workL 

Propoaala  roR  Labor  Participation  is*  thr  Pbacb 

CONFBRSMCK 

After  Europe  had  become  involved  in  war.  di  n  of  the 

way  in  which  voice  should  be  given  to  organ izeti  Ulior  opinion 
regarding  tlie  final  treaty  of  peace  centered  around  two  imiposab: 
(1)  for  a  labor  and  socialist  conference  at  the  same  time  and  place 
as  the  Peace  Conference;  (2)  for  labor  representation  in  the  peace 
delegations  of  each  of  the  countries  participating  in  the  irttlcv 
ment. 

The  first  proposal  was  luadc  originally  by  the  American  Federa- 
tion of  Labor  at  it^  annual  (convention  in  1914,  and  specified  that 
the  conference  should  be  international.  The  Canadian  Trades 
Union  Congress  and  the  Frencii  Confederation  Generale  du 
IVavail  both  indorsed  the  American  proposal  after  a  ooondcrable 
lapse  of  time,  but  other  allied  labor  groups  preferred  an  inter- 
allied instead  of  an  international  meeting.  The  British  Trades 
Union  Gmgress  in  1916  voted  2  to  1  against  the  American  mobon, 
but  in  1917  the  Congress  not  only  voted  that  an  international 
conference  was  a  necessary  preliminary  to  peace,  but  in  October, 
191K,  joIikkI  with  the  British  Labor  Party  in  making  a  formal 
request  of  the  British  government  for  permission  to  attend  such  a 
conference. 

The  principle  of  an  inter-allied  conference  was  indorsed  by 
both  inter-allied  conferences  held  in  London  in  1018.  The  Fehra* 
ar>'  conference  appointed  a  commission  to  organise  dglfgifw  to 
tlie  conference. 

The  second  proposal,  namely,  for  labor  reprsMntatioo  in  the 
Narious  peace  delegations,  was  first  urged  by  the  American 
Federation  of  Labor  at  its  1916  convention.  The  Berne  confer* 
encc  of  October,  1917,  framed  a  resolution  asking  for  the  partictpa^ 
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tion  of  trade  union  representatives  in  the  consideration  of  social 
and  economic  questions  at  the  Peacv  Conference.  The  Confedera- 
tion Generale  du  IVavail  and  Uie  Inter-Allied  Labor  and  Socialist 
Conference  of  February,  1918,have  each  voted  for  labor  representa- 
tion at  the  peace  table.  The  British  Labor  Party  and  the  Trades 
Union  Congress  also  requesU»d  the  British  government  to  include 
an  official  representative  of  labor  in  the  peace  delegation.  A 
similar  request  was  made  to  the  French  government. 

The  most  conspicuous  definition  of  allied  war  aims  by  labor  was 
furnished  by  the  Memorandum  on  War  Aims  framed  by  the 
British  Labor  Party  and  the  Trades  Union  Congress  jointly.  The 
war  aims  were  originally  drawn  up  by  a  subcommittee  of  the 
national  executive  of  the  Labor  Party,  con^sting  of  Arthur  Hend- 
erson, Ramsay  MacDonald,  F.  W.  Jowett,  G.  H.  Roberts,  George 
J.  Wardle,  and  Sidney  Webb.  They  were  presented  to  the  Later- 
Allied  Labor  and  Socialist  Conference  in  London,  August,  1917, 
but  agreement  on  the  terms  was  not  reached  and  a  standing  com- 
mittee was  appointed  to  give  further  consideration  to  the  memo- 
randum. The  following  month  the  Trades  Union  Congress  and  the 
Labor  Party  joined  forces  in  the  task  of  bringing  about  a  general 
agreement  of  war  aims  among  the  working  classes  of  the  alhed 
nations.  The  aims  were  revised,  and  after  approval  by  the  na- 
tional committees  of  the  two  bodies,  were  presented  to  Premier 
Lloyd  George  as  the  opinion  of  the  organized  workers  of  Great 
Britain.  The  memorandum  was  accepted  by  the  Labor  Party  in 
conference  on  January  23-25,  1918,  and  by  labor  representatives 
of  the  allied  nations  in  conference  on  February  20-2S,  1918. 

The  Labor  Commission  of  the  Peace  Conference 

With  the  assembUng  of  the  Peace  Conference  in  Paris,  a  Com- 
mission on  International  Labor  Legislation  was  designated.  Its 
president  was  Samuel  W.  Gompers,  president  of  the  American 
Federation  of  Labor.  Among  its  other  members  were  the  prom- 
inent Belgian  socialist,  Mr.  Emile  Vandervelde,  minister  of  justice 
in  the  Belgian  government;  Mr.  George  M.  Barnes,  former  labor 
member  of  the  British  War  Cabinet,  representing  England;  and 
M.  Colliard,  minister  of  labor  in  the  French  Cabinet.  The 
commission  began  its  sittings  early  in  February  and  issued  its 
report  on  Maich  5,  1919. — During  this  period  a  labor  and  socialist 
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conference  wat  abo  held  at  Berne  wHli  •oetmliflt  rtpweeuUli 
from  Austria  and  Germany  pment,  and  an  elaborate  avies  of 
reoommendationa  issued. 

The  Report  of  the  Labob  ComoaaiON 

The  report  of  the  Labor  Commiaaion  of  the  PMoe  Coninenoe 

practically  constitutes  a  demand  that  an  international  labor 
diarter  sliall  bo  included  in  the  peace  treaty.  The  draft,  aa 
adopted  by  the  commission  is  prindpally  baaed  upon  the  British 
proposals. 

The  commission's  report  demands  the  adherence  of  the  powers 
signatory  of  the  treaty  of  pence,  to  iho  Berne  1906  international 
convention's  resolutions  forbidding  night  work  for  women  em- 
ployed in  industry,  and  the  use  of  white  pho»phonis  in  match 
industr}*;  it  promulgates  the  refonns  adopted  at  the  Berne  10  IS 
conference,  and  intrusts  the  international  labor  conference,  pro- 
vided for  in  the  report*  with  the  realization  of  a  scries  of  rtfomui, 
which  briefly  analyzed  are  as  follows: 


1.  No  childrM  under  fifteea  ymn  ol  sgc  to  be  Mpiny  td  ia 

2.  Young  people's  employment  to  be  Mbject  to  s  number  of 


S.  LimiUtion  of  the  working  di^*  for  wurkcfi  to  eight  boon  in  factories  end 
mines; 

4.  Seturday  half-hotkley  to  be  introduced  into  all  eoantriee: 

5.  Weekly  rest  ol  at  least  thirty-eizhoarm.tAken  from  Saturday  to  MotMiay. 
to  be  allowed; 

6.  All  kwi  and  ocders  dealing  with  the  prolactkio  of  workers  to  apply  in 
general  to  home  industries; 

Social  insurance  laws  shall  he  extended  to  home  industnrs; 
8.  Special  protection  and  insurance  for  motherhood  b  pnmdsd.  and  wowen 

are  not  to  be  employed  in  mines  or  dangeroos  tndee; 
0.  Women  are  to  receive  equal  pay  with  nwn  for  the  Mme  work; 

10.  An  international  achedule  of  deleterious  mat^ials,  which  mrm  u^  \» 
prohibited,  shall  be  kept; 

11.  Railway  cars  of  all  countries  must,  within  five  years,  be  6iieu  with 
automatic  couplers  adaptable  to  all  oars; 

U,  Medkal  inspection  of  persoos  employed  in  home  tudueUles  is  to  be  ar- 
ranged, and  inspectMNi  of  dwdUng  bouses; 

IS.  No  hindrance  is  to  be  put  to  the  free  combination  and  naneialion  el 
workers  in  aO  countries  and  the  infrinaBOMni  of  this  fvle  is  to  be  meat  a 
ponUiable  offense; 

14.  Fkxekn  workers  shall  hare  the  right  to  wages  and  <^eiiKlhws  of  work 
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agreed  to  between  the  trade  unions  and  employers  of  trade.  Failing 
such  agreements,  foreign  workers  shall  have  the  right  to  wages  custom- 
ary in  the  locality; 

15.  There  is  to  be  no  prohibition  of  emigration  or  of  immigration  in  a  general 

way,  this  rule  not  to  affect  the  right  of  the  state  to  restrict  immigration 
temporarily  in  a  period  of  economic  depression  or  for  the  protection  of 
public  health; 

16.  The  state  shall  be  free  to  enforce  a  certain  standard  of  education; 

17.  Wages  boards  with  equal  representation  of  employers  and  workers  shall 

be  set  up  by  the  governments  for  the  fixing  of  the  legal  minimum  rates 
of  wages  in  cases  where  collective  agreements  between  the  workers' 
trade  union  and  employers  have  proved  impossible; 

18.  Unemployment  is  to  be  provided  against  by  the  linking  up  of  the  existing 
labor  exchanges  so  that  information  can  be  provided  with  regard  to  the 
demand  and  supply  of  labor; 

19.  Unemployment  insurance  shall  be  established  in  all  countries,  as  well  as 
state  insurance  against  industrial  accidents; 

20.  A  special  code  of  law  for  the  protection  of  seamen  is  also  to  be  e»- 
tablished. 

Labor  departments  of  each  state,  and  their  industrial  inspectors, 
shall  in  the  first  place  be  responsible  for  the  establishment  of  these 
international  standards,  but  for  the  more  effective  carrying  out  of 
the  treaty  and  the  further  protection  of  international  labor  regula- 
tions, the  contracting  states  are  required  to  set  up  a  pennanent 
commission  consisting  equally  of  representatives  of  the  states 
which  are  members  of  the  League  of  Nations  and  the  International 
Trade  Union  Federation.  It  shall  be  t;he  duty  of  this  commission 
to  call  yearly  conferences  of  representatives  of  the  contracting 
states  for  the  purpose  of  promoting  industrial  labor  legislation. 
The  conference  is  clothed  with  power  to  adopt  binding  regulations 
witliin  the  range  of  its  powers.  The  stipulation  is  further  made 
that  at  least  half  of  the  voting  members  of  an  annual  conference 
shall  consist  of  the  representatives  of  tlie  organized  workers  of 
each  country.  The  adoption  of  these  proposals,  as  can  be  readily 
seen,  would  have  a  far-reaching  effect  upon  the  labor  standards  of 
some  of  the  countries  involved. — They  would  also  result  in  more 
nearly  equalizing  international  competitive  conditions  in  industry. 
The  provision  for  annual  conferences  with  ix)wer  to  issue  binding 
regulations  would  also  add  to  the  guarantee  of  their  general 
acceptance  and  application. 
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RmfDAircNTAL  Intbbicational 

Aside  from  Uic  adoption  of  these  far-reaching  international 
standardii,  the  international  lal>or  situation  is  also  eharartcriaed 
by  certain  fundamental  tendenden  whirJi  are  even  matt  fignificant. 
— ^Tbe  most  revolutionary  expression  of  this  grncral  movement  ia 
to  be  found  in  tlie  actual  attempt  of  the  Soviet  RcpubHc  b 
to  socialise  or  nationalise  land  and  industry  and  the 
intention  of  the  new  German  and  Hungarian  governments  to 
adopt  a  modifit*d  program  of  tlie  same  general  character. — In 
Great  Britain  the  same  tendency  has  abo  become  numifest 
although  in  a  much  more  conservative  form. — Tn  the  United  States 
a  program  of  like  import  is  being  advocated  and  the  same  fimda- 
menUl  tendency  is  observable. 

A  Peacefui.  Revolution  in  Enqlaiid 

The  course  of  events  in  England  may  be  accepted  as  an  index 
of  the  genera]  tendency  in  industrial  relations  in  the  other  great 
coimtrit*8  of  the  Western  world.  There,  indeed,  the  determination 
of  Uie  workers  upon  real  democracy,  equal  industrially  and  politi- 
cally, is  effecting  a  revolution  of  the  system.  But  it  is,  in  a 
remarkable  sense,  a  peaceful  revolution.  Noidiere  and  in  no 
prnod.  marked  by  the  abandonment  or  overthrow  of  establialied 
«ii-t«>in  or  vested  authority,  has  a  government  or  the  powerful 
groups  within  its  domain  displayed  with  such  emphatic 
the  superiority  of  brains  over  bullets  in  the  !)ridging  of  a 

To  the  outside  world,  the  situation  in  England  has  been  a  threat- 
ening one  since  the  beginning  of  the  war.  The  aigning  of  the 
annistice  signalled,  it  seemed,  the  inception  of  dx-il  strife,  but  the 
quality  of  common  sense  had  been  so  widely  diffused,  not  only 
among  the  parties  to  the  industrial  e({uation  but  also  among  thoae 
in  whose  hands  rest  the  delegated  political  power,  that  the  menace 
of  a  destructive  industrial  conflict  has  been  actually  made  the 
v^k:le  for  a  national  and  co5perative  endeavor  so  to 
the  system  as  to  meet  and  go  with  the  tide  of  sentiment  and 
viction  for  a  drastic  change.  Instead  of  a  period  of  fhtiUeas 
sabotage  and  open  warfare,  snspeDding  production  and  impovcfUi- 
ing  the  nation,  the  British  effort  has  proceeded  so  far  as  to  jm0fy 
t  lie  statement  that,  in  peace,  the  will  to  war  has  been  overrome  by 
reason  and  the  relations  of  what  were  prosperti%T  enemies  so  rr«d- 
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justed  as  to  indicate  that  industry  is  at  the  dawn  of  a  new  day — 
the  day  of  100  per  cent  of  i>ossible  production. 

Unquestionably,  the  outstanding  fact  in  Uie  current  readjust- 
ment in  England  is  that  industrial  self-government  has  been 
established.  Control  of  the  lives  of  the  industrial  collectivity  by 
absentee  capitalists  has  given  way  to  machinery  for,  if  not  actual 
exercise  of,  control  from  witliin  by  joint  action  of  management 
and  employer.  The  arbitrary  authority  of  the  exploiter  has  suc- 
cumbed to  the  will  of  the  mass  for  participation  in  the  decisions. 
This  has  been  accomplished,  first,  by  the  organized  and  enlightened 
desire  of  the  workers  and,  second,  by  the  readiness  of  government 
and  employers  to  see  in  that  desire,  not  a  heresy  to  be  put  down  by 
force  of  arms  and  ruinous  lockouts,  but  a  clue  to  an  inevitable  new 
chapter  in  the  history  of  human  progress. 

On  the  other  hand,  an  amazing  switch  of  attitude  on  the  part  of 
the  organized  workers  toward  the  question  of  production  lias  been 
observed.  In  a  comparatively  short  time  old  and  almost 
ingrained  ideas  of  restrictions  on  output  have  been  discarded  in 
favor  of  an  intelligent  awareness  that  production  is  the  only 
measiu*e  of  the  return  upon  industrial  effort  and  the  indications 
are  for  a  harmonious  coordination  of  brains  and  brawn  toward 
every  ounce  of  production  of  which  the  machine  is  capable. 

There  has  been  a  mutual  change  of  heart  among  employers  and 
workers  with  respect  to  organization.  Employers,  once  the 
hated  enemies  of  the  workers  in  their  efforts  to  band  together,  now 
as  a  rule,  do  not  see  evil  in  labor  unionism  and,  indeed,  express  a 
desire  to  see  the  workers  fully  organized.  The  opposition  of 
workers  to  federations  of  employers,  once  considered  a  piratical 
attempt  to  enslave  the  mass  by  concentrating  a  class,  is  gone.  In 
its  place  is  a  wish  to  have  all  employers  organized  so  that  all  of  the 
workers  and  all  of  the  employers  may  work  hand  in  hand.  This 
summary  deliberately  ignores  the  radical,  and  powerless,  minority 
which  would  smash  all  and  reconstruct  a  new  society,  for  the 
reason  that  the  importance  of  this  minority,  by  this  time,  must  be 
admitted  to  be  inconsiderable. 

At  the  suggestion  of  the  government  (the  Whitley  Commission) 
employers  and  workers  are  forming,  above  the  shop  and  plant 
groups,  councils,  representative  of  both  sides,  to  govern  entire 
industries  and,  above  that,  industry  as  a  whole,  on  the  basis  of 
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priii<Mi)lt*fl  guaranteeing  full  juatioe  to  eway  indiTkliial,  the  right 
of  every  family  to  a  fixed  minimufn  ttaadaiti  of  Itriiif,  the  right 
of  every  worker  to  tuflkient  oppoKunity  far  the  punmit  of  fpiritual 
and  intellectual  satiifaction. 

Through  the  machinery  of  an  industrial  partiament,  all  of  the 
dements  of  society  in  England  have  oome  lofethcr  in  agreement 
upon  the  applicntion  of  certain  ri^^ts.  abeady  conceded  in 
principle.  On  April  5,  1919,  this  Parliament,  comprMng  800 
repveaentatives,  approved  the  program  of  its  sub-conmitlee  calling 
for  the  fonnation  of  a  national  indtutirial  council,  universal  opera* 
tion  of  induistry  on  the  basis  of  a  forty -eight-hour  week«  a  imivenal 
minimum  wage,  maintenance  of  unemployed,  and  raising  of  the 
age  of  child  workers. 

That  the  nuumer  in  which  the  government,  the  employers  and 
the  constituted  leaders  of  organised  labor  have  collaborated 
during  the  past  six  months  has  the  whole-hearted  approval  of  the 
mass  of  workers  is  not  to  be  doubted.  Pwticiilari|y«  is  this 
believed  to  be  correct  in  view  of  certain  developments  nnoe  the 
signing  of  the  armistice.  All  England  looked  for  industrial  atitfe. 
Qualified  persons,  excellent  observers  no  hmger  discussed  what  was 
going  to  happen.  They  had  reached  the  seoood  stage  and  wwe 
speculating  upon  the  forms  the  revolotioo  would  take.  Some 
had  predicted  that  the  trade  union  officials  would  be  torn  from 
their  places  of  authority  and  strong  rebels  given  the  mandate  to 
lead  the  working-class  conquest.  What  actually  happened  was 
that  the  revolution  was  started  but  ne\'er  finished.  As  a  bud  too 
early  in  the  spring  it  lived  a  brief  day.  The  workers'  council  in 
Belfast  mimicking  the  Russian  development  swajed  to  and  Iko 
and  then  fell  dead.  The  revolt  on  the  Qyde  had  been  expeeled 
and  happened  and  oeaaed  to  happen.  Glasgow  underwent  a  spell 
of  frenz>\  Down  in  I»ndon  the  underground  railwaymen  tied  the 
city  up  for  awhile.  But  the  mass  of  the  workers  held  alooC. 
NeverUieless,  there  came  a  day  when  affairs  seemed 
The  Triple  /Vlliance,  comprising  the  mincfs,  the  railway 
and  the  transport  workers,  presented  demands,  the  rejectiQa 
of  which,  it  was  officially  stated,  meant  a  general  strike,  paralyiiiHi 
and  if  continued  long  enough,  starving,  England .  But  the  work  ol 
wisdom  had  proceeded  too  far.  The  industrial  paHiament  had 
secured  the  faith  of  the  nation,  and  there  was  a  decidedly  favoi^ 
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able  reaction  on  the  part  of  the  miners  to  tlie  action  of  the  govern- 
ment in  starting  a  searching  investigation  of  every  fact  about  the 
digging  and  disposition  of  coal.  Against  a  quarter  of  a  milhon 
miners  who  continue  to  work,  there  are  now  about  60,000  now  on 
strike,  and  they  are  confined  to  the  most  radical  section  of  "  Radical 
Wales." 

Tendenctes  in  the  United  States 

As  compared  with  the  United  States  conditions  in  the  past 
in  England  have  been  less  favorable  to  the  British  worker  and  the 
British  worker  has,  by  the  force  of  circumstances,  a  more  deep- 
seated  feeHng  of  solidarity.  During  recent  years  in  Great  Britain 
education  in  economics  has  spread  among  the  workers  through  a 
sjrstem  of  so-called  tutorial  classes,  meeting  one  night  a  week. 
Leaders,  organizers,  secretaries,  and  conmiitteemen  have  been 
developed  in  surprisingly  large  numbers.  The  workers  are 
organized  in  greater  proportion  than  the  workers  in  the  United 
States. 

It  is  still  the  fact,  however,  that  the  outlook  in  the  United 
States  is  for  a  close  application  of  the  British  experience.  Al- 
though the  American  Federation  of  Labor,  and  the  old  hne  labor 
leaders,  have  not  deviated  from  their  former  fight  for  standards, 
the  war  has  infused  into  the  industrial  hfe  of  the  country  a  new 
conception  of  the  relation  of  the  worker  to  his  job  and  to  his  em- 
ployer, and  vice  versa.  In  what  might  be  termed  a  bill  of  industrial 
rights,  drawn  up  by  representative  labor  leaders,  employers  and 
representatives  of  the  public,  acting  under  the  name  of  the  War 
Labor  Conference  Board  during  March,  1918,  the  government 
of  relations  between  workers  and  employers  in  war  industries  was 
to  be  based  upon  certain  guarantees  and  rights,  among  them  con- 
cessions which  had  until  that  time  been  the  i)rovoking  causes  of 
innumerable  strikes  and  disputes.  The  right  of  workers  to  or- 
ganize without  fear  of  loss  of  their  jobs  probably  was  the  most 
significant  of  the  clauses  of  the  agreement.  It  also  granted  the 
same  right  to  employers;  established  the  eight-hour  day  as  a 
principle  of  right  if  not  actually  to  be  applied  universally;  recog- 
nized and  aflBrmed  the  right  of  every  worker  to  a  hving  wage — a 
wage  suflBcient  to  insure  the  subsistence  of  the  worker  and  his 
family  in  health  and  reasonable  comfort — ^and  placed  the  toil  of 
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women  upon  a  plane  of  vaJiir  rqtial  to  that  of 
€*qual  pay  for  equal  work  performed. 

Tlie  War  Labor  lioard  was  luhscqumtly  formed  and  puDiiiahil 
to  (conciliate  and  arbitrate  indujftrial  contitnreraiei  in  aecordaace 
with  tlieie  principles,  and  in  tlie  application  cjf  the  principle  of 
collective  bargain iii^  was  forced  to  set  up  syatems  of 
which  now  8et*iii  to  Ih*  tlie  foundation  for  a 
American  industrial  life.  In  evcty  case  ooUecttve  bargainiBg 
granted  as  a  right  Under  the  guidance  of  admmklrtttors  as- 
signed by  the  board,  workers  held  shop  and  plant 
committees  from  among  their  feUown,  and  theae 
proceed  to  function  as  representatives  of  the  whole  group  of 
workers  in  such  nmtters  as  the  fixing  of  wagea»  determinalioQ  of 
hours,  scttleineut  of  grievances,  and  conditioiis  of  employment. 
Under  tlie  stimulus  of  tlie  action  of  tiiis  board,  the  principle  of 
collective  bargaining  has  been  extend(*d  in  an  extraordinary  way. 
and  has  been  the  occasion  for  the  consideration  and  adoplioii  of 
committee  systems  in  many  of  the  basic  industries  ol  the  country. 

Out  of  the  war,  and  its  consequent  high  costs  of  necemitaes,  and 
out  of  the  inspiration  fiUTiudied  by  the  workers  of  Great  Britain, 
to  say  nothing  of  the  thinking  that  the  war  has  aroused  in  every 
man  and  woman,  there  has  also  developed  in  America  a  type  of 
unrest  that  will  not  be  allayed  by  the  mere  winning  of  incw— rd 
wage  rates,  shorter  hours.  This  fact  has  been  made  manifest  in  a 
variety  of  circumstances,  not  the  least  of  which  has  been  the  for- 
mation of  labor  parties  with  constructive  political  programs  in 
various  industrial  centers.  Definitely,  this  is  not  significant  as 
an  indication  of  a  labor  revolt,  but  it  is  significant  as  an  mdication 
of  a  state*  of  mind. 

Above  all  other  attempts  to  ex]>re88  the  needs  of^the  changinf 
time  in  America  up  to  date  stands  tiie  program  of  the  Roman 
(  atholic  War  Council.  This  program,  drawn  by  a  committee  of 
four  bishops  of  the  church,  not  alone  enoourages  labor  to  mast 
wage  reductions  and  advocates  sudi  steps  as  the  cstahlishment  of 
cooperative  stores  to  be  owned  by  the  working  class, 
competition  with  monopolies,  a  legal  minimum 
surance  against  illness,  unemployment  and  old  age  and  the  tanp 
tion  of  child  labor  out  of  existence,  but  it  also  a 
ment  of  labor  to  obtain  a  voice  in  the  manvgimnnt  ol 
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and,  even  goes  so  far  as  to  declare  that  industry  must  somehow 
pass  into  the  o\niership  of  those  who  operate  it,  asserting  that 
**  the  full  possibilities  of  production  will  not  be  realized  so  long  as  a 
majority  of  the  workers  remain  mere  wage  earners. " 

The  capitalist,  says  the  report  and  program,  "must  cultivate 
and  strengthen  within  his  mind  the  truth  ....  that  tlie 
laborer  is  a  human  being,  not  merely  an  instrument  of  production; 
and  that  the  laborer's  right  to  a  decent  livelihood  is  the  first 
moral  charge  upon  industry. "  And,  further,  a  living  wage  is  not 
necessarily  the  limit  of  the  workers*  just  demands,  in  the  opinion  of 
the  bishops,  for  "after  all,  a  living  wage  is  not  necessarily  the  full 

measure  of  justice In  a  country  as  rich  as  ours,  there 

are  very  few  cases  in  which  it  is  possible  to  prove  that  the  worker 
is  getting  more  than  that  to  which  he  has  a  right  if  he  were  paid 
something  in  excess  of  this  ethical  minimum. " 

In  the  general  tendency  towards  the  adoption  of  collective 
bargaining  in  this  country,  however,  lie^  the  chief  analogy  to  the 
English  situation.  Works  committees  will  undoubtedly  in  time 
come  under  the  control  of  organized  labor.  They  will  in  turn  b<* 
federated  into  district  boards  and  into  joint  industrial  councils 
covering  the  basic  industries.  These  councils  will  in  their  turn 
be  federated  into  a  national  industrial  council  or  congress  in  which 
representatives  of  employers  and  employees  will  meet  to  discuss 
labor  and  industrial  problems.  As  a  matter  of  fact,  at  the  present 
time  a  national  industrial  congress  to  consider  measures  of  labor 
readjustment  is  being  vigorously  agitated. 

The  Significant  Factor  in  the  International  Labor 

Situation 

In  the  light  of  these  events  and  tendencies  the  conclusion  is 
irresistible  that  the  great  war  which  has  just  closed  marks  the 
beginning  of  a  new  and  revolutionary  era  in  its  bearing  upon 
industrial  relations  and  conditions.  The  significance  of  the 
French  Revolution  of  more  than  a  hundred  years  ago  was  political. 
It  marked  the  beginnings  of  political  democracy.  After  a  cen- 
tury's experience  with  political  democracy  the  workers  of  the 
world  seem  to  have  reached  the  decision  that  political  democracy 
without  a  corresponding  measure  of  economic  rights  and  freedom 
is  a  sham  and  a  delusion.     In  one  way  or  another,  they  are  reach- 
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mg  out  for  the  means  of  adjuitment  of  ecooomfe  inftttutioiif  to 
democratic  ideak.  They  are  teddnf  to  gab  this  tad  both  by  a 
larger  degree  of  control  in  the  direct  management  of  mduitry  from 
withm  and  by  the  coeroon  and  directaon  of  indivlrx  throQgb 
political  action.  The  effect  by  eilhar  method  btowaidiiiidiialrial 
democracy.  This  is  really  the  significant  feature  of  the  labor 
problem  both  nationally  and  intemationany  at  the  preaent  time. 
The  labor  movement,  while  it  is  directly  coooemed  with  higher 
standards  and  better  conditaoos,  is  no  less  indirrctly  striving 
towards  the  subordination  of  our  industrial  institutions  to  our 
political  institutions  and  ideak.  The  int(*mational  lalior  problem 
^-ill  hereafter  consist  in  the  development  and  adaptation  to  our 
political  institutions  of  a  system  of  industrial  eoostitutioDalism 
and  judicialism.  This  will  be  brou^t  about  by  the  effort  to 
realize  industrial  democracy. 


Hours  of  Labor  in  Foreign  Countries 
By  Leitur  Magnusson, 

Bureau  of  Labor  Statistics,  United  States  Department  of  Labor 

^T^HE  universal  8-hoiir  day  appears  to  be  in  slow  process  of 
-*■  realization.  An  age-old  demand  of  the  workers  of  the 
world,  it  is  now  one  of  the  principal  outcomes,  as  far  as  labor  is 
concerned,  of  the  various  social  revolutions  breaking  over  Europe. 
The  realization  of  an  8-hour  day  is  the  most  significant  evidence 
of  determination  on  the  part  of  the  worker  to  assume  a  station  of 
respect,  authority,  and  leisure  among  his  fellows. 

That  work  is  a  means  to  an  end,  and  that  diversity  and  a 
leisure  for  the  cultivation  of  home  life,  social  pleasures  and  the 
higher  virtues  is  the  end  of  life  constitute  the  underlying  phil- 
osophy of  the  short  hour  movement.  However,  it  is  undoubtedly 
true  that  the  8-hour  day  is  now  receiving  its  strongest  support 
from  the  idea  that  shortening  hours  will  require  a  larger  man 
power  to  sustain  production.  This  is  peculiarly  a  trade  imion 
doctrine,  and  has  been  pressed  home  at  present  on  account  of  the 
threat  of  unemployment  under  demobilization  of  the  vast  armies. 

Yet  in  the  long  nm  it  remains  true  that  the  deepest  justification 
for  the  shorter  workday  is  not  economic  but  cultural  and  social. 
Shorter  hours  mean  a  higher  degree  of  education  for  the  workers, 
more  pleasure  in  the  work,  whatever  it  may  be,  and  make  possible 
improved  housing  and  higher  standards  of  living.  The  education 
of  the  public  forum  and  the  public  press  cannot  be  effective  for 
that  part  of  our  population  which  is  required  to  work  for  hire  10 
and  12  hours  a  day.  Moreover  work  done  continuously  for  such 
hours  necessarily  becomes  monotonous  and  depressing  and  there 
is  need  to  counterbalance  its  untoward  effects  upon  the  human 
psychology  by  some  means  of  recreation  and  pleasure. 

But  this  again  the  long  hours  of  work  prevent  because  it  is 
necessary  that  the  worker  should  have  his  home  near  his  place  of 
work  in  the  crowded  industrial  centers.  Not  until  the  laborer  is 
assured  of  a  shorter  workday  will  it  be  possible  for  him  wholly  to 
live  in  houses  of  pleasant  rural  or  suburban  surroundings  distantly 
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removed  from  his  place  of  work.  The  houn  m  man  works  become 
frequently  a  deter niining  factor  in  the  character  of  his  home  and 
home  life. 

Ultimately,  too,  tlie  most  itnportant  test  of  the  standard  of 
living  of  a  people  is  tlie  hours  of  lalior  of  iU  working  foioes.  The 
continents  of  Asia  and  Africa  are  the  countries  of  k>w  standards 
where  people  live  nearest  Uic  line  of  bare  subsasteoce  and  suffer 
most  from  ruthless  ei^loitation.  These  countries  are  also  the 
home  of  the  11  and  the  12-hour  day. 

Hours  op  Labor  in  thb  PRntciPAL  Industrial  ComfTSODa 

Few  countries  publish  adequate  Ktalistics  as  respects  the  hours 
of  work  in  their  induiitricii.  Very  few  have  as  full  daU  on  the 
subject  as  arc  contained  in  tiie  reports  uf  Uie  Tnittxl  States  Census 
Bureau,  tlie  Federal  Bureau  of  Labor  Statistics  and  the  Tarious 
state  bureaus  of  labor,  factory  inspection  oflkes  and  industrial  com- 
missions in  this  country.  Data  on  hours  of  labor  in  diflfcrent indus- 
trial countries  arc  to  be  had  only  from  vt*r>'  diverse  sources^  as  will 
appear  in  this  compilation.  The  most  reliable  data  are  probably 
those  furnished  in  various  reports  on  collective  agreements  gotten 
out  by  the  continental  European  countries.  But  tlie  material  on 
the  whole  is  fragmentary,  and  cannot  be  said  to  be  mote  than 
illustrative.  The  material  presented  here  covers  in  general  the 
principal  manufacturing  industries,  and  to  a  less  extent  trans- 
portation, building  and  construction  work.  Commercial  and 
office  employments  are  not  i^enerally  represented  in  the  informa- 
tion gathered. 

The  difta  have  been  classified  by  countries,  iirtiU  because  manu- 
facturers are  believed  to  be  most  interested  in  it  from  that  point 
of  view,  and  also  because  the  material  is  somewliat  fragmentary 
and  does  not  supply  infonnation  for  all  industries  in  the  different 
countries. 

The  period  for  which  the  data  are  applicable  varies  very  con- 
siderably. Much  of  it  is  pre-war  material  and  thus  shows  normal 
industrial  conditions.  Variations  in  hours  of  labor  take  place 
slowly  so  pre-^ar  conditions  nptttent  the  present  situation  faiily 
well.  Catastrophic  dianges  have  occurred,  not  during  the  war,  but 
as  a  result  of  revolution.  As  these  latter  changes  are  redrcied  only 
in  legislation  they  have  been  discussed  in  that  section  of  this  article. 
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Great  Britain 

The  present  industrial  situation  in  Great  Britain  is  one  of 
extreme  unrest.  In  no  field  has  this  unrest  been  more  pronounced 
than  in  that  of  the  hours  of  labor.  The  demand  for  shorter  hours 
by  one  group  of  workers  has  been  closely  followed  by  that  of 
another  group.  The  Labor  Gazette  of  the  Ministry  of  Labor^  sum- 
marizes the  situation  during  1918  in  the  statement  that  over 
120,000  workingmen  had  their  normal  working  time  reduced  over 
450,000  hours  per  week.  This  is  an  average  reduction  of  3}  hours 
per  week  for  the  workers  affected.  Of  those  affected  55,000  were 
employed  in  engineering  and  shipbuilding  trades,  20,000  in  the 
building  trades  and  11,000  in  the  clothing  trades. 

At  the  end  of  the  year  demands  were  being  made  for  reduced 
hours  in  the  largest  trades  in  England.  The  textile  workers,  who 
have  been  working  a  55  J-hoiu'  week,  have  secured  a  48-hour 
working  week.*  They  demanded  a  45-hour  week.  Street  rail- 
way employes  together  with  surface  and  tube  men,  by  agreement, 
January  SO,  1919,  secured  an  8-hour  day  exclusive  of  meal  time. 
Motormen  are  not  included.'  The  engineering  and  shipbuilding 
trades  have  been  on  a  47-hour  week  since  November  18,  1^18.* 
This  change  involves  over  4S0,000  organized  machinists  and 
related  workers.*  The  government  has  conceded  the  basic  8-hour 
day  to  the  railway  oflSce  staffs  which  took  effect  February  1, 1919; 
the  railway  shopmen,  in  common  with  the  machine,  foundry  and 
shipbuilding  crafts,  have  the  47-hour  week.^  The  employers 
federations  and  the  organized  workers  in  the  printing  trades  have 
concluded  an  agreement  for  a  48-hour  week  effective  March  S, 
1919.^  The  action  taken  by  two  famous  employers  may  also  be 
cited  here.  Messrs.  Cadbury  Brothers  (Ltd.),  Boumville,  who 
employ  about  6,000  persons  have  agreed  to  reduce  the  working 
week  from  48  to  44  hours,*  and  the  Ford  Motor  Company,  of 
England,  has  granted  the  40-hour  week,  a  change  from  a  48-hour 


*  January,  1919,  p.  4. 

s  Cormdar  Report,  Feb.  7,  1919. 

*  London  Timet,  Feb.  8,  1919. 

*  London  Timet,  Jan.  28,  1919. 
\Britith  Evening  Standard,  Dec.  93,  1918. 
•London  Timet,  Jan.  7,  1919. 

^  London  Jimet,  Feb.  26.  1919. 

*  London  Timet,  March  8,  1919. 

*  London  Timet,  Dec  24,  1918. 
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in  ti  I.  tish  hiiilding  trades  cbaafet  of  inporUncr  rfcenily 
occurrL-i  at  a  conft-n^nct;  in  Manchester.  Frbntary  19,  1919,>*  of 
the  Northwestern  FcMJcration  of  Buildmg  Trade  Kmployvn  and 
the  National  Federation  of  Huilding  Trades  Operatives.  lender 
tills  arrangement  which  inrhuh*^  the  districts  of  Lancashiir, 
Cheshire.  WestmorUnd.  CiinilM*rland.  jiarts  of  North  Waka  and 
North  Derbyshire,  the  hours  worked  per  week  are  reduced  booi 
54  to  46}  in  summer  and  to  a  maximum  of  44  in  winter.  Liver- 
pool and  Birkenhead  districts  anticipated  the  scheme  in  December 
last.  Altogether  about  S5,000  operatives  and  8,000  €mpk»'ers 
are  affected  by  the  scheme.  It  is  more  than  likely,  however,  that 
similar  arrangements  will  be  made  for  the  whole  of  the  bufldtng 
trades  in  England. 

The  electrical  construction  industry*  at  a  first  nierting  of  a  joint 
industrial  council  for  the  trade  at  Leeds,  January*  22,  1019,  ob- 
tained a  47-hour  week,  effective  January  87,  and  with  the  same 
pay  as  for  the  53-hour  week.  In  general  as  a  matter  of  fact, 
these  decreases  in  hours  have  not  meant  any  decreases  in  wages. 

Tables  1  and  2  are  ])rt»sente<i  on  pp.  206  and  207,  which  »how 
prevailing  hours  in  the  cabinet-working  trades  and  in  the  boot 
and  shoe  industry  as  of  October,  1914,  classified  by  bcalHies. 
Boot  and  shoe  operatives  work  prevailingly  52  hours  a  week  and 
cabinet- workers  and  upholsterers  average  about  51  hours  a  week. 

Among  women  and  minors  there  has  been  a  tendency  to  reduce 
hours  during  the  war.     The  factory  inspector  reports :'' 


The  tandcncy  to  reduce  boun,  which  hsf  beeo  s  gwwiiag 
esriy  dayi  of  the  war,  continues,  sod  cseee  where  wooien  end 
empfeyed  for  hours  in  excess  of  the  masimiim  weekly  limits  sllowed  bgr  the 
ordmary  prorisioiis  of  the  Factory  Acts  ere  now  rare.  WHk  a 
tsining  the  hours  setasOy  worked  by  wocnen  and  gMs  la 
special  invesUgatioo  was  undertakea  by  Miss  Squire  in  the 
sioo.  Visits  were  paid  to  a  number  of  works  seiecied  so  as  to  fhre  a  fair 
of  the  munitioQ  worin  in  the  Divisioo.  and  in  which  the  total  aumbcr  a# 
and  girls  empfeyed  was  apptmimatnly  27.000.  la  oa|y  5  eases  dad  the  hoars 
actually  worked  eioeed  00  per  week;  hi  at  cases  they  aaooBlad  to  iO:  ia  «  esM 
they  were  between  55  and  00;  in  51,  between  SO  and  55;  b  tO  between  45  aad 
50;  and  in  7  they  were  lees  than  45.  At  a  fair  proportion  of  these  fattoriei  the 
hours  last  year  esceeded  00  per  week. 


'•  ManekeMtrr  OmarStm.  Fbb.  SO.  If  If . 

"  Annuai  tUpori  (^  (A*  Chuf  Ingptthr  ^  Frndhrim  md  Warkakapt  for  the 
vtar  1017;  London.  1918;  p.  5. 
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Tabls  1.    Hours  or  Labor— Boor  and  Shob  OpSRAmm,  Octobbr,  1014 

(Source:    Great    Britain    Board    of    TrwAe— Seventeenth    Ahetraet    of    Labor 
SkUUtiee  of  the  United  Kingdom;  London,  1915;  p.  56) 


District 


Weekly 


England  and  Wales: 

London' 

Anstev^ 
Barnsley 
Bishop  Aukland 

Bristol* 

Chesterfield . 

Daventry 

Derby 

Heckmondwike 

Hinckley,  Barwell,  and  Earl  Shilton' 

Ipswich 

Kendal 

Kettering* 

rood* 


Leicester* ... 

Manchester 

Midsomer  Norton ... 

Newcastle-on-Tyne* 

Northampton* 

Norwich* 

Nottingham 

Paulton  (near  Bristol) 

Rushdem,  Higham  Ferrers,  and  Wellingborough' 

Stafford* 

Stone 

Wigston 

Wdverfaampton . 

Woroester 

ScoUand: 

Aberdeen,  Arbroath,  Carnoustie,  and  Dundee* .  . 

Ayr 

Edinburgh.  . 

Glaagow*.. 

Kilniamock. 

Maybole... 
Ireland: 

Belfast. 


52^  and  54 


>  The  rates  and  hours  quoted  are  embodied  in  arbitrator's  awards  or  in  agree- 
ments between  employers  and  workpeople*  or  have  been  fixed  by  local  concilia- 
tion boaidi. 


i 


Hours  or  Labor  in  Poreiow 

TaBLB  t.      BOUM  OF 


llraoumanoM.  Oerosoi,  1014 
(Sottrae:    Gfmi    BriUb    B<Mrd    ol    Trtrtt    JTiWirfwirfA     ikt^mtt   ^   tM»f 


aiatiiticn(fUUUnihdKim0iomil4mi 

m.l$Uip.W 

Towm 

W«l4r 

Loodoo... 

48tDM| 

Bclfait 

4H.m 

BkmtQfluun 

54 

BItflklHini 

40 

UmIamm 

XMNHMl 

51 

Bradford 

51 

Burnley 

AS 

DabHn 

m.Hi 

Dundee 

51 

Edinburgfa. 

51 

SiiKr... 

51 
5t 

Huddenfield 

51 

HuU 

«i 

Leeds 

4^.5t) 

Leieerter. . . 

5S 

Uveipool 

UMoSSim 

451  to  54 

40 

Bfiddleibfoiigh. 

5t.5S 

KewcMde^oo-TyiM 

50 

Nottll^MID 

51} 

Oidhftin 

51 

PKitOO 

45)  to  5S.  St 

SheOeU 

m 

Sundcrkod. 

50.55 

Siraneeft 

54 

( 'anada 
The  data  as  to  hours  of  labor  in  Canada  are  mi  im^iiivntarv  a^ 
scarcely  to  deserve  presentation.  Such  informatkai  as  is  obteOH 
able  tends  to  show  that  industrial  Canada  is  putrng  slowly  frtm 
a  10-hour  to  a  9-hour  day.  The  war  period  has 
changes  in  that  direction.  In  1910  the  building 
almost  universally  on  a  10-hour  basis  eioept  in  sone  of  tlw 
where  organisation  was  strong  or  scwcity  of  labor  odsied.**  TW 
8  and  9-hour  day  prevailed  more  generally  m  the  Western  dties. 
Public  works,  wliich  usually  represent  tlie  highest  slRn<lard5  in  a 

aPariisment    Hooee  of  ComoMM.    IVoceediaii  ol  tiw  ^mM  cb— fctee 
ooBinlNal.anectreipsoliHkMnolwtvkorpiAlfe««ka    OttMra.  1910; 

pp.  400-404. 
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country  as  respects  hours,  are  still  on  a  9-hour  day,"  some  even 
on  a  10-hour  day.** 

Contract  miners  in  the  Crow's  Nest  Pass  were  granted  an 
8-hour  day  in  May,  1918,  and  British  Columbia  employers  granted 
their  lumbermen  (8,000  in  number)  an  8-hour  day  about  the  same 
time.    The  reduction  was  from  a  10-hour  day." 

.  The  fourteen  leading  garment  manufacturers  of  Montreal  on 
February  18  voluntarily  granted  their  employees  a  44-hour  week, 
effective  April  1.  The  change  affects  5,000  or  6,000  garment 
workers  of  whom  40  per  cent  are  women." 

Commonwealth  of  Australia 

No  country  in  the  world  has  such  uniformly  short  hours  of 
labor  as  Australia.  It  is  the  8-hour  country  and  has  been  so  for 
years.  There  is  not  much  doubt  but  that  this  is  due  primarily  to 
effective  union  organization  and  control  of  the  government  by 
labor.  The  8-hour  day  is  not,  however,  incorporated  in  the  laws 
of  the  Australian  states,  except  in  New  South  Wales.  (See  p.  281) 
It  has  been  secured  by  arbitration  awards  and  collective  bargain- 
ing. In  1917  the  number  of  organized  workers — which  partially 
represents  the  number  affected  by  an  8-hour  day — was  over  500,- 
000.     The  total  population  is  approximately  five  million. 

The  nominal  full-time  hours  of  work  for  adult  male  employes 
averaged  48.1  hours  per  week  in  December,  1917;  and  for  adult 
female  workers  48.8.  These  figures  are  derived  from  data  cover- 
ing all  industrial  groups  except  agriculture  and  shipping.  Each 
group  is  given  importance  according  to  the  number  affected  by 
each  specified  nominal  full-time  hours.  The  longer  hours  of 
women  workers  is  notable,  and  is  due  to  the  fact  that  a  relatively 
larger  number  are  in  lower  paid  and  sweated  trades,  protected, 
however,  by  minimum  wage  boards.  More  women,  too,  are  in 
the  commercial  occupations,  stores  and  offices,  where  hours  are 
uniformly  longer  than  in  the  factories.  The  longest  hours  prevail 
in  transportation  and  in  domestic  service  for  both  male  and  female 
employes. 

The  two  tables  which  follow  show  weighted  average  nominal 

»  Canada.     Labor  OatetU.    Feb.,  1918,  p.  141 ;  Sept,  1918,  p.  752. 

^Idem.    Feb.,  1918.  p.  142. 

» Idem,    May,  1918,  pp.  868,  369, 

Pfdtm.     Biaicfa  1919,  p.  339. 


Hooitt  OP  L4B0B  ni 


full-time  hours  of  labor  per  week  of  aduH^workers  in  the  princtpal 
industries fof  Australia,  HassWed  first  by  states  and  seoood  by 
industry  groups. 


Tabui  8.  Waraano  Athuob  N 
Wane  or  Aouur  Wosaass  nr 
(EzcLOBiTB  OF  SHirnNo  AiTD  AomcviAiiaa) 

(Souioe:  Commwiwcalth  Bureau  of 

trial  Branch;  Report  No.  8. 1818;  pp.  T8, 77) 


or  WOBK   MB 

or  AoOTmAUA 


9tatct 

1014 
(April  SO) 

1014 
(Dec.  81) 

1015 

(D«.81) 

1818 
(D«-81) 

1817 
(Dse.81) 

New  South  Wales 

Victoria 

Quemland 

South  Australia 

Western  Australia 

Tannania 

40.4 
48.8 
48.8 
48.6 
47.8 
48.6 

48.0 

40.4 
48.7 
48.6 
48.6 
48.« 
48.6 

48.0 

48.8 

48.5 

48.6 
48.5 
48.1 
48.6 

48.8 

48.5 
48.t 
48.8 

48.1 
48.1 
48.6 

48.8 

48.4 
48.4 
«7.t 
47.8 
48.1 
48.5 

CommooweaHh  .... 

48.1 

New  South  Wales 

Victoria 

40.8 
48.5 
40.8 
40.8 
48.7 
50.8 

40.1 

40.8 
48.5 
40.8 
40.8 
40.4 
50.8 

48.1 

48.5 
48.5 
48.8 
48.4 
48.0 
50.1 

48.1 

48.4 
48.4 
48.8 
48.0 
48.1 
48.8 

48.0 

48.0 
48.8 

QiM»enslaixl 

48.8 

South  Australia 

Western  Australia 

Tasmania. . 

Conmooweahh 

48.7 
48.8 
48.8 

48.7 
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Tabub  4.  Wdobtbd  Avbbaob  Nominai.  Weekly  Fullt-time  Hours  of 
Labor  rem  Diytkbent  Indubtbt  Gboufb  in  the  Six  Australian 
Capital  Crms,  Dbccicbbb  81,  1917 

(Source:  Commonwealth  Bureau  of  Census  and  Statistics,  Labor  and   Indus- 
trial Branch;  Report  No.  8,  1918;  pp.  78-77) 

MALES 


Industr>'  group 


Nominal  weekly  full-time  hours  of  labor  in — 


Syd- 
ney. 
N.S.VV. 


Mel- 

Bris- 

bourne, 

bane, 

Vic- 

Queens- 

toria 

land 

Ade- 
laide, 
South 
Austra 
iia 


Perth. 
West- 
ern 
Austra- 
lia 


Hobart, 
Tas- 


Aver- 

age,  six 

cities 


W^ood,  furniture,  etc 

Kngineenng,  metal  works . . 

Food,  drinks,  etc 

Clothing,  boots,  etc 

Book  etc.,  printing 

Other  manufacturing 

Building 

Mining 

Railroad     and    street    car 

transportation 

Other  land  transportation . . 
Domestic    service,     hotels, 

etc 

lliscellaneous 

All  industries  combined 


48.0 
48.0 
48.6 
47.8 
46.7 
48.0 
47. S 
45.2 

48.8 
54.9 

56. G 
48.6 
48.4 


48.1 

46.2 

48.0 

45.7 

48.5 

47.7 

48.0 

47.8 

45.9 

45.8 

48.1 

46.9 

44.8 

44.0 

44.9 

48.0 

48.2 

48.8 

51.6 

50.9 

56.9 

56.0 

48.6 

48.8 

48.1 

47.2 

47.9 
48.0 
48.4 
48.0 
47.6 
48.1 
45.2 
44.4 

48.5 
49.5 

54.7 
47.8 
47.8 


48.0 
48.0 
49.9 
48.0 
45.6 
48.1 
47.9 
47.5 

48.5 
48.0 

55.5 
47.0 
48.1 


48.0 
48.0 
49.8 
48.0 
46.0 
48.2 
47.8 
47.2 

49.8 
51.9 

58.0 
48.8 
48.5 


47.8 
47.8 
48.5 
47.9 
46.8 
48.0 
45.8 
45.8 

48.4 
52.5 

56.4 
48.4 
48.1 


FEMALES 


Food,  drink,  etc 

Clothing,  boots,  etc 

All  other  manufacturing . . . 
Domestic    service,    hotels, 

etc 

OfBces  and  stores 

All  industries  combined 


48.0 

48.0 

48.0 

48.0 

48.0 

48.0 

47.8 

48.0 

47.6 

48.0 

48.0 

46.5 

47.2 

47.9 

47.4 

47.5 

•• 

48.0 

51.0 

50.5 

52.5 

50.7 

49.6 

58.0 

50.8 

48.0 

48.0 

49.0 

. . 

, , 

49.0 

48.8 

49.0 

48.7 

48.8 

49.8 

48.0 
47.9 
47.6 

51.1 
49.0 
48.7 


South  Africa 
The  South  African  Economic  Commission  which  reported  early 
in  1914  gives  no  figures  for  hours  of  labor  in  South  Africa,  but 
contents  itself  with  the  statement  that  great  variety  exists  in 
that  respect;  some  very  long  hours  prevail,  "  far  longer  than  should 
be  necessary  in  South  Africa  to  find  employment  for  the  people 
at  satisfactory  wages." *^ 

^"^  Report  cf  the  Economic  Commienon,  Jan.,  1914;  Pretoria,  1914;  pp.  62,  69, 
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CoNTiKrcNTAL  EvwonuM  Covwnam 

AuMtria 

TVade  agreement  data  as  reported  through  the  oiBcial  fad>or 
journal  of  Austria  funiijih  about  the  only  mcaaurably  ftatiafaclory 
•tatifltics  as  respects  prevailinK  liours  cl  labor.  OMamfy 
data  show  the  situation  a«  rdativrly  favorable,  organiw 
being  presumably  better  off  than  the  wholly  UDoryaiiiaed.  Out- 
side of  roofers  and  plasterers  in  the  building  trades  there  are  no 
B-hour  trades  in  Austria.  Only  a  few  are  O-hour  tradest  Oif •» 
woodworking,  upholstering,  bookbinders,  maaoos  and  heipcfa* 
building  laborers,  carpenters,  painters  ^nd  decorators.  The  10- 
hour  trades  are  ston<\  pottery  and  g1a.H.H  and  clothing  fmon*  nearly 
11  hours).  The  iron  and  steel  and  allied  indu>tri«>H  wiirk  on  a 
nominal  57  to  5d-hour  week. 

Two  tables  follow  (Tables  5  and  6)  covering  the  latest  avail- 
able material  as  respects  trade  union  hours  of  labor  in  Austria. 


Table  5.    Hooas  or  Labok  m  AtnmuA  Ftxao  bt  CoLLacTtra 

MBNTB,   1015 

(Source:  Smialt  Rmidtokau  kn§. warn  K.  K.  At  htortstfitfiiitiii  Amt  im  llrndtU^ 
mimsimum:  Vienna.  May-June.  1915;  p.  115) 


Dairy  boun  of  labor 

KeteMirfimmU 

l-ipk^ 

Number 

Percaat 

Noaber 

ftveaat 

Sboiin 

158 

S17 

8.978 

1340 

675 

1.054 

9.0 

4.0 

49.8 

98.0 

8.4 

18.0 

408 
tJ88 

58.405 
48jia5 

17.817 
4J48 

0.8 

Over  8  koun  and  under  9 

9hotin 

1.7 
45.9 

Over  9  hours  and  under  10.    .. 

lOhoun 

Over  lOlxmrt.. 

85.9 

U.8 
8.8 

Total.. 

%jm 

lOO.O 

198.180 

ioi.o 

u 
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Table  0.    Normal  Houbs  of  Labor  per  Dat  in  Austria*  ab  Fixed  bt 
couibcnye  aorbbmbnth.  1018,  bt  industry  groups 

(Souire:  SomaU  RumUehau:  Vienna,  May,  June,  1916;  pp.  122,  128) 


Industry  groups 


Less  than 
9  hours 


9to9i 
hours 


9}  to  9} 

hours 


10 
hours 


Over 

10  hours 


Stone,  pottery  and  gUss 

Iron  and  steel  and  allied 

Woodworking 

Leather 

Textiles  (weavers,  principally) 

Upholstering 

Clothing , 

Paper  and  paper  goods 

Bookbinders 

Food  and  food  products : 

Bakers 

Others 

Chemical 

Building  trades: 

Masons  and  helpers 

Masons  and  carpenters  .  . 

Building  laborers 

Plasterers      and      stucco 
workers 

Carpenters 

Fixture  men 

Roofers 

Glascrs 

Painters  and  decorators 

Other 

Commerce,  transportation . . 
Miscellaneous 


Total. 


88 
125 


122 


600 
1,400 


800 
56 
15 


2,615 


1,082 

6,791 

10,841 

80 

915 


2,685 

"75 

1,001 

8 

12,875 

15.250 


2,861 
626 

400 

5.467 

9 

88 


60,898 


554 
28,761 
518 
460 
720 

415 

118 

89 


174 

154 

12,524 

2,460 

520 


1,( 


5Q 


20 
76 


44.802 


8.288 

1.984 

259 

210 

466 

787 

9 

344 

1.105 

600 

2.581 


874 

94 
71 


17,617 


45 

71 
54 


1,978 


181 
621 


1,858 


4,248 


Germany 

As  noted  below,  the  German  Provisional  Government  has 
enacted  a  general  8-hour  law.  At  present,  however,  and  during 
the  war  the  prevailing  hours  of  labor  ranged  from  9  to  10  hours  per 
day.  According  to  collective  agreements  in  force  on  December 
SI,  1914,  about  nine-tenths  of  the^  organized  workers  affected 
(1,254,855)  worked  8J  to  10  hours  per  day.  The  details  are  con- 
tained in  the  statement  below: 


HouBi  or  Labor  in 


Tablb  7.    Daily  UoqM  or  Lamm  DinoMi 

uf  CoLLBcnya  Aauamwmm  or  Fqmb 
(Soufoe:  fMittittkm  JaMmtk  /^  4a»  Dm^§^ 
ft.)     Frrnii  Momlkl^  Hmrw  if  tk»  U.  8.  Bmmm  ^  L^Ur 
tticu  Jaduao',  1917.  p.  144 
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Slight  changes  in  hours  occurred  during  the 
industries  in  wliich  dedeaaes  touk  pUce  U'tweeo  Maidi*  1914. 
and  September,  1017,  were  tiie  chocolate  and  coofcctiooeiy  Utt9» 
trios  with  a  2  hours  reduction  i>er  day;  clotliing  an<l  lingffie,  1 
hour  and  17  minutes;  hemp,  twine  and  linen  mills.  40  minuieo; 
shoe  industr>',  41  minutes;  trimming  factories,  38  minutes; 
30  minutes;  and  the  paper  industry,  18  minutes.  Some 
in  hours  have  occurred:  cigar  {aciories,  48  minutes  per  day;  iron 
and  steel  and  allied  industries,  88  minutes;  mitting  industry.  f8 
mmutcs;  woodworking,  19  minutes  and  stone  quarries,  15  minutrs 
per  day. 

As  reported  in  September,  1917,^  the  prevailiiig  liours  in  Um 
ehocoUte  and  confectionery  industry  were  7)  per  day;  dotU^f 
and  lingerie,  7}  to  8  hours;  prrdous  metal  manufacturing,  8| 
hours;  boot  and  shoe  manufacturing,  8}  houn;  and  lrinimi*p» 

"ifiiriliMftiftiMiif.  BofUn,  April  1918.    (F^om  JTMlMIr  I«^  it"*^  ^ r 
V.8,Bmmm^Ukm 


OdolMr.  191S;  p^  179^) 
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8i  to  9  hours.  The  daily  hours  exceeded  10  in  the  paper  industry 
(lOi  hours)  and  in  the  milling  industry  over  11  hours.  The  daily 
hours  were  in  stone  quarr>^ing  10  hours;  hemp  and  twine  mills,  O^j 
hours;  knitting  and  weaving  mills,  9}  hours;  trimming  factories, 
9^  hours;  clothing  and  lingerie,  8^  hours. 

Italy 

The  underground  miners  of  Italy  work  predominantly  on  an 
8-hour  day.  Surface  miners,  however,  work  9  and  10  hours. 
The  data  are  reported  for  1912  but  the  less  complete  figures  for 
1915  show  no  changes. 

Tablb  8.    Number  and  Per  Cent  of  Surface  and  Underground 
Workers  Working  Specified  Hours  per  Day 

(Source:  Annuario  statisHco  italianOt  Anno  1918;  Rome  [1914];  pp.  266,  267) 


Hours  per  day 

Underground 
woAets 

Surface 
workers 

All  workers 
combined 

Number 

Percent 

Number 

Percent 

Number 

Per  cent 

8  hours .  . 

9  hours. 

18,954 
1.038 

98.1 
6.9 

8.648 

8,777 
5S5 

28!  1 

67.8 

4.1 

18,954 

4,681 

8,777 

585 

49.9 
16.7 

10  hours 

81.4 

Over  10  hours 

1.0 

Total 

14,992 

100.0 

12.955 

100.0 

27.947 

100.0^ 

Marble  quarry  workers  have  extremely  short  hours  of  worl 
ranging  from  6j  to  8  per  day  as  reported  for  6,960  workers  in  th< 
district  of  Carrara  in  1915.*« 

Data  for  some  of  the  principal  industries  of  Italy  show  a  pre- 
vailing day  of  10  hours  and  over.*®  Among  these  are  included  the 
iron  and  steel  industry  and  the  chemical  industry.  The  textile 
industry  shows  10}  to  11  hours  i)er  day**;  the  tobacco  industry, 
8  hours,  which  is  an  increase  from  7  hours  prevailing  generally 
up  to  1912. 

In  September,  1918,  the  trade  union  federation  of  Italy  initiated 

»  AnmuHtio  tiaHdieo  UaUano,  1915.    Rome  [1917].  p.  258. 

•*  IdewL,  p.  259  et  seq. 

■  IdewL,  1918.    Rome  [1914],  p.  270  et  seq. 
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a  concerted  roovcmmt  for  tlie  8-liour  day.  On  Wgunty  iO^ 
tlie  iron  and  ste^l  and  inacliine  trades  obtained  by  agrecaMBl  with 
Uic  manufacturers  the  48-liour  week.  The  chaofe  It  not  to  be 
t*fT<M*tivc  until  July  I  for  workera  in  oonttnuous  prorrasfi  to  aa  to 
allow  tinii'  for  adjuittiucnt  in  patthif  horn  a  S-ahift  to  a  tl  Aifl 
>>  sti  in;  for  otber  workers  the  change  ia  eifeetive  May  1. 

In  machine  shops,  sliipbuilding  and  allied  trades  the  hours 
reduced  from  60  or  55  to  48  per  week.  In  foui 
from  a  72-hour  to  a  ^hour  wedc.  It  is  eipedad  to 
production  with  the  same  number  of  empk^yea  on  the 
arrangement  as  on  the  i-shift  one.  No  change  in  t^miwkgjm  ig  to 
take  place.  The  agreement  affects  apprmrimaieiy  500/100 
woAers.** 

In  the  printing  trade  and  the  woolen  brandi  of  the  leiltfle 
industry  the  workers  have  ooochidcd  agreements  for  a  48-hoiir 
week,  effective  in  tlie  former  trade  sinoe  Maich  17.  Joint  boaids 
of  employers  and  employes  will  make  the  necessary  arrangements 
for  the  changes  in  such  a  way  as  to  prevent  reduction  in  output 
and  to  maintain  competition  with  foreign  countries.* 

In  no  instances  do  Uie  changes  eontemplated  mean  any  reduc- 
tion in  wages. 

Netherlands 

The  effect  of  war-lime  eonditions  in  the  NilinTlantls  lutd  U^rn 
to  nnluce  tlie  normal  hoiurs  of  labor.  The  mobilization  of  the 
military  forces  and  the  putting  of  the  country'  on  a  war  basis 
restricted  some  industries  and  caused  others  to  expand.  In  the 
industries  curtailed  shortening  hours  and  short  time 
of  preventing  too  great  unemployment.  Tlie  in< 
of  tbe  trade  unions  backed  up  by  a  greatly  enlarged 
is  at  present  a  factor  in  the  movement  for  shorter  hour*.  The 
8-hour  day  Is  the  finrt  demand  of  the  organiaed  wt>rkcrs  of  the 
NeUierlands. 

Underground  miners  now  work  8  hours  a  day,  while  surlaoe 
men  are  still  on  tJie  10-hour  day.  Government  mine».  however, 
adopted  the  8-hour  day  for  surhoe  wetkets  on  .\pnl  !.*«    Under 

«iTheLi6oraai««,pc«pMdaiid  ed&led  at  ths  oOm  of  the  llinirtijr  el 

Labor;  Londoo.  1919  (Blaicfa);  p.  8S. 
«/^m.,p.87. 
\ld§m^  p.  8S. 
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ground  luen  worked  Sj  hours  in  1914,  and  surface  men  12  hours 
per  day." 

State  and  municipal  workers  in  the  Netherlands  work  on  the 
average  10  hours  p)er  day.**  A  shorter  Saturday  is  worked  so 
that  the  weekly  hours  probably  do  not  exceed  57  hours.  However, 
as  late  as  1914,  thirty-four  municipalities  out  of  fifty-eight  fixed 
the  maximum  daily  hours  of  work  on  public  contracts  at  11,  five 
at  lOj  and  sixteen  at  10  hours.  Three  cities  fixed  the  maximum 
at  12  hours  per  day." 

No  recent  data  are  at  hand  showing  the  hours  worked  in  the 
principal  manufacturing  industries  of  the  Netherlands.  Ordi- 
narily they  are  published  in  the  official  factory  inspection  reports, 
but  since  1913  considerations  of  expense  and  labor  have  made 
omission  of  these  data  advisable.  Figures  for  1913,  however, 
may  serve  as  a  convenient  base  for  judging  the  effect  of  war-time 
changes,  and  to  show  normal  conditions. 

In  1913  one-fourth  of  the  adult  male  workers  in  Dutch  fac- 
tories not  subject  to  regulation  by  law  worked  prevailingly  10 
hours  p>er  day,  and  over  one-half  worked  over  10  hours  a  day; 
about  one-tenth  worked  over  12  hours,  while  a  trifle  over  an 
equal  proportion  worked  9  hours  and  less  per  day.  Slightly  less 
than  one-fifth  worked  less  than  10  hours  per  day.  No  important 
changes  in  hours  have  occurred  between  1910  and  1913. 

Women  and  children  appear  to  work  on  the  whole  about  the 
same  number  of  hours  per  day.  A  week's  work,  however,  gen- 
erally does  not  exceed  58. 

The  hours  as  reported,  it  should  be  observed,  are  those  worked 
by  a  majority  of  the  employes  in  any  establishment.  The  ordi- 
nary practice  of  the  factory  is  considered,  and  the  fact  that  some 
employes  work  a  greater  or  smaller  number  of  hours  per  day  is  not 
taken  into  account.  The  figures  are  for  the  hours  prevailing  in 
the  summer  time,  and  hence,  perhaps,  tend  slightly  to  exaggerate 
the  length  of  the  average  yearly  working  day.  No  accoimt  is 
taken  of  the  fact  that  a  shorter  Saturday  is  worked  in  some  fac- 

^Jaardjfert  voor  het  Komnkrijk  der  Nederlanden,  Rijk  in  Europa,  1914; 
The  Hague,  1916;  p.  101. 

**  Maandtckrift  wm  het  Centraal  Bureau  voor  de  Statistiek;  The  Hague,  1918 
(August).  No.  8;  pp.  886.  887. 
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toirief .    This,  however,  will  not  tend  to  reduce  the  weekly 
more  than  S  or  4  houn  for  the  week. 

The  prevailing  houn  of  labor  for  441. ItO  enipfciyet  in  all 
of  factories  in  the  Netberlandii  in  lOlSare  fummariaed  b  the  table 
following.  The  normal  workday  for  wage-camcn  of  both  team 
is  10  hours,  although  over  two-fifthf  work  over  10  boars  per  day. 


Table  9.    PsavAiuifa  Houm  or  LABoa  or  Scmmsb  v  Factosob  A»a  Wi 
nora  or  ras  NvniiBijkinMi  Emflotino  10  oa  Moaa  PaMoai^  IfU 


(Source: 

Ctmroal  V9nla§ierArhnUimMptt^mmmS 

;p.81l) 

Number  of 

Numbwol 

P^€«tfll 

eaUbUihiiMOta 

f   houn 

4^40 

48388 

8.88 

^ 

5380 

58387 

U.88 

10 

•3M 

154374 

84.88 

lOi 

e.000 

•7308 

15.81 

11 

4.0K 

58»181 

18.41 

iH 

e.158 

80.181 

4.57 

i« 

8.780 

88.167 

5.08 

Over  U  hours 

4.148 

15.788 

8.58 

ToUl 

S8.0i6 

441.180 

100.88 

The  next  table  shows  the  distribution  of  all 
according  to  prevailing  hours  of  work  per  day  and  by  mdustry 
groups. 
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Tabus  10.     PluvAiLUfo  Daily  Houbs  or  Labob  is  the  Manufactubino  Indi 
TBiEB  or  THE  Netheblands.  1913 

(Source:  Jaarcijfen  toor  hd  Koninkrijk  der  Nederlanden,  Rijk  in  Ettropa,   \9U 

The  Hague.  1916.  pp.  92.  98 
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4,217 
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1346 
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53 

2.011 
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880 

8 

129 

13 

352 
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9.213 
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11386 

28341 
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787 
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1,029 

27,677 

25.441 
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10.028 

8380 

57.474 
7,977 

27,771 

6.087 

9304 

22.444 

44302 

61.2 
99  8 
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41.0 
60.5 
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57.0 
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Some  of  the  more  recent  changes  which  modify  the  infonnation 
given  in  the  above  table  should  be  noted.  The  extension  of  the 
Saturday  half  holiday  has  occurred  in  Amsterdam  in  the  building 
trades  and  in  diamond  cutting,  the  latter  being  one  of  the  impor- 
tant industries  in  the  Netherlands.  The  diamond  cutting  trade 
18  now  practically  an  8-hour  trade.  Amsterdam  and  other  cities 
are  adopting  the  8-hour  day  generally,  as  are  also  various  fac- 
tories throughout  the  country.  The  movement  for  the  shorter 
workday  is  in  fact  general  throughout  the  Netherlands.*^ 

*'  Monthly  Labor  Review  of  the  U.  S.  Bureau  of  Labor  Statistics,  Washington, 
ApriU  1919;  p.  184. 
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arganiced  workers.  Labor,  it  nuiy  be  obserrvd,  loo,  is  ytry  weD 
organised  in  these  countries,  particuUrly  m  Denmark,  which  In 
degree  of  organization  ranks  next  to  Australasia  and  Great 
Britain. 

In  Denmaric  the  organised  workers  recently  demanded  the 
S-hour  day  by  law,**  and  showed  in  connection  with  that  demand 
that  of  about  255,000  organized  woikers  in  the  country  60,000  or 
^,5  per  cent  worked  0  hours  or  less  per  day;  157,000  or  61.0  per 
cent  worked  0}  to  10  hours,  and  S8,000  or  14.9  per  cent  worked 
over  10  hours.  This  agrees  rou^y  with  more  detailed  figures 
secured  by  the  government  statistical  bureau  in  coonectkn  with 
an  analysis  of  collective  agreements  published  annually.  The 
data  in  question  are  set  forth  by  industrial  groups  in  the  table 
following: 

*•  MtddAdmMad  uigii  aw  Arbridsmtt  fagUg$  ImmdwmfmmmUm  i  Nmft: 
Chnrtiania.  101&    No.  H.  p.  «(M.    (Organ  ol  the  Noiw^fba  FtdvsUoB  ol 

Labor.) 
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Tablb  11.    Houis  or  L^bor  in  thb  Principal  Indubtrus  or  Denmark 
According  to  Trade  Agreements  in  Force  in  1915 

(Source:  StatuUtk  Aarbog,  1917;  Copenhagen,  1917;  p.  159) 
number 


Number 
of  wage 
eanian 

Number 
for  whom 

hours 
reported 

Number  workiac  epedfied  houn  per  week 

Industry  groupa 

8 

hours 

and 

under 

hours 

9 
hours 

hours 

10 
hours 

Over 

10  and 

lees 

than 

hours 

orer 

Food  and  food  produeta. . . 
T«^l«a 

20.710 
4,980 

11.526 

26,721 

3.420 

646 

7,678 

17,780 

3.641 
1.094 
6.893 

17.040 

19,913 
4.869 
8.661 

25,436 

3.241 

646 

4,791 

17.003 

3.346 
1.080 
6,761 

14.842 

289 

6 

8 

50 

781 

2.493 

467 

66 
160 
30 

388 
80 

6.046 

33 

2.284 

2.188 

212 

106 

676 

266 

1,688 
802 

5.721 
4.488 
2.526 

10.013 

2.968 

371 

1.930 

15.785 

452 

1.202 
1.399 

7.038 

302 

2.877 

13.066 

41 

63 

2.083 

944 

2.049 
1,083 

10.621 

707 
46 
20 

152 

39 

8 

14 
6 

663 

47 

ClothiBg  and  cleaning  .... 
Cooatruotioo  and  furniture 

800 
8 

Hidaa  and  leather  products 
Gh«nieal  and  eleotro-ohem- 

10 
14 

60 

PaoNr  and  wood  pulp 

PrfSncandpubliBlung... 

Commarce,  transportation. 

«le. 

980 

An     industries      com- 
bined   

120,938 

109,497 

4,083 

714 

14,199 

46.934 

40,157 

1.546 

1.866 

' 

PER 

CENT 

Food  and  food  products  . . . 
Textiles 

100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 

100.0 
100.0 
100.0 

100.0 

1.6 

e 

i!6 

23.3 

43^3 

8.1 

0.8 

l!7 

.9 

6.7 
.6 

80.4 
.7 

26.3 
8.6 
6.6 

19.4 

14.1 
1.6 

27!6 
6.4 

28.7 
93.2 
29.2 
39.4 
91.3 
67.9 
40.3 
92.8 

13.6 

22;4 

9.4 

,5.3 
6.2 

33.2 

61.4 
1.3 
9.7 

43.6 
6.6 

61.2 
09.4 

71.6 

8.6 
.9 
.3 
.6 

!8 

• 

.4 

.6 

37 

0.2 

Clothing  and  cleaning 

Ooostmetion  and  furniture 
WoodworUag 

9.2 

• 

Hides  and  leather  producto 

3.0 
.1 

1.6 

Paper  and  wood  pulp 

Prbting  and  pubUahing. . . 
Commerce,  transportation, 

etc. 

6.8 

An     industries     oom- 

100.0 

8.7 

.7 

13.0 

42.7 

86.7 

1.4 

1.7 

*  Less  than  ^  ci  one  per  cent. 

The  average  hours  per  week  of  organized  workers  in  Norway 
are  5^,5.  This  is  based  upon  information  covering  111,213  trade 
union  workers.  About  one-fifth  (19.2  per  cent)  worked  48 
hours  and  under;  nearly  one-seventh  (13.2  per  cent)  worked  over 
48  and  under  54  hours;  and  approximately  two-thirds  (65.2  per 
cent)  worked  54  hours  per  week.  The  remainder  (2.4  per  cent) 
worked  over  54  hours.     The  table  following  (Table  12)  shows 


J 
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the  number  of  worken  (llUtlS)  rliMJftd  by  bduttiy  froap  and 
nominal  full-time  houni  per  week. 


Tabia  It.    NmouB  or  Wc 
HouM  or  Work 


ScmtMAL  fuLumoi 

rAT.  NoirMMBl,  1010 


(Source:  MMMmbiad  ^d^U  m  AHMmmMli$$  rH^inrji  ifiHiyii  i  Sm^; 
ChrisUaiiiA.  1918,  No.  It;  p|>.  iO«.  tOI. 


Sweden  may  be  classed  as  a  10-hour  country;  at  the 
tho  war  period  has  chronicled  several  departures  from  tbe 
rule.  The  government  itself  under  labor  pressure  made 
ill  hours  upon  its  public  works.  By  order  of  Aprfl  11,  1018,  the 
government  reduced  the  hours  of  labor  upon  its  telegraph  and 
railroad  lines  and  water  power  works  to  5?  ptT  week.  •  hours  lor 
tho  first  5  days  of  the  wc«k  and  7  hours  on  Saturday.    The  onlcr 
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took  effect  May  1,  1918.**  The  number  affected  is  not  stated, 
but  must  be  considerable  as  the  industries  are  among  the  more 
important  ones  in  the  countr5\  Hours  similar  to  the  above  were 
found  to  prevail  in  government  arsenals  and  machine  shops,  as 
the  result  of  an  investigation  in  August,  1918.'®  Inasmuch  as  an 
8-hour  law  has  been  enacted  in  Sweden  to  apply  to  all  government 
works,  conditions  have  been  somewhat  changed  from  those  here 
noted. 

According  to  consular  reports,  tlie  building  industry  in  Sweden 
has  changed  from  a  57  to  a  51 -hour  week.**  The  change  includes 
more  particularly  bricklayers,  plasterers,  carpenters,  laborers, 
pile  drivers,  plasterers'  laborers,  general  laborers,  and  cement  and 
concrete  workers. 

As  set  forth  in  the  official  reports  and  collective  agreements 
which  covered  98.6  per  cent  of  all  employes  under  collective 
agreements  the  number  and  per  cent  of  persons  working 
specified  hours  per  week  in  1916  are  shown  in  the  two  tables, 
following  (Tables  IS  and  14): 


Table  IS.    Number  and  Per  Cent  op  Persons  in  Sweden  under  Col- 
lective Agreements  Working  Specified  Hours  per  Week,  1916 

(Source:  Sociala  Meddelanden  utgivna  av  K.  SociaUtyrelsen;  Stockholm,  1918, 

No.  12;  p.  1471) 


Hours  pcT 

week 

Workers 

Number 

Per  Cent 

48  and  less 

4,662 

4.0      1 

49-58  hours.  . 

3,635 

3.1       1 

54hour8 

11,468 

9.9 

55-56  hours. . . 

4,614 

4.0 

57  hours 

27,681 

23.9 

58  hours 

4,113 

3.6 

59  hours 

7,543 

6.5 

60  hours 

49,774 

43.0 

Over  60  hours .  . 

2,251 

2.0 

Total 

115,741 

100.0 

'*  Sociala  Meddelanden  tdgimia  av  K.  SociaUtyrelsen;  Stockhohn,  1918.  No.  5; 
p.  622. 

••  Idem.    No.  10,  pp.  1067,  1088. 

**■  Monthly  Review  qftheU,S,  Bureau  of  Labor  Staiuitict,  Washington,  March, 
1919;  p.  194. 
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Ta«l«   14.     HouM  or  Umm  (Nor  imajomm  Ham  Pmiom)  mb 
CoLLaoTiTB  AouoMMi  DT  SvmDT.  l$\B.  ST  OocorA 

(Soufm:  KcUfUmM  i  BmH^  y  t$i6  !•  C 
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Argentine  Republic 

The  city  of  Buenos  Aire^  is  rather  remarkable  as  respects  the 
short  hours  enjoyed  by  the  workers  in  its  industries.  The  govern- 
ment statistical  office  reports  the  average  daily  hours  of  labor  as 
less  than  9,  i.e.,  8  hours  and  56  minutes;  the  maximum  is  reported 
as  9  hours  and  50  minutes  prevailing  among  employes  in  commer- 
cial houses,  stores,  etc.,  the  minimum  as  8  hours  and  11  minutes 
in  printing  and  publishing.  These  facts  are  based  on  data  concern- 
ing SI 2,997  employes  for  the  year  1916. 

The  proportion  working  specified  hours  per  day  in  1914  were 
as  follows: 

8    hours  46.6  per  cent 


8i 
9 

10 


Total. 


27.1 

19.1 

6.6 

0.6 

100.0 


*t      << 


Comparative  data  for  tlie  years  1914,  1915  and  1916  for  tliei 
diflFerent  industry  groups  show  the  following  average  hours  of  i 
work  in  each: 

Table  15.    Average  Daily  Houbs  of  Labor  in  the  Different  Industry  | 
Groups  of  Buenos  Aires,  1914-1916 

(Source:  Argentine  Republic ;  Boletin  del  Departamenlo  del  Trabajo,  January,  1918;j 

pp.  17,  18,  85) 


Industry  group 

1914 

1915 

1916 

Hours 

Minutes 

Hours 

Minutes 

Hours 

Minutes 

Food  and  food  products  . . . 
Printing  and  publishing  .  .  . 
Transportation 

9 
8 
9 
9 
8 
8 
8 
8 
8 
9 

16 
25 

5 
40 
29 
81 
8« 
40 
S5 

1 

9 

8 
8 
9 
8 
8 
8 
8 
8 
9 

28 
29 
50 
41 
47 
S5 
84 
52 
9» 
5 

9 

8 
8 
9 
8 
8 
8 
8 
8 
9 

16 
11 
59 

('ommerce  and  trading 

Construction,  building,  etc. . 
Iron  and  steel,  etc 

50 
37 
37 

Woodworicing                

Cbtlung 

Hides  and  leather 

43 
50 
33 

Miscellaneous 

14 

Total 

8 

42 

8 

58 

8 

56 

HoDBs  OF  Labob  Df  FdwiMi  Cooimuai  ill 

LsaiaLATioN  Afitbctino  HocmB  or  Labob 

Any  attempt  to  present  Uie  tituBtioo  m  refpeeU  boun  of  Ubor 
M  disclosed  by  the  legislation  of  many  countries  of  difupnt 
economic  conditions  within  the  compass  of  a  brief  article  Bmsi 
necessarily  be  somewhat  sketchy.  The  followinf  svmgr  ii  by 
no  means  exhaustive  but  it  i^  believed  to  Im*  fairly 

Regulation  of  the  hoiint  of  labor  by  law  hai 
groupfi  of  workers  in  the  lii^itorical  order  named:  (1) 
diildren;  (2)  adult  males  in  dangerous  and  unbealthful  occupa- 
tions, and  (S)  all  workers  regardless  of  age  and  sex  or  the  nature 
of  the  employment.  The  first  and  second  class  of  laws  have  fol- 
lowed tlie  indiLstrial  revolution  as  it  has  occurred  in  diflerent  • 
tries,  although  those  of  the  second  dass  applying  to  adult 
workrrs  have  lagged  somewhat  behind  those  appK-ing  to 
aiid  diildren.  Hours  of  labor  laws  affecting  all  groups  of 
and  kinds  of  occupations  are  very  recent.  They  have  been  ac- 
cepted in  Europe  as  fast  as  the  antagonism  of  business  mtcrests  to 
them  could  be  overcome,  while  in  the  United  States  such  laws  hmft 
met  not  only  opposition  from  employers,  but  abo  cuostitatioBai 
objections.  This  latter,  however,  has  been  definitely  settled  by 
the  Supreme  Court  at  least  as  far  as  fixing  a  10-hour  day  is  con* 
corned  .**  The  reasonableness  of  an  8-hour  day,  however,  has 
Nrt  to  be  settled. 

Laws  Affecting  Wowien  and  Children 
The  requirements  of  education  and  the  health  of  the 
/MuTation  are  the  basis  of  these  laws.  The  laws  generally 
tii.'  thf»Tns(»lve8  to  the  employment  of  women  and  children  in  lacv 
1«  I  ir>.  st .  ios  and  offices,  but  not  necessarily  to  all  emplo>'ment,  as 
for  example,  in  agriculture,  and  in  the  very  large  dass  of  family 
shops  and  stores.  The  hours  of  lal>or  are  controlled  in  two  ways; 
first  by  the  requirement  of  a  minimum  rest  period  at  night  and 
during  the  progress  of  the  work  in  the  daytime,  and  by  a 
length  for  the  actual  working  day.  The  situation  as 
ho\irs  of  labor  of  children  in  industry  in  the  various  countries  as  at 
follows:" 

«  BwnHng  v.  Ongon,  S7  Sup.  Ct.  iS5. 

"Bauer.  Stepheo.    Aahmimwck^  wd  Vmmwmmmmkttk  larick.  laU;  p^ 
18,59.    (TrmiitUftioiii]iBiAlmNo.fS4^afciC^.9.BMS>V~ 
tWaabii«ioD:  Ubor  t..,;^,|#;^  and  the  Society  of  Nfttioaa.) 


\ 
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Table  16.  Aob  Limit  for  Admission  to  Work,  LsoiiL  Period  of  Nigbt 
Rnr,  AND  BdAXiMnM  Hours  of  Labor,  for  Young  Persons  in  Specified 
EuBOPBAN  Countries  Before  the  Outbreak  of  the  War 


Country 

Age  limit 

&ear8) 

Night  rest 
(hours) 

Maximum 
hours  of  labor 

Denmark. 

France 

Great  Britain 

Finland 

Greece 

Norway — 

Serbia 

Sweden 

Switzerland.  . 
Netherlands 
Germany.  . 
Austria. . . 
Bosnia 

18 
18 
18 
18 
18 
18 
18 
18 
18 
17 
16 
16 
16 
16 
16 
16 
15 
15 
15 
15 

10 

8 

12 

10 

11 

11 

0 

11 

11 

11 

11 

9 

9 

8 

8 

8 

8 

8 

9 

8 

10 
10 
10 
12 
10 
»10 

no 

10 
10 
10 
10 
11 
11 

Belgium 

12 

Luxemburg.  .  . 

Portugal 

Russia. . . 
Italy 

Bulgaria 

Rumania 

10 

10 

8 

11 

8 

8 

*  54  hours  per  week. 

•  In  winter,  10  hours. 


These  standards  are  not  absolute  but  are  subject  to  exceptions 
under  certain  conditions,  as  for  instance  in  case  of  accidents 
arising  from  act  of  Providence  and  where  preservation  of  perish- 
able products  is  necessary. 

The  prohibition  of  night  work  of  adult  women  workers  has  beon 
the  subject  of  an  international  agreement  (September,  1906)  to 
which  14  countries  are  parties,  namely:  Austria,  Belgium,  Den- 
mark, France,  Germany,  Great  Britain,  Hungary,  Italy,  Luxem- 
burg, Netherlands,  Portugal,  Spain,  Sweden  and  Switzerland. 
Under  the  agreement  the  maximum  night  rest  of  11  hours  is 
required.  For  most  countries  these  standards  had  been  estab- 
lished nationally  previous  to  the  international  agreement,  and 
amoimted  to  little  more  than  the  acceptance  of  a  symbol,  or  the 
making  of  an  empty  gesture.  Other  countries,  however,  sub- 
sequently registered  their  approval  of  the  standards  set  up. 
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tare 


The  reiulU  of  tht*  night  work 
following  Ubular  8iaU*iiit>nt:** 

Tabui  17.    Lbqal  Nioht  Eht 


b  the 


AMD  AFTan  vn 


After 


Gcmuui  Soipire 

Auitrk 

Hungary.  . 
BotniA. 
Belgium 
Denmark... 

Spdn 

France 

Gmit  RntaiT) 

lUl.N 

Luxemburg. 

Portugal 

Netherlands 
Norway.  .  .  . 
Russia . 

Pinlanci 

Sweden 

SwitMrland. 

Gr«ce. 

I  i<  htenstein . 

Bulgaria. . . 

Serbui.  .  . 
Rumania.  .  . 


Ohoun 
0  hours 
NorQguktkm 
Noreguktloo 
No  tegolatioQ 
Nomgnklkm 
Noregulatkm 
8  hours 
19  hours 
Shows, 

10 

Noiegaktmn 
Noregulatkm 
lOhotvs 
No  regulation 
8  hours  (in  teztHe 

factories) 
Noreguktiao 

No  legokitkHi 

10  hours,  winter 
No  regulation 
Norsguktion 
NoregulatkMi 

No  regulation 

Norcgolatioo 


U 

11 

11 

i 

11 

No 

11 

11 

It 


11 
11 
11 
11 

to  horns 


8 

No 


llhoitrs 


Ml) 


Certain  colonies  of  the  Europemn  powers  obeerve  the 
in  question.  Algiers,  Tunb,  Tnnidmd,  Tohego.  Ceyloiu  Geld 
Coast,  North  Nigeria,  and  Uganda  have  acoeded  to  the  eo»- 
vention.  The  11 -hour  limit  for  the  night  rest  ii  eaeeeded  by 
Ontario,  New  South  Wales,  Wcateni  Australia,  and  New 
the  range  being  from  18  to  14  horns  as  a  minimum. 
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The  10-hour  working  day  for  women  as  a  maximum  was  in 
force  before  the  war,  in  Germany,  Norway,  Switzerland,  Greece, 
Portugal,  England,  France,  Bulgaria  and  Serbia.  It  is  11  hours 
in  Austria  and  Hungary,  Bosnia,  Lichtenstein,  Spain  (textile 
mills,  10  hours  or  60  a  week)  and  Rumania;  11}  hours  in  Russia; 
12  in  Italy  and  Finland;  10  hours  in  Sweden  and  Denmark  up  to 
age  18,  and  in  Luxemburg  up  to  age  16;  12  hours  in  Belgium  to 
age  16. 

Saturday  work  is  limited  in  Great  Britain,  Germany,  Nether- 
lands, Switzerland,  Norway  and  Serbia. 

The  weekly  hours  of  work  for  women  in  factories  as  fixed  by 
law  in  various  European  countries  are  as  follows: 

Great  Britain  (textile  mills). 

Netherlands,  Serbia. 

Switzerland. 

Great   Britain    (non-textile   factories);   Spain    (textile 

mills),  France,  Bulgaria,  Greece,  Portugal. 
Austria,    Bosnia,    Hungary,    Lichtenstein,    Rumania, 

Spain  (non-textile  factories). 
Russia. 
Belgium,  Italy,  Luxemburg. 

In  Canada^  Quebec,  Ontario,  and  New  Brunswick  have  re- 
tained the  10-hour  day  for  women.  Manitoba  and  Nova  Scotia 
have  a  9-hour  day,  and  British  Columbia  an  8-hour  day.  Saskat- 
chewan has  the  shortest  working  week  for  women,  namely  46 
hours. 

Argentina  has  introduced  the  10-hour  working  day  for  Buenos 
Aires  (in  wintef  8  hours)  and  Ecuador,  Uruguay,  Finland,  Nor- 
way and  Germany  have  an  8-hour  day  which  applies  to  all  occu- 
pations. 

In  Australia  the  48-hour  week  prevails  in  the  six  states  of  the 
Federal  Union;  the  working  day  can  be  at  the  most  10  hours  in 
Victoria  and  in  Western  Australia  8}  hours.  The  45-hour  week 
(or  the  8}  hour  day)  prevails  in  New  Zealand. 

In  Africa  the  same  regulation  of  working  hours  applies  to  women 
as  to  men.  The  12-hour  day  is  in  force  in  Japan,  as  well  as  in  the 
textile  factories  of  the  East  Indies;  it  is  11  hours  in  other  East 
Indian  factories.  Aji  9-hour  day  for  women  up  to  18  years  has 
been  introduced  in  the  tea  plantations  in  Assam. 


52^  hours 

58 

tt 

59 

« 

60 

*t 

66 

« 

m 

« 

72 

« 

H 

iUfuhHtm*  of  Hoyn  t^  AiuH  MalM 

Ix^gUlation  limiting  the  houn  of  adult  male  workcn  falk  into 
two  dasses,  the  first  afTfcthf  pcnoot  b  oocupatJoos  oC  everj 
daas  and  that  affecting  only  thote  b  daafcrous  and  uaheahhf ul 
trades.  The  Utter  dast  compriMs  the  csritait  kfUatioo  rcstrtci- 
ing  the  hours  of  labor.  In  tha  daya  ol  tha  fvOda  b  Gcnnany 
a  woridng  day  of  six  hours  waa  obaatad  b 
that  the  present  prevailing  hours  actually  mark  a  dadba  b 
respects.  Today  the  mines  of  England  are  oo  the  wffa  of 
ing  tlic  6>hour  day;  and  Lord  Leverhubne  of  that  country  boks 
to  tlie  6>hour  day  in  indu.stn'  as  ixrhaps  a  not  distant  vaalMBtbB. 

Of  the  hazardouii  and  unhealthf ul  occupatiooa  mbbf  b  algnif* 
icant  for  the  relatively  short  hours  of  labor  ubsM'^Ml  by  ila 
workers.  It  has  been  estimated  that  three-fourths  of  the  world's 
ooal  supply  is  at  present  produced  on  the  8-hoiir  day.**  The 
length  of  the  underground  sliift  in  mining  b  varbus  Boropean 
c*ountries  is  as  follows: 

Bosnia . .  It    boms 

Riusis...  IM     ** 

Rumania. . .  lo       " 

Austria 9  " 

Belgium  (coal  mineii)  S|  ** 

Spain 8t  - 

Netberlandi S)  ** 

Australia  (New  Soulli  Wal«i)  ft 

France  (coal  minet) 8  " 

Great  Britain  (coal  minet) ...  s  " 

Tlie  statu tor>-  hours  are  48  per  week  m  Germany*  Grrecp,  Nor- 
way, Finland.  No  regulations  are  found  in  Hungar>\  Bulgaria. 
Italy,  Luxemburg  and  Servia,  all  of  which  have  mines.  The  houn 
as  stated  above  mean  something  a  trifle  different  b  each  coiflitry 
according  to  the  definition  of  a  shift  The  mtention.  bowevtr,  is 
generally  to  prevent  the  stay  of  the  nuner  underground  beyond 
the  stated  limits.  The  British  coal  mines  regulation  art  of  IMS 
provided  apparently  for  an  S-hour  shift  from  bank  to  bank,  bat 
exceptions  allowed  make  the  law  practically  a  9  or  9)  hour  law, 
hence  the  demand  on  the  part  of  the  nuDen  to  change  the  wordiQg 
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from  "eight"  to  "six"  and  thereby  to  establish  a  real  8-hour  day 
underground.  The  miners,  however,  compromised  their  demand 
and  accepted  a  7-hour  day  as  had  been  promised  by  the  govern- 
ment. 

Hours  of  Labor  in  General  Employments 

Some  of  the  general  factory  laws  of  the  European  countries  pre- 
scribe within  certain  exceptions  prevailing  hours  of  work  for  factory 
employes.  Most  factory  laws  do  not,  however,  regulate  the  hours 
of  work  of  adult  males.  The  Swiss  factory  law  of  June  18,  1914, 
reduced  the  working  day  in  factories  from  11  to  10  hours.  Nine 
hours  may  be  worked  on  Saturday.  Overtime  in  excess  of  2 
hours  a  day  nor  for  more  than  80  days  a  year  is  prohibited.  The 
law  may  not  be  evaded  by  giving  out  work  at  home.  Spain,  in 
1918,  also  legalized  the  10-hour  day  or  60  hours  a  week.  France 
limits  the  workday  to  a  maximum  of  12  hours;  but  ministerial 
and  other  regulations  may  prescribe  fewer  hours.  For  example, 
regulations  have  limited  the  hours  of  labor  of  engineers  and  fire- 
men on  railroads  to  10  a  day.  The  longest  hours  of  consecutive 
work  may  not  exceed  17.  In  Austria  the  factory  day  is  fixed  at 
11  hours,  but  with  numerous  and  important  exceptions.  Den- 
mark, Italy  and  Sweden  do  i^ot  regulate  hours  of  adult  males; 
the  matter  is  left  to  private  contract. 

Eight  Hour  Laws 

The  8-hour  laws  are  of  special  interest.  They  are  in  most 
cases  the  result  of  revolutions  or  war-time  conditions.  While 
they  are  not  all  in  warring  countries,  the  war  psychology,  the 
war-time  restlessness  of  labor,  lies  back  of  them,  however  remote 
from  the  actual  scene  of  operations  the  countries  affected  may  be. 

Immediately  following  the  Russian  Revolution  in  March,  1917, 
the  Finnish  Senate  ordered  the  8-hour  day  in  state  railroad  shops 
and  the  government  printing  oflSce.  On  November  27,  1917,  a 
general  8-hour  day  was  legalized  after  extensive  strikes  in  the 
metal  industry  and  after  it  had  been  agitated  and  secured  in 
several  other  trades  by  collective  agreement."  As  amended 
August  4,  1918,  it  provides  for  a  general  8-hour  day  in  all  trades 
and  occupations,  allows  overtime  not  exceeding  2  hours  a  day, 
or  24  hours  in  2  weeks,  and  200  hours  a  year;  but  an  additional 

*  Sociaia  Meddelander  utgivna  av  K.  SociaUtryreUen,  Stockholm,  1917,  No.  6, 
pp.  802, 808;  Firdanda  ForfaUmngstamling,  1917,  No.  108, 1918,  No.  94. 
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150  hours  a  year  majuintim  may  be  aOonwl  by  ipedal  order  of 
the  factory  inapectort. 

Two  other  EuropeaD  counlnei  now  hare  a  univanal  S-ho«r 
day,— Norway  and  Germaoy  hmwing  aeoeded  to  the  demande  of 
their  workers,  the  former  in  a  temporary  ad  of  Aufust,  1018,  and 
the  latter  by  an  order  of  the  Proriiioaal  GofvemneBt  Nofvenrfier 
^^  ^'>^^  The  Norwegian  act  restricts  the  workiiV  day  in  Ha 
to  8}  hours  and  the  week  to  48  hours.  Theactrepsab 
the  9-hour  day  or  the  54-hour  week  ^mt^r^n^  in  the  factory  act 
of  1915.  It  remains  in  force  during  the  war  period  and  19  motttks 
after  the  peace  dedaration.*' 

The  order  of  the  German  Government**  applies  to  workers  m  all 
industrial  establishments,  inclusive  of  mining.  Federal,  state  aod 
municipal  works,  and  ''in  agricultural  subsidiary 
of  ail  industrial  nature."  This  latter  phrase  probably 
for  instance,  such  operations  as  those  of  creameries  or  dairies  or 
rtories  run  as  part  of  the  operations  of  large  landed 


o  order  provides  for  a  net  8-hour  day,  i^e.,  one  eudusivs  of 
rest  periods,  but  permits  that  a  shorter  Saturday  or  day  preceding 
a  holiday  may  be  observed  by  making  up  the  neoessary  hoiBS 
during  the  other  working  days.  General  eiosptfcins  to  the  dsfliy 
working  hours  are  to  be  allowed  in  raifaroading  and  the  various 
services  of  communication ;  but  these  exoeptioiis  are  to  be  arraofed 
by  agreements  between  the  parties  or  by  governmental  order  in 
default  of  such  agreement.  Temporary  emergeocy  work  is 
Oiiempt  from  the  law. 

Work  of  a  continuous  nature  and  where  an  immediate  shortafs 
of  labor  exists  may  secure  q>ecial  eiemption  after  ooosuhatioa 
with  both  empfoyers  and  workers.  Sixteen  hours  is  the  msadBnm 
allowed  at  shift  changes  in  continuous  operataoos,  to  be  lolowod 
by  an  unmtemipted  rest  of  84  hours  for  those  m*^the  ovcriappiai 
shift. 

While  the  48-hour  week  is'the  rule  by  collective  baifainini  in 
Australia,  one  of  the  states  in  1916  enacted  an  8-hour  law.^    In 

w  8atUU  rnMMm^  ■»<  m  ikpmUwmtUi  fct  8mUb  Btkm.  Bmdd.  h 
•§  Fiahri:  Chrirtiuiia.  1018.  No.  4;  ^  187. 
^RmekmrUmttM:  B«rlin.  lOlS  (Duuilifr);  p.  8S0. 
•'NtwaotikWtimQfmmirmt  Book  1917.  V^m. 
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practice  in  New  South  Wales  the  8-hour  principle  is  applied  in  5 
working  daj's  of  8j  hours  each  and  4J  hours  on  Saturday.  The 
8-hour  act  of  1916  limits  work  underground  in  coal  mines  to  96 
hours  in  14  days  for  firemen,  examiners,  etc.;  to  48  hours  in  6  days 
for  men  handling  coal;  and  to  8  hours  during  the  24  for  all  others. 
In  metalliferous  mines,  above  ground  work,  it  is  limited  to  8  hours 
in  the  24,  or  88  hours  in  14  days,  and  in  underground  shifts  6 
hours  if  during  4  hours  the  temperature  is  above  81  degrees 
Falirenheit.  All  other  industries  are  to  operate  8  hours  p)er  day 
for  6  days  a  week,  48  per  week  or  96  hours  in  14  days.  Overtime 
18  not  prohibited,  but  must  be  paid  for  at  prescribed  rates.  How- 
ever, it  may  be  prohibited  by  agreement  or  by  an  award  of  an 
industrial  court. 

The  factory  act  of  1908  of  New  Zealand  requires  8|  hours  work 
per  day  and  48  hours  per  week  with  restricted  overtime  to  be  paid 
for  additionally  but  at  regular  rates.  It  is  interesting  to  note  that 
those  doing  work  in  their  own  establishments  must  observe  these 
hours.  This  is  aimed  at  the  Chinese  laundry  men  to  prevent 
unfair  competition  on  their  part  with  local  labor.  The  usual 
method  of  all  laws,  it  may  be  observed,  is  to  lower  standards  to 
prevent  competition  of  backward  and  low  standard  labor;  here  is 
an  instance  of  raising  standards  to  prevent  competition. 

Two  Spanish  American  states  have  enacted  general  8-hour 
laws,  namely,  Ecuador  and  Uruguay.*®  The  Uruguayan  law  of 
November  17,  1915,  makes  the  8-hour  day  applicable  to  any 
factory,  workshop,  shipyard,  stoneyard,  harbor  works,  shipping 
and  all  commercial  and  industrial  undertakings,  including  also 
pubUc  works.  While  overtime  is  permitted,  the  hours  of  work 
may  not  exceed  48  per  week.  The  law  of  Ecuador,  September  4, 
1916,  while  very  similar  in  its  scope  and  application,  is  apparently 
less  drastic  in  its  overtime  provisions,  and  does  not  apparently 
restrict  the  amount  except  in  so  far  as  extra  compensation  is 
required  to  be  paid. 

*•  Monthly  Review  of  the  U.  S.  Bureau  of  Labor  Staiirtict;  Washington,  April, 
1916;  Jan.,  1917. 


Recent  Phases  of  Competition  in  International 

Trade 

By  WiLUAic  B.  CoLTni* 
ChAirmM.  fbdanl  IWU 


A  LTERRD  competttive  conditions  in  tntmutioiud  U«de  r9* 
^^  suiting  fruin  tlic  world  war  have  coDiplrtrly  diMUTaofed  IIm 
world  *8  conunercial  cheatboaid.  A  rtgrouping  it  iakiof  plao0 
wh<*rt*hy  the  r<*lative  poditioiui  and  •ph<*n*i«  of  in^'MTwy  of  Ikt 
l«*ading  commercial  countries  are  being  vitally  affected. 

IMor  to  the  war  Great  Britain,  Germany,  the  United  Stoles  and 
France,  in  the  order  named,  divided  the  lion's  ihare  of  the  world^e 
foreign  trade.  Now  the  way  seems  open  (or  the  Ignited  Stolee  lo 
take  first  place.  From  a  debtor  it  has  beoome  the  Icadinf  creditor 
nation  of  the  world. 

Japan's  foreign  trade  exhibits  a  remarkable  growth.  In  19 IS 
it  had  a  balance  of  trade  of  imports  over  exports  of  apprnTimaldly 
$48,485,715.  In  1917  the  export  trade  of  Japan  shoived  a  bakaee 
of  9288,606,295  over  imports. 

Of  the  neutral  countries  of  Europe,  Sweden,  Di*Qmark  and  Spain 
show  a  great  proportionate  growth  in  tiieir  foreign  trade 
the  war,  as  do  also  Argentine,  Brazil  and  Chile.  On  the 
hand  Great  Britain  and  France  have  suffered  heavy  losses  in  tlM 
money  value  of  their  foreign  trade.  So,  too,  Russia,  the  Nether- 
lands  and  Norway. 

This  universal  dislocation  of  commerce  and  trade,  invoivtnf  lo« 
of  trade  on  the  one  hand  and  acqui.^'tion  of  new  markets  on  tke 
other,  has  greatly  stimulated  activity  in  foreign  trade, 
regain  what  has  been  lost  or  is  being  endangered  by 
tors,  and  to  hold  and  expand  what  has  been  newly 
l>ass  all  precedents  in  scope,  in  keenne«  of  rivalr>*  and  in 
tic  methods  of  endeavor.  The  attention  of  bustness  men  has  bean 
t  horoughly  aroused  as  to  the  future  possibilities  of  foreign  markets, 
not  as  dumping  groimds  for  temporary  over-produetioo,  bnt 

^AckDowledgment  is  mMle  to  the  paliMt  sad  hJIftd 
WOlkm  Note  of  the  Federal  Trade  Cnsnifirfns  steff.  ia  Ike 
peper. 
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as  permanent  fields  for  enterprise.  Individual  and  collective 
efforts  on  the  part  of  private  concerns  to  establish  and  foster  trade 
relations  with  foreign  markets  are  being  backed  up  by  government 
aid  and  cooperation.  A  world-wide  drive  for  foreign  trade  has 
begun. 

Great  Britain 

The  most  comprehensive  preparations  for  promoting  foreign 
trade  made  during  the  war  by  any  of  the  leading  industrial  coun- 
tries of  the  world  have  been  made  by  Great  Britain.  Her  over- 
sea trade  machinery  has  undergone  a  complete  over-hauling. 
Shortly  after  the  outbreak  of  the  war  Sir  Edward  Grey  voiced  the 
view  generally  prevailing  in  British  official  circles  as  well  as 
among  business  men  and  others  interested  in  commerce  and  in- 
dustry as  follows : 

If  we  want  to  capture  trade  in  neutral  markets  we  must  see  to  it  that  we  have 
high  production  instead  of  low.  The  other  want  of  ours  is  industrial  organiza- 
tion. Without  this  we  cannot  successfully  comi>ete  with  American  and  Grerman 
industries,  which,  owing  to  their  own  superior  method,  work  en  masse.  We  are 
far  too  individualistic  as  a  rule.    We  have  to  combine  to  hold  our  own. 

This  plea  for  concerted  effort  for  solidarity  of  trade  interests  at 
home  and  for  cooperation  in  meeting  foreign  competition  found  a 
responsive  audience.  Henceforth  economic  unification  of  the 
different  industries  of  the  United  Kingdom,  and  on  a  larger  scale 
economic  nationahsm  of  the  business  interests  of  the  whole  Empire 
became  the  watchword,  and  gave  a  new  direction  to  the  commer- 
cial policy  of  the  nation. 

The  Committee  on  Commerical  and  IndiLstrial  Policy 
after  the  War 
In  1916  the  Prime  Minister  appointed  a  Committee  on  Commer- 
cial and  Industrial  Policy  after  the  War  which  was  "to  consider 
the  commercial  and  industrial  pK)licy  to  be  adopted  after  the  war." 
Among  its  terms  of  reference,  this  committee  was  to  consider 
"what  steps  should  be  taken  to  recover  home  and  foreign  trade 
lost  during  the  war,  and  to  secure  new  markets."  In  its  final 
rei>ort  presented  to  Parliament  in  1918  the  committee  points  out, 
among  other  things : 

That  notwithstanding  the  strength  of  the  United  Kingdom's  economic  position, 
there  is  a  widespread  feeling  that  a  reconsideration  of  our  industrial  and  trade 
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is 
loff«ifn  oompetitioo.  hmatd  \an§ify  iipcMi  a 
produoUoo  Aod  diftHbotioa  wWoli  km 
N«  in  the  Unitad  i"»yLrw     WUt  ttot  b  a 
combintioo  not  oely  may  twMJ  to  rWainlA  fadWAMJ  lritkth» 
to  whieh  tbt  fwofraa  of  Britfab 

but  alao  may  be  carried  to  a  point  at  which  it  boeonMO  infairiail  lo  tka 
intereati  ol  the  oooBtiy,  «•  afraa  jwaHir  wHk  Hm  opWoa  that  Im 
portant  difaetioM  tba 

ba  anpplamantad  or  antiwiy  nylketd  by  coapatatfai  aad  aotli  itiMffn  i  in 
ol  (1)  tha  lacurinf  ol  aoppliea  ol  matariala.  (t)  pwwfnrtloB  (io 
itandarHiiation  and  arfeotific  and  Jnduatrial  taaoarch),  and  (t)  i 
We  reoogniaa  that  the  formation  ol  iiipnJMiliiM  lor  ^tadk^  k  impaet  of 
overaeaa  tiada  will  atimolato  tha  niwati«i  ol  ooaMMtfiM  Idt  tha  ooalral  ol 
domestic  aalea.  Wa  beUgre.  howotar.  that  anch  daralripmMit  k  not  oa<y  dmi^ 
able  in  aoma  caaea,  but  practioaUy  inaritabla  unflar  modarn  rnnititinna.  and  that 
the  attitude  ol  public  opinion,  ol  kical  authoritiaa  and  tha  atata. 
hitherto  been  antafoniatic,  muit  ba  modiflad.  Wa 
far  from  being  adverae  to  the  intoaala  ol  labor,  rmmMnatJiini  ol 
on  the  whole  beneBdal  to  the  workers  in  the  trade  affected  in  reapaet  ol 
ol  employment  and  other  matters. 


The  policy  advocated  by  the  conunittee  hmt  bem  aciivdy  pro- 
uioted  by  the  British  Board  of  Trade  duniig  the  past  two  yetn. 

Fostering      Key*'    lndudn$$ 

Two  further  points  emphaaixed  by  the  Committee  oo  Commer- 
cial  and  Industrial  Policy  after  the  War  relate  to  certain  essential 
industries.  These  so-cdled  "key"  or  "pivotal**  indiiatriea  com- 
prise certain  special  commodities  which  are  4'onridfired  eMential  to 
national  safety,  as  being  absolutely  indispenaable  to  important 
British  industries,  and  which  were  supplied  before  the  war  eottrely 
or  mainly  from  present  enemy  souroet  imder  preaent  enemy  ooo- 
trol.  In  addition  to  synthetic  dyea  and  speller,  tbey  iaehide 
tungsten,  magnetos,  optical  and  chemical  glass,  horieiy 
thorium  nitrate,  limit  and  screw  gaugea,  and  certain  drugs. 

Regarding  these  "key"  industries  the  committee 
"that  they  should  be  now  maintained  in  Great  Britain  at  all 
haiards  and  at  any  expense,"  and  that  "failing  eflkcieBt  and 
quate  output,  the  goverament  aboaM  itaelf  trndertako  the 
facture  of  suchi;artidea  as  may  be  eMential  for  satioBal 
The  committee^  recommended  the  estaMiAment  of  a  permaaeat 
board  to  be  known  as  "the  Special  ladnaUisa  Board 
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with  the  duty  of  watching  tlie  course  of  industrial  development 
and  of  framing  from  time  to  time  detailed  schemes  for  the  promo- 
tion of  "key**  industries.  This  board  is  to  be  represented  in 
Parliament  by  the  head  of  the  respective  department  which  is 
entrusted  with  the  care  of  the  commercial  and  manufacturing 
interests  of  the  coimtry. 

Already  action  has  been  taken  by  the  British  government  to 
foster  certain  "key"  industries,  particularly  that  of  artificial 
dyestuffs.  Under  a  special  law  the  British  government  has 
granted  large  subsidies  to  British  dyes  and  other  dyestuff  manu- 
facturing plants.  To  strengthen  further  the  industry,  a  scheme 
for  amalgamating  the  leading  British  concerns  manufacturing 
coal  tar  dyes  has  had  the  active  backing  of  the  Board  of  Trade  and 
is  now  being  consunmiated.  The  new  concern,  which  will  include 
British  Dyes,  Ltd.,  and  Levinstein,  Ltd.,  will  convert  the  British 
dyestuff  industry  into  one  large  national  industrial  unit,  sub- 
sidized by  the  government,  and  powerful  enough  to  cope  with  any 
foreign  competition.  On  February  24,  1919,  the  Board  of  Tradf 
issued  an  order  prohibiting  the  import  of  dyestuffs  except  by 
license.  A  Trade  and  Licensing  Committee,  composed  of  an  equal 
number  of  representatives  of  the  dye  manufacturing  and  dye 
using  industries,  will  administer  the  order. 

The  British  Board  of  Trade  Reorganized 

The  inspiration  and  center  of  the  whole  movement  for  British 
trade  expansion  is  the  British  Board  of  Trade.  From  there  ambi- 
tious plans  for  reconstructing  the  domestic  and  foreign  trade 
machinery  of  Great  Britain  have  emanated,  and  have  been  put 
into  execution.  The  board  itself  has  undergone  a  complete 
reconstruction  during  the  war.  As  constituted  under  the  new 
scheme  of  organization  the  Board  of  Trade  consists  of  two  main 
departments — The  Department  of  Commerce  and  Industry,  and 
the  Department  of  Public  Service  Administration. 

The  Department  of  Commerce  and  Industry  is  mainly  con- 
cerned with  the  development  of  trade,  with  vigilance,  with  sugges- 
tion, with  information  and  with  the  duty  of  thinking  out  and 
assisting  national  commercial  and  industrial  policy.  It  is  sub- 
divided into  the  following  divisions:  (a)  Commercial  Relations 
and  Treaties,  (b)  Overseas  Trade  Development  and  Intelligence, 
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(c)  Industriet  mad  Mamifacturett  (d;  InduMtrui  Fropcrty,  (e; 
Induitriftl  Poww  aad  Trmoiportt  (f)  SUtMoi. 

The  Department  of  Public  Senrioe  Adwhiirtfatiop  it  prtmArily 
engaged  in  the  esereiae  of  statutory  and  other  ^■"'■H'^'f-^ 
functions  of  a  permanent  nature  with  regard  lo  marine  affaht* 
public  utilitit*!!  and  harlx>ra,  railways,  compaaiaa  tmd  baakruf>try. 


Trads 

Side  by  side  with  the  various  activities  o(  tha  British 
ment  in  its  drive  for  promoting  foreign  trade,  some  of  the 
tioos  made  by  British  trade  assodations  for  developing  eiport 
trade  merit  special  attention.  The  Federatioo  of  British  lodua- 
tries  at  its  bat  annual  general  meeting  in  October,  1018,  had  a 
membership  of  051  in  which  number  104  trade  aasoeiataooa 
included.  Hie  federation  represents  16,000  nuurafactnriog 
panics  with  a  total  capital  of  t90»000,000,000. 

The  president  of  the  federation  in  his  presidential  address  said, 
amonK  oUut  tilings,  that  **  it  wouUl  add  enormously  to  thestN^gth 
of  tlie  feiieration  and  to  British  industry  generally,  if  their  liQfS 
membership  would  definitely  adopt  the  policy  of  buying  oadi 
others*  products  in  preference  to  foreign  goods.**  A  resohttioo 
was  passed: 

That  mmmiMionm  or  rvpretentattTM  of  tht  federaUoo  ht  aiipoiDtod  la  t^h 
of  such  OTwnai  msrkets  as  may  be  dalwaiiuad,  who  are  to  act  as  a  c«aUr  9m 
oollectliig  and  daadfying  informattoo  from  all  parti  of  the  market  aiva  lo  wUeh 
the  rwnmkrinper  is  accredited;  to  inititote  a  doae  ioquin-  talo  thi 
rMourecs  of  the  country;  to  keep  Hfta  of  Uke^  men  to  act  ai  afeiita  for 
to  retain  a  legal  adviser  m  the  oountr>'  f or  the  u«e  of  mrmbcm;  to 
propafaiida  for  Britiah  trade;  to  havr  a  librar>'  ftir  trade  litrrmtarr  and  eala> 
bfoee;  to  fire  iaforiDatioii  as  to  the  financial  poMtioa  of  loonl  irva:  give  advice 
on  kical  and  trade  OMtoaia;  toformalink  with  theiiisi—itiliiwef  thr  Britkh 
government  with  a  view  to  aecuring  the  aaewtaace  of  the  gDvcraaeent  for 
manutacturere  wnere  neceMary;  to  arraage  wr  eooperaave  piaflHig  m 
menU;  to  create  new  or  get  in  loach  with  triithig  MiDiialioM  el  — d 
rmnpoeiMl  of  the  priaeipal  firsM  eagnged  or  infeHvetnl  in  tnduvtry;  la 
hxal  board  of  iiwdneut  liwiiiuM  men  In  iympathy  « ith  Hritiah  alaM  k 
him  generally. 

The  British  Manufacturers'  Corporation  is  another  trade 
ization  which  has  recently  been  formed  '*  to  ensure  British  trade 
prestige  in  overseas^maiiLets.'*  Its  niciubcrahip  includes  krfe 
and  small  manufacturers  in  all  industries.  It  is  to 
instrument  for  the  getting  ci  orders  from 
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Sir  Charles  Mandleberg  of  Manchester,  one  of  the  founders  of 
the  corporation,  recently  said  that  "the  aim  of  the  corporation  is 
to  equip  British  manufacturers  in  every  possible  way  for  the  com- 
ing struggle,  and  instruct  that  no  manufacturing  firm  with  hopes 
of  increasing  its  exj>ort  trade  should  be  left  outside  this  organiza- 
tion in  the  national  interest,  or  can  afford  to  remain  outside  it  in 
its  own  interest "  The  scheme  which  the  corpora- 
tion propases  to  put  into  operation  hinges  upon  the  "man  on  the 
spot,"  the  directing  spirit  in  the  foreign  market  who  is: 

To  guide  manufacturers  in  catering  to  trade,  protect  their  interests,  and  be 
first  on  the  track  for  possible  orders  for  them.  He  is  to  secure  the  best  agent  in 
the  country  concerned;  will  retain  the  services  of  technical  experts,  and  will 
generally  communicate  every  change  or  development  in  trade  requirements  to 
the  members.  The  home  arrangements  include  an  information  bureau  in  the 
chief  manufacturing  centers  here,  and  also  facilities  for  advances  of  money  and 
the  guaranteeing  of  foreign  accounts. 

Bank  Amalgamations 

A  matter  of  material  importance  and  of  vital  bearing  upon 
London's  preeminence  as  the  financial  center  of^the  world  consists 
in  the  recent  amalgamation  of  British  banks.^  /As  a  result  of  this 
process  of  concentration  of  financial  power ,Vthere  are  now  only 
five  big  London  banks  apart  from  the  Bank  of  England.  One  of 
the  most  important  bank  amalgamations,  effected  in  1918,  was 
that  of  the  London  Joint  Stock  Bank  with  the  London  City  and 
Midland  Bank.  The  branches  and  agencies  of  the  two  banks  in 
foreign  countries  cover  the  whole  world.  Sir  Edward  H.  Holden, 
chairman  and  managing  director  of  the  new  concern,  in  a  speech 
at  the  annual  general  meeting  of  shareholders  in  London  on 
January  29,  1919,  discussed  the  bank's  financing  of  imports  and 
exports  for  the  past  year  as  follows: 

Tbeacceptancesamount  to  £18,146,000  against  £8,827,000  last  year.  Theseare 
our  acceptances  on  behalf  of  Colonial  and  foreign  bankers,  and  it  is  through  this 
medium*  that  our  imports  and  exports  are  financed.  We  must  expect  these 
figures  to  grow  still  larger  now  that  the  war  is  over  because  trade  restrictions  in 
this  country  and  in  foreign  countries  are  being  removed.  When  goods  are 
shipped  to  this  country  from  foreign  countries  they  are  paid  for  by  the  negotia- 
tion of  the  aooeptanoes  of  the  English  bankers,  and  when  exports  are  made  they 
also  are  paid  by  the  negotiations  of  these  acceptances  in  one  way  or  another. 
Of  course  the  payment  of  theie  aoc^tances  is  ultimately  madejin  London,  and 
this  has  been  one  of  the  means  by  which  London  has  become  the  financial  center 
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oftbawoHd.  W« hops, of flonnt. thai LMdMwfliMMlBtkt 
After  Uie  wtf .  but  thb  wOl  (kfMwl  to  •  hift  mOmd  ipM  tht 
wbkfa  London  banlnn  are  able  to  nlord  hni^  bnlMi  bgr  wiqr  of  i 

Sir  Edward  Holden.  on  the  nuiie  ooeirion,  rrfwml  to  a  pita 
of  tending  a  part  of  the  lumk'f  staff  afaraad  to  work  in  tanlpt 
banks  to  acquire  the  languafe  of  oilMT  oouBtriaa  ao  wen  M  a  better 
knowledge  of  foreign  biisij 


The  victorious  outcome  of  the  war  for  the  Allies  has  Jefitifed 
German  plans  for  future  trade  ezpansioii  fai  tiw  worid's  market  of 
their  one  vital  prerequisite, — victory  for  the  Central  Powers. 
Virtually  all  of  Germany's  ambitious  plans  for  international  eon- 
raerdal  supremacy, — whether  they  embraoed  the  wckfiof  of 
closer  economic  relations  between  Germany  and  AnstrM^Hm^tfy* 
the  promotion  of  her  trade  with  the  Near  East,  with  Latin  AnMr> 
ica  and  other  parts  of  the  world,  or  whether  they  rekted  to  the 
importation  of  raw  materials,*  the  expansioii  of  her  merehantmarine 
and  of  her  oversea  banks, — were  predicated  on  a  vieiorioos  eoo- 
dusion  of  the  war  on  the  part  of  Germaay.  The  signing  of  the 
first  armistice  spelled  disaster  for  Germany's  ambitions  as  a 
in  international  trade. 

The  elaborate  plans  for  rehabilitating  her  foreign  trade 
out  by  the  new  ReichswirtschaftMunt  (Imperial  DepartflMot  of 
Economic  Affairs)  which  was  organised  during  the  war;  the  prep- 
arations made  by  private  associatioos  for  promoting  foreign 
trade,  like  the  "Deutscher  Levante  Vcrbaod  (German  Levant 
Association)  and  others,  appear  impotent  and  innocuous  in  the 
light  of  the  helpless  economic  condition  in  which  Germany 
herself  today.  The  political  and  industrial  upheaval 
followed  the  signing  of  the  first  armistice  terms  but 
her  plight. 

For  the  time  being,  at  least,  (jermany  is  eliminated  as  ao 
tant  factor  in  international  trade.  Some  of  her  basie 
which  figured  very  prominently  prior  to  the  war  m  shaping  Ger- 
many's foreign  trade  policy  are  paralysed.'^  ^Her  kiieit 
which  during  the  quarter  of  a  century  preceding  the 
ted  the  backbone  of  (jermany 's  commodal  and  trades  enterprises 
in  foreign  countries,  are  in  a  slate  of 
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by  Luxemburg  of  her  Customs  Treaty  with  Germany  caused  some 
of  tlie  largest  steel  and  iron  plants  to  withdraw  from  the  German 
SU*el  SjTidicate.  Other  difficulties  for  the  Steel  Syndicate  arise 
from  the  Allied  occupation  of  the  Saar  and  Lorraine,  where  works 
of  other  members  of  this  Syndicate  are  located.  It  is  announced 
from  Essen  that  the  local  Workmen  and  Soldiers'  Council  has 
resolved  to  occupy  the  premises  of  the  Rhenish-Westphalian  Coal 
Syndicate  as  a  preliminary  measure  toward  the  nationalization  of 
the  coal  mines.  Some  of  the  leading  plants  controlled  by  the 
dyestuff  cartel  are  in  occupied  territory.  Far  reaching  hopes 
were  placed  on  the  ability  of  the  German  coal  tar  dye  industry  to 
regain  the  dominant  position  which  it  held  in  the  world  markets  in 
the  past.  However,  in  view  of  the  rapid  development  of  this 
industry  in  the  United  States  and  Great  Britain  during  the  past 
four  years,  a  realization  of  these  hopes  app)ears  preposterous. 

What  is  true  of  Germany  holds  good  also  as  far  as  the  other 
members  of  the  Central  Powers  are  concerned.  Whatever  plans 
for  future  competition  and  trade  expansion  in  foreign  countries 
have  been  formulated  and  advocated  by  the  respective  govern- 
ments, by  trade  associations  or  individuals  have  been  disarranged 
by  the  overwhelming  industrial  and  commercial  collapse  following 
defeat. 

France 

The  foreign  trade  of  France  has  suffered  severe  losses  during  the 
war.  While  numerous  plans  for  reestablishing  and  strengthening 
her  future  position  among  the  leaders  in  international  trade  have 
been  discussed  and  advocated  with  much  zeal  in  the  French  press, 
in  trade  circles  and  in  parliament,  the  number  of  constructive 
measures  actually  initiated  is  comparatively  small.  Nevertheless 
the  farsighted  propaganda  work  of  such  eminent  statesmen  and 
leaders  as  Ministers  Cl^mentel  and  Loucheur,  Senator  Flandrin,  M. 
Valli^re,  M.  Boret,  M.  Herriot,  the  energetic  mayor  of  Lyons  and 
others  has  inspired  a  number  of  far-reaching  reforms. 

The  excellent  studies  of  commercial  and  trade  conditions  at 
home  and  abroad  made  by  the  Soci6t6  d 'Encouragement  k  Tlndus- 
trie  Nationale  merit  attention.  The  stimulus  given  by  the  econo- 
mic research  work  of  this  and  kindred  societies  to  the  metallurgical, 
electrotechnieaK  chemical  and  other  industries  of  France  has  in- 
duced many  industrial  enterprises  to  rejuvenate  themselves  and 
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to  introduce  ocmynhmthm  nknm  of  Ihdr  e—MMwiii  BuHinih 
1  trade  aModatiooi  have  been  formrd  for  prooMliBf  the 
iriK  ii'cxport  trade.    One  of  Iheae,  tiie  Naltooal  Aaiophthm  for 
Economic  ExpamioD.  waa  eeUblUied  on  Deosnbflr  15,  1915 
under  the  au^icea  of  the  Paris  ^^"!^?ff  of  CfltnnwTfft. 

Among  other  things  Die  aatoetalioo  aina  at  opaaii^  up  aew 
markets  for  French  produrta  tn  foieifn  oountrica.  The  aample 
fair  at  Lyons  has  proved  highly  soeeeMful,  and  haa  become  an 
international  centre  for  the  exchange  of  oommercial  and  industrial 
information.  The  first  fair  was  held  at  Lorona  in  1016.  At  that 
fair  $10,000,000  worth  of  goods  were  sold,  and  another  $8,000,000 
of  orders  were  turned  away  becauae  French  manufacturers  could 
not  promise  delivery  during  the  war.  At  the  1018  fair  there  were 
3,200  exhibitors  divided  as  to  nationality  as  follows:  American. 
54S;  English,  107;  Italian,  40;  Russian,  1;  Swiss,  114;  SpaniAli. 
33;  Dutch,  22 ;  all  the  rest  were  French  firms.  TUa  year  the  total 
number  of  exhibitors  has  advanced  to  4»700. 

The  law  of  April  13,  1017,  for  the  encouragement  of  the  mari- 
time trade,  authorized  advances  to  French  shipowners  in  Francr 
up  to  a  total  marimnm  of  160  million  francs.  The  loans,  beariaig 
interest  at  6  per  cent  are  to  be  used  for  constructing  or  purchasing 
cargo  vessels.  It  is  provided  in  the  law  that  for  a  period  of  two 
years  the  cargo  of  such  vessels  must  be  destined  to  or  proceed 
from  French  ports. 

The  plan  to  make  the  Rhone  navigable  has  been  widely  ad\*a- 
cated  during  the  war.  The  purpose  is  to  afford  Switserland  an 
outlet  to  the  sea  through  France,  and  thus  to  direct  a  part  of  thr 
Swiss  overseas  trade  by  way  of  Marseilles. 

On  March  15, 1018,  the  Chamber  of  Deputies  made  the  geiieral 
question  of  commerce  and  industry  after  the  war,  part  of  its 
order  of  the  day.  On  that  occasion,  amid  general  approval,  M. 
Valli^  presented  a  program  for  economic  recoontrtirtion  whirh 
onbraoed  among  others,  the  following  points: 

1.  RaductioD  ol  the  price  of  FksDebsMnufacturaibr 
iatioQ  and  impraved  tecbniqiit. 

t.  ImproT«BMot  of  tBchnioAl  odapalioa. 

8.  The  codpermtioo  of  shops  and 
the  purchase  of  raw  matflrisls,  the  ( 
products  at 
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4.  Adaptation  id  French  products  to  the  taste  of  customers,  as  a  means  toward 
the  conquett  of  foreign  markets. 

5.  Development  and  chei^jening  of  transportation. 

6.  Retention  of  French  money  for  French  enterprise,  establishment  of  financial 
facilities,  such  as  long  credits,  etc. 

7.  Reservation  of  mineral  resources  for  the  French,  with  limited  concessions 
ol  miiies,  and  state  participation  in  the  profits. 

8.  AMutance  to  production,  with  a  view  to  reducing  imports. 

9.  AMistance  with  a  view  to  increasing  exports  of  manufactures. 

10.  Increasing  the  number  of  state  enterprises,  and  of  those  in  which  the  state 
shares  the  profit. 

11.  The  deepening  of  rivers  and  harbors,  building  of  a  merchant  marine  and  of 
new  marine  basins. 

Several  of  these  proposals  have  already  been  initiated  and  the 
vigor  with  which  they  have  been  furthered  during  recent  months 
bespeaks  a  promising  future  for  the  industrial  and  commercial 
life  of  France. 

Scandinavian  Countries 

Indications  that  the  business  men  of  Norway,  Sweden  and 
Denmark  are  fully  alive  to  the  future  comjjetition  in  overseas 
trade  are  plentiful.  In  November  last  year  a  congress  of  Scandi 
navian  business  men  was  held  at  Christiania  at  whicli  trade  or 
ganization  for  the  post-war  period  was  discussed.  In  the  course 
of  this  meeting  it  was  pointed  out  that  during  the  war  the  course 
of  development  has  everywhere  been  in  the  direction  of  concentra- 
tion, cartels  and  the  formation  of  monopolies.  In  all  the  more 
important  countries  and  markets  in  which  Norway  is  interested, 
competition,  it  was  stated,  will  be  encountered  from  strong  private 
combinations,  and  also,  to  some  extent,  from  rings  enforced  or 
supported  by  the  state,  with  the  object  of  controlling  the  entire 
foreign  trade.  It  was  argued  that,  being  confronted  by  great 
organizations  in  overseas  markets,  the  work  of  placing  surplus 
exports  at  the  most  advantageous  prices  and  of  buying  articles  of 
consumption  at  favorable  prices,  must  be  carried  out  by  organiza- 
tion and  unity.  Exporters  were  urged  to  operate  in  a  body. 
whilst  importers  were  advised  to  resign  themselves  to  collectivi 
operations  even  on  the  foreign  markets,  where  the  individual 
would  very  frequently  be  subordinate  and  compelled  to  accept 
unfavorable  prices.  Finally  it  was  pointed  out  that  the  conditions 
of  the  future  will  demand  a  higher  mercantile  culture  all  around. 
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Cooperation  with  the  importeni  and  eiporl—  of  iwtfihniiHf 
countrieft— Sweden  and  Denmark— would  abo  flraiifllMi  Nor- 
way's  position  as  buyer  and  sellsr.  This  form  of  eonoomir 
cooperation  b  the  North  seems  esrtain  to  oomo  to  the  front 

in  the  future,  and  gain  the  greatest  •^niariyw  when  oompU*- 
mented  by  the  interchange  of  goods  between  the  three  coimlries. 

In  Sweden  the  policy  of  cooperation  lor  export  trade  has  brm 
put  into  actual  practice  on  a  large  scale.  Last  year  twenty 
Swedish  industrial  associations  combinad  to  form  an  eipoK 
council,  calle<l  the  Svenska  ExportinduiitmTnas 
The  most  important  members  are  the  Iron  Inntitute,  the 
Cellulose  Association,  the  Swedish  Wood  Pulp  Associatioe,  the 
Swedish  Timber  Export  Association,  the  General  Export 
tion  of  Sweden,  the  Swedish  Industrial  Assodatioo.  the 
Chemical  Industries  Office,  the  Swedish  Machine  Industries 
Association,  the  Swedish  United  Goods  Association,  and  thf 
Swedish  Timber  Industries  Association. 

Sweden  *s  plans  for  developing  her  conmierdal  future  embracr 
among  other  things  closer  relations  with  the  Baltic  trade.  With 
this  object  in  mind  plans  are  now  being  carried  out  for  msking 
Malmo  a  free  port.  It  is  l>elieved  that  a  large  volumr  of  trans- 
shipment trade  will  be  drawn  to  that  port,  and  that  ultimately 
Malmo  will  become  the  leading  trade  centre  on  the  Sound. 

Japan 

The  expansion  of  Japan's  trade  and  industries  during  the  war 
has  been  phenomenal.  Large  orders  for  munitions  from  thr 
Allies  and  requirements  from  the  Far  Eastern  countries  and  thf 
South  Seas»  where  the  imports  from  Germany  and  other  l>rlligrr- 
ents  had  ceased  to  come,  enlivened  the  export  trade.  The  scarcity 
of  frei^t  space  throughout  the  world  and  the  aboomal  tise  of 
charterage  of  Japanese  ships  engaged  in  foreign  trade 
shipbuilding.  The  sudden  shortage  of  imported 
trial  products  and  of  machinery  caused  new  entetprises  in 
lines  to  spring  up  at  home.  Lastly,  the*  great  accumnlatinn  of 
funds  owing  to  the  combined  result  of  the  first  two 
tated  the  expansion  of  commercial  and  industrial  activities. 

Japanese  busmess  men  were  quick  to  recognise  the  < 
open  to  them  in  foreign  markets.    In  a  systematic  way  aad 
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hroad  visioned  lines,  actively  backed  l>y  th<'ir  government,  a  well 
organized  foreign  trade  machinery  Wius  rs tal)li.sluMi  willi  Uie  result 
that  the  value  of  the  total  exports  from  that  country  was  trel^led 
in  1918  as  compared  witli  1913.  The  value  of  tlie  exports  from 
Japan  to  Australia  alone  increased  from  $3,172,830  in  1913,  to 
$14,469,855  in  1917. 

A  new  department  in  Japan's  foreign  trade  policy  was  the 
official  inspection  (conditioning)  of  certain  exports.  The  purpose 
of  the  law  under  which  this  inspection  is  carried  on  is  to  establish 
better  grades  of  quality  for  Japanese  export  goods.  Thus  far  the 
compulsory  inspection  embraces  chiefly  textile  goods.  Celluloid 
manufactures  have  recently  been  added,  and  also  starch.  It  is 
sought  by  tliis  means  to  maintain  the  export  trade  in  starch  whicli 
showed  an  increase  in  value  of  250  per  cent  for  1917  over  the 
preceding  year. 

During  the  war  Japan's  exports  of  cotton  cloth  have  been  multi- 
plied fivefold  in  value,  and  the  government  realizes  that,  if  the 
markets  newly  gained  in  China,  India,  the  Dutch  Indies,  Australia, 
and  the  Philippines  are  to  be  retained,  the  quality  of  Japanese 
crotton  cloths  must  bear  comparison  with  that  of  cloths  of  Britisli 
and  other  production.  Japanese  manufacturers  will,  therefore, 
be  required  by  the  government  to  keep  their  exports  up  to  a  fixed 
high  standard.  The  Department  of  Agriculture  and  Commerce 
announced  recently  that  a  scheme  was  in  preparation  for  the 
formation  of  an  association  of  textile  manufacturers,  which  would 
be  charged  by  the  government  with  strict  supervision  over  goods 
woven  for  export.  The  association  will  also  examine  such  goods 
through  inspection  committees,  and  bounties  will  be  granted  by 
the  government  to  bear  part  of  the  cost  of  conditioning  exports. 

In  Japan  the  subsidizing  of  commerce  and  trade  by  tlie  staU* 
is  practiced  on  a  larger  scale  than  in  other  countries.  During  the 
past  four  years  this  policy  has  been  pursued  with  increased  vigor 
particularly  in  connection  with  those  industries  which  are  calcu- 
lated to  net  large  increases  in  foreign  trade. 

Under  a  special  law  enacted  in  1915  the  government  is  author- 
ized to  give  financial  aid  to  her  dyestuffs  industry.  With  this 
backing,  several  new  plants  have  been  built,  and  the  total  amount 
of  capital  invested  in  the  more  than  one  hundred  factories,  exclu- 
sive of  small  ones,  is  reported  to  be  more  than  15,000,000  yen. 
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Combbed  cfforU  by  the  govemmcni  and  Um 

incJuMtrk^  of  Japao  to  make  Ibetr  ooiuiliy  ini&pmAmi  of 

«lyt*Mtuflf  iiuuiufaciuren  tie  in  with  aa  active  tnule 

introduce  Japanese  dyes  in  the  markets  of  iiir  Far 

tries.    For  tliis  purpose  Japanese  manntaeliiicrs  ol  dyes  and 

cx>lor8  have  during  the  past  year  sho%m  their  produrtA  at  numeioiM 

exhihitioos  at  home  and  abroad* 

Japan  supplies  about  28  per  cent  of  the  total  worU's  roawimp 
tioQ  of  silk  and  i4>prQdmately  one-third  of  her  total  exports 
prior  to  the  war  consisted  of  raw  silk.  CompreheMtvo  piam  have 
been  mode  during  the  war  to  faster  this  trade.  Under  the  Baw 
Silk  Industry  Act  the  National  Associati<m  of  Raw  Silk  Industry 
of  Japan  was  foiiiidrd  in  1915.  The  law  provides  that  all  local 
associations  shall  join  the  National  Assoctation.  One  of  the 
objects  of  the  new  central  organisation  is  to  develop  theeiport  of 
raw  silk  and  to  increase  the  interests  of  the  raw  sOk  industiy* 
The  association  has  sent  a  representative  to  the  United  Stales  to 
study  the  silk  conditions  in  this  country  and  to  keep  the  asirfai^ 
tion  informed  on  all  matters  pertaining  to  silk. 

The  expansion  of  her  merchant  marine  has  been  eonsislenUy 
Hfivocated  in  Japan's  foreign  trade  policy.  During  the  war 
iiii'liuilding  has  been  promoted  by  all  possible  means*  and  fovern- 
ment  subsidies  have  been  freely  extended  for  this  purpose.  Japa- 
nese vessels  now  run  on  four  great  routes  to  Europe,  North 
America,  South  America  and  Australia.  There  are  also  lines 
plying  between  Japanese  ports  and  Korea,  Northern  China  and 
nine  ports  on  the  Yangtse-Kiang.  In  return  for  the  subsidies  to 
shipping  companies  for  foreign  trade,  the  Japanese  govcmmeni 
UA^uincs  till'  right  to  regulate  all  inward  and  outward  rates  on  the 
products  of  Japan.  It  regulates  the  sailing  dates  and  routes  of 
subsidised  boats,  and  the  rates  which  tliese  bonis  may  okeiae  for 
export  and  import  cargo,  being  guidinl  mainty  by  the  desire  to 
build  up  Japanese  foreign  trade. 

The  Japanese  banks  are  active  factors  in  the  fofeign  trade 
iiuichiner>'.  The  Yokahoma  Specie  Bank,  for  instanee,  had  its 
( luu-trr  modified  in  order  to  enlaige  its  foreign  trade  department. 
Other  banks  also  are  extending  their  operations  both  at 
abroad,  and  are  giving  financial  help  to  9hi|>ping 
At  present  they  are  giving  attention  to  the  mineral  rssooiQei  Of 
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China,  including  those  of  the  rich  Hunan  province,  and  are  also 
reported  to  be  considering  the  establishment  of  electrical  under- 
takings in  the  interior  of  China  with  Japanese  money,  machinery 
and  engineers. 

Recently  the  keenness  of  the  Japanese  has  been  very  apparent 
in  the  systematic  way  in  which  they  are  extending  trade  with  the 
Dutch  Indies,  the  South  Sea  Islands,  and  Australia  and  New 
Zealand.  A  commercial  museum  is  to  be  established  at  Singapore 
by  the  Department  of  Agriculture  and  Commerce  of  the  Japanese 
government,  with  the  object  of  extending  Japanese  trade  through 
that  centre.  Not  only  will  merchandise  be  exhibited,  but  investi- 
gations relating  to  trade  and  commerce  will  be  undertaken,  and 
the  museum  is  intended  to  become  a  central  base  of  Japan's  com- 
mercial operations  in  that  part  of  the  world.  The  establishment 
of  similar  institutions  is  contemplated  in  due  course  at  other 
places,  including  Harbin. 

The  Marshalling  of  Trade  Forces 

In  the  foregoing  some  of  the  plans  have  been  mentioned  which 
may  be  considered  typical  of  the  world-wide  preparations  for 
post-war  competition  in  international  trade.  An  analysis  of  the 
whole  situation  makes  it  appear  that,  in  the  future,  competition  in 
the  world's  markets  will  be  carried  on  along  different  lines  than  in 
the  past.  Improved  methods  of  trade  expansion  and  new  policies 
of  trade  strategy  have  been  introduced.  A  much  greater  degree  of 
solidarity  of  commercial  interests  has  been  brought  about  through 
the  formation  of  trade  associations  and  combinations  of  manu- 
facturers and  exporters.  Through  various  forms  of  state  partici- 
pation in  industry,  especially  by  granting  subsidies,  new  domestic 
industries  have  been  firmly  established.  By  means  of  bank 
amalgamations  and  through  interlocking  directorates  huge  agglo- 
merations of  capital  have  been  effected.  International  promoting  I[| 
companies  have  been  formed  for  acquiring  and  developing  mining,  Jf 
transpK)rtation  and  other  concessions  in  foreign  countries.  T\ 

Purchasers  and  consumers  have  organized,  likewise,  largely  as  \. 
a  measure  of  self -protection  against  monopolistic  exploitation. 
In   European   countries  co5p)erative  purchasing  societies  have 
grown  rapidly.     The  French  government  has  promoted  the  forma- 
tion of  so-called  "consortiums,"  viz.,  syndicates  for  purchasing 
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and  Apportkming  suppliM.  In  luly  Um  poMhiM  aad  Mk  ol 
several  comrooditiet,  among  them  ooal,  wae  yn#di»  a  stale  me^ 
opoly  under  royal  decree. 

Future  oompetitioii  among  Uic  leading  oonmcralal  a^tfimr  of 
the  world  eeeme  certain  to  be  keener  and 
before* 

A  survey  of  the  world's  trade  iiituation  woitU  be  a 
without  mentioning  a  movement  to  which  the  war  has  givw  a 
strong  impetus  and  which  underlies  many  of  the  pUns  for  trade 
expansion  now  advocated  in  foreign  countries.  This 
aims  at  establishing  economic  autonomy.  It  is  moat 
in  Great  Britain,  France  and  Germany. 

One  of  the  eeopomic  lessons  taught  by  the  war  is  the 
a  country's  sources  of  indispensable  supplies  falling  under  I 
control.  The  vital  importance  to  the  economic  life  uf  a 
both  in  peace  and  war,  of  having  certain  essential  industries  flrad|y 
established  at  home,  is  now  generally 
factors  helped  to  quicken  this  growing 
nomic  nationalism.  On  an  international  scale  it  found 
in  the  plans  to  establish  a  Middle  European 
It  was  openly  espoused  at  the  economies 
navian  countries*  and  also  at  the  •w«**Mw<i»  coalvBaeBi  of  tike 
Allies  at  Paris  and  Rome.  The  Inter-Empire  movement  in  Great 
Britain  constitutes  another  phase  of  this  movemsBt.  ''British 
goods  for  British  people'*  has  been  widely  advooated  at  trade 
fairs  and  exhibitions  held  throughout  the  British  Empire  di 
the  past  two  years.  In  other  countries  a  similar 
towards  national  self-sufficiency  Ls  noticeable.  In  \mm  wHk  tkis 
pc^icy  are  the  plans  for  establishing  new  tariili»  vaiioQs  Unds  of 
exclusion  acts  and  similar  measures  of  eoonomic  offense  or  dslsaae, 
as  the  case  may  be.  The  debates  in  the  parKaments  of  the  InsrHug 
commerdal  nations  of  the  world  on  the  subject  of 
policy  after  the  war  plainly  show  that  there  is  a  widely 
apprehension  that  a  policy  of  ** after  the  soldier,  the  merchant' 
would  develq[>  after  the  war.  On  all  sides  tho  lear  of 
invasion  and  commercial  penetration  is  voieed* 
avoid  eventualities^of  that  land  are  being  urged  by  party 

In  \aew  of  this  situation  the  demands  of  the  hour  seem  to  point 
out  the  need  of  constructive  action  on  an  international  basis  for 
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the  future  protection  of  commerce  and  trade.  A  new  interna- 
tional code  of  regulations  for  the  protection  of  industrial  property 
against  unfair  methods  of  competition,  dumping,  infringements  of 
patents  and  trademarks,  etc.,  and  {K>tent  means  for  enforcing 
agreements  of  that  kind  through  an  international  tribunal  of 
coinineree  and  trade,  may  prove  to  be  one  of  the  most  important 
instruments  for  preventing  friction  and  promoting  good  will  in 
the  commercial  theatre  of  the  world. 


Economic  Factors  in  the  Peace  Scttlennent 

By  Iaaac  LiFPiNcorr 
AMocUte  ProfeMor  oi  «**"->**nTK  TiJitiitiii  Vtitm^ 

/^NK  important  result  of  the  war  htm  beeo  the  pititeft  afainst 
^^  rt'jitrictions  on  trade.  This  ttaiement  doc«  nol  refer  to  war 
control,  but  to  the  increating  number  of  obetmctioiii  to  the  flow 
of  international  commerce  in  the  yean  before  1014.  What  fr^- 
doin  means  has  never  been  clt^arly  nUkietl  in  thmr  protests,  and 
the  connotations  are  not  understood.  The  opposition  to  restric- 
tions is  largely  a  product  of  the  revelations  of  German  methods  of 
economic  penetration,  and  of  the  fear  of  her  growing  industrial 
strengUi  due  to  her  trade  practices,  and  to  the  combtnatsoQ  and 
concentration  of  her  industriej*  which  threatened  hrr  rivals  with 
destructive  competition. 

The  establishment  of  more  equitable  conditions  of  trade  is 
urged  both  by  those  who  see  in  restrictions  a  potent  cause  of 
future  mtemational  strife,  and  by  those  who  advocate  the  policy 
of  freer  trade  as  a  condition  for  the  greatest  development  of 
world  commerce  and  industry.  The  former  idea  has  received  the 
strongest  emphasis  during  the  war  period.  To  quote  f^tmi  one  of 
President  Wilson's  fourteen  points, — what  is  desired  is  "thr 
removal,  as  far  as  possible,  of  all  economic  (Muriers  and  the  estab- 
lishment of  an  equality  of  trade  conditions  among  all  the  nation^ 
consenting  to  the  peace  and  associating  thanaehres  for  its  main- 
tenance.">  Elsewhere,  President  Wilson  enwtosfd  a  similar 
idea:  "Responsible  statesmen  must  now  eVaywiMPe  see,  it  they 
never  saw  before,  that  no  peace  can  rest  securely  upon  poBtieal  or 
economic  restrictions  meant  to  benefit  some  nations  and  to  cripple 
or  embarrass  others,  upon  Wndictive  action  of  any  sort  or  any 
kiiui  of  revenge  or  deliberate^injury." 

In  spite  of  protestations  and  notwithstanding  the  sinecre 
longings  for  better  trade  relations  the  actual  policy  the  nations 
will  follow  in  the  immediate  future  bids  fair  not  to  be  freer,  but 
more  restrictive.  This  plan  is  adopted  with  rdaiMtf  litti<* 
thought  of  its  effect  on  other  nations,  or  of  the  long  nm  results  on 

'  Quoted  £ram  lindaiij  Bofsn.  "Tb« 
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the  welfare  of  the  nation  itself.  Recent  developments  make  it 
clear  that  the  countries  will  follow  that  policy  in  international 
trade  which  best  promotes  their  individual  interests. 

CoNTucTiNG  Points  of  View 

There  is  thus  a  strong  contrast  between  ideals  and  practice, 
and  between  things  hop>ed  for  and  things  actually  sought.  It  is 
easy  to  understand  this  conflict.  Towering  above  all  other 
considerations  is  the  opposition  of  present  and  future  economic 
interests.  It  is  largely  a  question  of  the  "short  run"  and  the 
"long  run"  points  of  view  in  international  policy.  The  economic 
statesman  may  admit  the  reasoning  of  the  idealists  but  he  urges 
that  at  best  economic  forces  work  slowly  and  with  many  devia- 
tions and  uncertainties.  He  seeks  short  cuts  to  his  desired  goal. 
More  than  ever  before  the  exigencies  of  the  present  demand 
solutions  which  act  promptly  and  surely,  and  always  in  tlie 
national  interest.  The  future  interests  of  the  nation  may  suffer 
somewhat  because  of  this  policy,  but  the  present  critical  state  of 
industry  makes  the  sacrifice,  necessary.  Industries  have  been 
badly  disrupted,  markets  have  been  lost,  workmen  are  in  a  serious 
state  of  unrest,  huge  debts  must  be  paid,  and  what  is  more  discon- 
certing, foreign  markets  must  be  won  in  the  face  of  the  severest 
competition  the  world  has  ever  seen.  There  is  thus  a  premium 
on  short  nm  measures.  That  policy  is  urged  which  promises 
quick  results.  The  future  must  to  a  large  extent  take  care  of 
itself. 

Not  only  is  there  a  conflict  between  present  and  future  interests 
of  given  nations,  but  between  the  interests  of  the  nations.  As 
far  as  we  may  glean  from  present  measures  there  is  little  indica- 1 
tion  that  the  countries  wiU  adopt  the  broad  generous  policy  of 
giving  any  considerable  amount  of  aid  and  support  to  their  rivals 
in  restoring  industries;  nor  will  they  politely  wait  at  scratch  until 
all  are  ready  to  start  on  substantially  equal  terms  in  the  world  in- 
dustrial conflict.  It  is  clearly  recognized  that  success  will  crown 
the  effort  of  those  who  look  out  for  themselves,  and  who  employ 
prompt  and  vigorous  measures  of  defense  and  aggression. 

Of  course,  there  is  no  intention  of  "forcing"  the  operation  of] 
economic  laws.  The  purpK)se  of  the  prospective  regulations  is  to 
eliminate  as  far  as  possible  the  operation  of  certain  forces  and  tOj 
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strengthfln  the  wqridofi  of  otbflfi.  The  irarpoee  of  ooolrol  is  to 
direct  the  fmoaomic  ttreem,  to  ftrai^teo.  aod  perhaps  to  harow 
Hi  diMmel,  to  that  it  wm  flow  in  the  dMied  dineliQB  with  fraater 
velocity.  This  ia  the  purpoae  of  NfolaHoB  wheAar  apf&ed  to 
trade  within  countries  or  to  btematiooal  relatioBs. 

The  outcome  of  the  conflicts  mentiooad  above  will  be  to  iacNasa 
the  hardships  of  the  natkms  which  are  trjbg  to  iillitaMMb  a 
normal  peace  order.  Policies  which  would  have 
sual  irritation  in  timv8  of  peace  will  now  scarcely  go 
partly  because  the  strain  of  the  war  has  made  the  peoplea  of  tka 
world  more  sensitive,  and  partly  because  the  sorry  pli^t  of  most 
nations  will  cause  them  to  resent  measures  which  might  have  bees 
considered  appropriate  when  all  were  fhanriaHj  Strang  and 
mdustrially  prosperous.  Thus  the  questions  aie  raised:  What 
policies  may  be  accepted  as  a  basis  of  friendly  trade  reiationsF 
How  has  the  war  affected  the  outlook  of  the  nations  on  world 
trade?  What  new  trade  developments  have  occurred,  and  what 
is  their  significance?  The  purpose  of  the  following  discnssinn 
is  to  answer  these  questions. 

Indubtrial  IicnBDnPBiDaHai 

Any  solution  of  the  question  of  friendly  relations  will  miss  its 
mark  which  overlooks  the  industrial  interdependence  of  the 
countries.  That  the  economic  welfare  of  one  region  is  inextri- 
caMy  hound  up  with  that  of  ail  the  others  is  now  axiomatic. 
I{<  >trictions  by  one  nation  which  seda  to  place  itself  at  a  point  of 
vantage  creates  hardship  for  its  rivals  near  and  far.  The  regula- 
tions incident  to  the  warjhave  made  this  point  dear.  Distant 
countries  have  felt  the  misfortunes  of  the  war  beoaose  their 
customary  industrial  relations  with  the  warring  nations 
disturbed.  On  the  one  hand  they  have  been  deprived  their 
supplies  of  manufactured  goods»  and  on  the  other  they 
been  unable  to  market  their  surplus  of  raw  materials.  Had  the 
neutrals  been  industrially  self-sufficing*  war  regulations  of  beln|^ 
erenU  would  have  had  little  effect  Bnl  they  have  paased 
beyond  this  stage*  and  their  hardships  have  been  a  pcwlnct  off 
their  dependence. 

What  is  true  for  war  reguUtion  is  true  to  a  smatlsr  extmt  for 
control  of  trade  in  times  of  peace.    A  most  impassive  teatnre  el 
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economic  interdependence  is  that  it  increases  rapidly  with  indus- 
trial progress.  To  give  only  a  few  examples:  The  growth  of  the 
fac'tory  system  tends  to  make  manufacturing  nations  more  and 
more  dependent  on  the  outside  world  for  food  supplies.  It  does 
more.  It  increases  the  need  of  foreign  markets  for  the  surplus 
of  manufactures,  and  makes  necessary  new  foreign  sources  of  raw 
materials.  Great  industries  are  founded  and  workmen  trained 
under  the  assumption  that  trade  will  continue  to  flow  in  the  estab- 
lished channels  and  probably  will  develop  new  ones.  The  very  old 
enterprise  of  stone  cutting  at  Idar  and  Oberstein  draws  its  mater- 
ials from  every  part  of  the  world,  and  the  new  vegetable  oil  indus- 
try at  Hull,  England,  looks  far  beyond  the  borders  of  Britain,  and 
even  beyond  the  confines  of  the  empire  for  the  materials  on  which 
its  prosperity  depends.  Similar  illustrations  might  be  found  in 
abundance.  Technical  improvements,  of  course,  increase  this 
dependence.  Only  a  few  years  ago,  three  commercial  forms  of 
iron  sufficed  for  the  manufacture  of  all  manner  of  iron  and  steel 
products.  But  great  changes  have  taken  place.  Small  quantities 
of  a  variety  of  rare  metals  garnered  in  from  all  quarters  of  the 
globe  are  now  required  to  give  exact  properties  to  many  kinds  of 
steel  products.  Each  use  demands  a  property  which  is  peculiar 
to  it.  Foreign  restrictions  on  the  supply  of  the  necessary  metals 
may  cause  a  serious  dislocation  of  industries.  No  country,  how- 
ever great  its  resources,  is  able  to  provide  the  materials  for  the 
manufacture  of  its  varied  products.  Thus  the  nations  with 
diversified  industries  are  dependent  on  the  outside  world  for 
supplies.  Inventions,  improvements,  and  the  growing  variety 
of  tastes  all  contribute  to  the  increase  of  this  dependence. 

Interdependence  is  one  of  the  most  important  factors  in  foreign 
trade.  If  our  purpose  were  to  develop  this  argument  it  could  be ' 
shown  that  under  the  influence  of  this  principle  trade  associations, 
such  as  foreign  chambers  of  commerce,  are  springing  up  all  over 
the  world,  that  intricate  systems  of  credit  and  banking  have  been 
developed,  and  that  the  world  has  been  girdled  with  vast  systems 
of  cominunication.  Restrictions  on  commerce  operate  against 
the  advantages  gained  by  this  interdependence.  They  cause  irri- 
tations and  hardships.  They  are  a  potent  cause  of  international 
strife.  They  impose  handicaps  on  poorer  countries,  and  in  the 
long  run  work  to  the  disadvantage  of  the  richer  ones. 
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All  thif 
■atiafaciory  peace  iermi. 
economic  m  w«U  mm  political 
ihould  not  be  deviaed  which  deprive  oouolriei,  or  n^otm^  of  their 
native  advantages  w)u*t]i<*r  of  rrnoufCM,  of  iT|rf!al.  of 
labor  supply,  or  of  oUut  rlemmti  of  production.  Whrrr 
exploitation  takes  place,  it  Hhould  have  regard  for  the  weUkre  of 
the  people  whose  country  b  exploited.  In  sum.  the  goal  Aottld 
be  to  secure  and  perpetuate  the  mutual  advantages  of  trade  aad 
to  refine  the  methods.*  It  goes  without  saying  thai  the  naftotti 
should  prevent  if  possible  all  forms  of  unfair  coafwlWoB  in  intar- 
national  trade,  the  results  of  which  are  to  deprive  ooualriei  of 
their  industrial  opportunities  and  to  make  then  depeod—t  on 
others.  Normally,  unless  a  country  drives  hard  **— 'g**"**  aad 
practices  some  of  the  unfair  methods,  trade  is  of  advantage  to  all 
parties  concerned.  It  is  a  lever  which  lifts  the  poorer  and  more 
backward  countries  to  economic  progress.  Where  foreiign  capital 
for  example,  builds  railroads  and  electric  lines,  ereets  power  plaslB, 
improves  harbors,  develops  reaouroes  and  fouMb  indwstriea.  it 
f^vos  emp1o>^raeQt  to  the  labor  of  sudi  countries,  provides  them 
witJi  prixluet^  for  export,  increases  their  purchasing  power,  stimo* 
tales  their  ambition,  and  in  general  raises  them  in  the  scale  of 
living.  IVade  is  thus  a  civnlixing  force.  The  benefits  accrue  as 
Nv  •  II  to  the  people  of  the  countries  exploited  as  to  foreigD  capital- 
i  !  >  who  provide  the  f imds  and  enterprise.  In  the  case  of  trade 
between  highly  developed  countries  commerce  is  the  re^iult  of  a 
sort  nf  (Ii\nsi<ni  of  labor  by  which  each  natioo  devotes  its  attestioa 
to  thr  industries  in  which  it  has  advantages,  and  a^afai.  where  it 
is  pursued  without  restrictions  it  is  a  beneficial  and  stimulating 
I  process.  With  some  exceptions  this  was  the  course  of 
<i(>\-e1opment  before  the  war,  botli  in  the  case  of  large  and 
•  ouiitries. 

This  does  not  mean,  of  course,  that  trade  moved  acroa 
boundaries  without  some  measure  of  cootrol.    Fiscal 
have  long  been  bound  up  with  oonmiereial  policy:  the  trade  of  di 
countries  has  been  made  to  yield  revenue  m  some  form. 
the  commercial  policies  of  most  comitriea  have 
sometimes  bounties,  sometimes  protective  measures  of  all 

'  Cf.  Lippincott,  in  WmtkimjHm  UmmnU$  SttHm.  VI.  No.  1 .  p.  44. 
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of  rigor,  sometimes  both  bounties  and  tariffs.  And  not  only  im- 
ports, but  in  the  case  of  some  countries,  exports  also  have  been 
taxed.  But,  withal,  it  can  scarcely  be  said  that  these  measures 
seriously  impeded  the  flow  of  trade,  or  as  a  rule,  that  they  pro- 
duced hardships  in  any  country. 

New  Forms  op  Trade  Regulation 

But  even  before  1914,  there  were  some  indications  that  the  old 
methods  of  regulation  were  beginning  to  pass  away, — or  at  least 
were  being  supplemented  by  others.  The  growing  industrialism 
fJarmed  those  countries  which  were  in  its  meshes.  The  mere  fact 
that  the  nations  were  dependent  on  the  outside  world  both  for 
markets,  for  finished  products  and  for  raw  materials  made  them 
eager  to  control  the  conditions  of  trade,  external  as  well  as  internal. 
Thus  inevitably  new  methods  were  devised  to  accomplish  this 
end.  Hence  the  policy  of  purchase  of  mineral  rights  abroad  by 
the  capitalists  of  certain  countries,  of  investments  in  plantations 
and  manufactures,  of  control  over  railroads  and  port  facilities. 
All  the  while,  industries  developed  into  larger  units.  This  was 
notably  the  case  with  banking  and  with  certain  kinds  of  manufac- 
turing and  merchandising.  The  old  kind  of  competition  in  which 
the  traders  of  the  nations  were  largely  the  factors,  was  giving  way 
to  a  new  kind  which  was  more  powerful  and  destructive,  namely, 
the  method  by  which  the  traders  of  the  country  combined  into 
huge  business  units  for  the  purpose  of  sale  of  goods  abroad,  and 
for  the  purchase  of  foreign  raw  materials.  Control,  therefore, 
operated  not  only  through  national  commercial  policies,  but  also 
through  the  measures  of  these  great  organizations.  The  outcome 
of  this  system  was  to  thwart  the  wholesome  operation  of  the  laws 
of  trade,  to  confer  great  monopoly  powers  on  groups  of  industries, 
and  to  impede  the  industrial  and  commercial  growth  of  the 
countries  which  failed  to  employ  methods  of  defense.  Mean- 
while, unfair  methods  were  creeping  into  foreign  trade,  with  the] 
result  that  in  a  number  of  instances  countries  which  enjoyed 
certain  industrial  advantages  were  not  able  to  utilize  them.* 

That  the  traders  of  the  competing  countries  were  not  seriously 
alarmed  at  this  state  of  affairs  was  due  to  the  fact  that  the  new 

'  Cf.  Henri  Haiuer,  "Les  Methodes  AJlemaodes  d'Expansion  fk;onomique," 
pp.  96  ff.,  100.  10«.  ISO  ff.,  «07  ff. 
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methods   worked   through  iccrtt   and   lubt 

The  imnuuient  d«ofen  were  tctroiijr  Apfmokied.    F^rom  an 

industrial  point  of  view,  one  d  the  mott  importaDt  reault/of  the 

war  has  been  the  revelation  of  the  '**fn*!'Klt  of  oooirol  eicrctsed 

by  a  small  group  of  German  industries,  aided  bj  the  great  GerflMB 

hanks. 

It  is  dear  enough  now  that  the  enormoiis  power  laloit  a  eco- 
nomic penetration  made  possible  the  control  of  industries  tar  be- 
yond national  boundaries,  and  that  it  gave  an  advantage  chieflly 
to  the  country  which  was  most  thorough  in  the  organisation  of  its 
industrial  forces.  In  some  respects  economic  penetration  yielded 
all  the  malignant  effects  of  monopoly.  It  secured  control  not 
because  of  the  possession  of  superior  reeouroes.  but  r^^n^iffi'^ 
through  the  powers  incident  to  orgimintion.  Competing  tfnilsn 
were  thus  unfairly  handicapped,  and  some  countries  were  deprived 
of  the  advantages  of  their  industnal  opportunities.*  Had  not 
the  war  intervened  to  prevent  the  further  extension  of  this  system, 
it  would  have  probably  stimulated  in  the  near  future,  vigorous 
measures  of  defense  which,  in  turn,  would  have  ushered  in  an  era 
of  bitter  feeling  among  the  nations. 

The  new  trade  policies  of  the  European  countries  are  designed 
partly  as  measures  of  defense  against  the  recurrence  of  soeh  trade 
methods  as  those  described  above;  another  purpose  is  to  enable 
the  countries  to  recover  their  trade  losses  as  quickly  as  pos- 
sible; and  still  another  is  to  facilitate  industrial  and  ilnaneial 
n'<*oiistruction. 

With  respect  to  the  future  commcreial  plans,  two  notable 
developments  occurred  while  the  war  was  in  progrem.  One  was 
the  proposed  conunerdal  alliance  between  Austria-Hungary  and 
Germany,  and  the  other  the  agreements  contained  in  the  Psris 
Economic  Pact.*  The  former  needs  no  dtsoiissinn  because  it  b  a 
thing  of  the  past.  But  the  Economic  Conference  of  the  Alies 
jrielded  some  results  which  promise  to  affect  for  some  time  to  comr 
the  foreign  trade  policies  of  the  leading  European  coa 

*  (>.  B.  Dibblee.  German^i  Eeamomic  P^tiiiam^  pp.  47  f . 
»  Comnmce  ReporU,  P«b.  11.  1018.  pp.  Ml  AU. 
•Cf.  Initrim  Report  qf  Commilift  on  Cowmmid  md  tmJm^rimi 
doQ.  Cd.  90S8). 
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Effects  of  the  Paris  Economic  Pact 

From  June  14  to  17,  1916,  representatives  of  the  Allied  govern- 
ments met  at  Paris  for  the  purpose  of  fulfilling  the  mandate  of  tlie 
Paris  eonference  of  March  28,  1916,  to  give  "practical  expression 
to  their  solidarity  of  views  and  interests,  and  of  proposing  to  their 
respective  governments  tlie  appropriate  measures  for  realizing 
this  solidarity.'*  The  reading  of  tlie  Pact  seems  to  indicate  that 
it  provides  for  defensive  arrangements.  Thus  the  concluding 
sentence  states: 

Who'eas  for  the  purpose  of  their  common  defense  against  the  enemy  the  Allies 
have  agreed  to  adopt  a  conmion  economic  policy,  on  the  lines  laid  down  in  the 
resolutions  which  have  been  passed,  and  whereas  it  is  recognized  that  the  effect- 
ivenets  of  this  policy  depends  absolutely  upon  these  resolutions  being  put  into 
operation  forthwith,  the  representatives  of  the  Allied  governments  undertake  to 
recommend  their  respective  governments  to  take  without  delay  all  the  measures, 
whether  temporary  or  permanent,  requisite  for  giving  full  and  complete  effect 
to  this  policy  forthwith,  and  to  communicate  to  each  other  the  decisions  arrived 
at  to  attain  this  object.^ 

The  Pact  provided  three  groups  of  policies,  namely,  for  the  war 
period,  for  the  transition  or  reconstruction  period,  and  for  "per- 
manent measures  of  mutual  assistance  and  collaboration  among 
the  Allies."  The  essence  of  this  document,  as  one  may  glean 
from  its  contents,  is  to  put  these  countries  on  an  economic  defen- 
sive against  prospective  German  trade  methods.  We  are  interested 
only  in  the  permanent  measures,  since  these  are  designed  to  affect 
future  trade  relations. 

These  permanent  measures  may  be  grouped  under  three  titles. 
They  include  means  for  making  the  Allies  independent  of  their 
enemies  as  regards  raw  materials  and  manufactured  articles 
essential  for  the  normal  development  of  their  economic  activities, 
metliods  of  promoting  trade  among  the  Allies,  and  provisions  for 
uniform  laws  covering  patents,  trademarks  and  copyrights.  It  b 
expected,  under  the  measures  proposed  in  the  first  title,  that  the 
Allies  will  adopt  certain  measures  to  secure  their  independence  of 
Germany  in  the  case  of  raw  materials  and  commercial  and  finan- 
cial organization.  The  policy  also  contemplates  state  assistance 
for  certain  enterprises  of  a  specially  desirable  character,  such  as 

'  RecommendatioDB  of  the  Economic  Conference  of  the  Allies  (London,  Cd. 
8£71). 
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encouragemenU  to  aoieatifle  mmI  toffcnird  reteaidi.  Vmtibfy 
abo,  the  roeaflures  involve  qurtoma  dytiei  of  m  ^temporary  or 
permanent  diaracier.'*  Said  the  Pkct:  ^'Whatever  umj  be  the 
methods  adopted,  the  object  aimed  at  by  the  AUiea  is  to  tscrease 
production  within  their  territories  as  a  friiole  to  a  sidUait  extent 
to  enable  them  to  main  tain  and  develop  their  Tinmfttttk  fwmiftii 
and  independence  in  relation  to  enemy  eomitries.** 

The  Paris  Pact  has  exerted  both  a  direct  and  an  indirect 
influence  on  the  course  of  English  legislation.  DirectJy  it  k 
re.s|>on.sihle  for  the  passage  <d  several  importaat  laws.  Isdireel^ 
it  haji  called  attentioii  to  a  daagevoos  trade  sitnatkin 
calls  for  remedial  measures. 

Thx  Nonterroub  MxtAh  Act 

The  British  government,  for  example,  has  deemed  it 
to  eliminate  enemy  alien  influence  from  the  domasti 
ketA.  The  NonfeiTous  Metal  Act,  which  received  royal  assent  oa 
February  6,  1918,  was  designed  for  this  purpose.*  The  title  of 
the  law  indicates  that  its  purpose  is  to  "restrict  temporaril>'  the 
persons  who  may  engage  in  business  ^^"ftTt*^^  with  noofsiroiis 
metals  and  metallic  ores.'*  The  persons  reierred  to.  as  the  ad 
subsequently  shows,  are  those  of  enemy  nationality  or  of  enemy 
connections.  The  measure  covers  sine,  copper,  tin,  lead,  nickel* 
uluininum,  and  other  nonferrous  metals  and  ores  which  the  Board 
of  Trade  may  designate  by  order.  It  is  not  U^-ful  "for  any 
company,  firm,  or  individual  after  the  expiration  of  six  inonth5 
from  the  passing  of  this  hill,  or  such  longer  period  as  the  Board  of 
Trade  may  generally  or  in  any  particular  case  allow,  to  carry  on 
the  business  of  winning,  extracting,  smelting,  drrssing.  refining. 
or  dealing  by  way  of  wholesale  trade  in  metal  or  metallic  ores  to 
which  this  act  applies,  unless  licensed  to  do  so  by  the  Board  of 
Trade.*'  Licenses  are  to  be  granted  in  prescribed  form  after 
certain  requirements  have  been  fulfilled,  including  the  fur- 
nishing of  information,  and  the  payment  of  a  small  lee,  Rvua 
the  definite  limit  set  for  the  operation  of  the  act  will  carry 
it  into  the  peace  period,  or  at  the  discretioii  of  the  Board  of 
Trade,  for  an  indefinite  time. 

Already,  a  number  of  licenses  have  been  granted  undf-r  the 

*  Commmt  lUporU,  April  1.  1S18.  pp.  4-«. 
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provisions  of  the  act.»  The  new  law  is  undoubtedly  something 
more  than  a  defensive  measure,  although  the  other  purposes  are 
not  stated.  It  limits  trading  in  tlie  given  metals,  and  puts  con- 
trol, through  a  system  of  licenses,  in  charge  of  the  Board  of  Trade. 
There  is  no  indication  as  yet  that  the  measure  has  caused  hard- 
ships to  any  one  except  those  against  whom  it  was  directed, 
namely,  enemy  traders;  but  the  new  policy  contains  great  poten- 
tialities as  a  method  of  regulation.  It  establishes  a  precedent 
which  may  be  extended,  slowly  at  first  but  at  a  subsequent  time, 
more  and  more  rapidly,  as  a  trade  weapon  against  all  rivab. 
Such  an  outcome  could  hardly  be  accepted  as  a  condition  which 
would  make  for  friendly  trade  relations. 

Various  reconstruction  measures  in  England  have  control  both 
of  imports  and  exports  for  their  purpose.  During  the  early  dis- 
cussions of  reconstruction  measures  the  proposal  was  made  to 
prohibit  for  three  years  after  the  close  of  the  war  "the  importa- 
tion ....  of  goods  of  any  class,  description,  or  origin,  or 
produced  or  manufactured  in  part  in  any  country  or  place  sp>eci- 
fied  in  the  order,  either  generally  or  from  any  country  or  place 
named  in  the  order."*®  Judging  from  recent  discussions  in 
England,  the  policy  of  restriction  will  not  be  as  thorough  as  that 
suggested  in  the  quotation  above.  The  following  report  of  a 
speech  of  Sir  Albert  Stanley,  President  of  the  Board  of  Trade, 
gives  some  idea  of  the  present  status  of  government  opinion : 

It  was  within  the  knowledge  of  all  that  the  Government  found  it  necessary 
during  the  war,  either  because  there  was  insufficient  tonnage,  or  for  reasons  of 
exchange,  to  impose  severe  restrictions  upon  a  large  proportion  of  the  imports 
brought  into  the  country.  The  time  had  come  to  consider  the  relaxation  of 
these  restrictioos,  and  it  had  been  suggested  by  various  interests  that  they  should 
retain  for  a  time  their  control.  The  reason  advanced  was  that  owing  to  the 
demands  which  the  Government  had  made  upon  manufacturers,  and  to  the 
enormous  changes  which  had  taken  place,  the  Government  should  for  a  time 
keep  a  restraining  hand  upon  the  flow  of  imports  until  our  manufacturers  had 
had  an  opportonity  to  reestablish  themselves  on  a  peace  footing.  He  thought 
that  was  a  fair  proposition,  and  one  that  should  have  the  acceptance  of  the 
Government.  At  the  same  time  they  all  desired  to  continue  on  the  same  close 
and  friendly  relations  with  the  Allies.      Friendly  rivalries  there  must  be,  but 

*  Cf.  current  issues  of  the  Board  of  Trcde  Journal, 

»•  Tariff  Series  no.  89.  British  Control  of  Imports  and  Exports  {U,  S.  Dept. 
Com,  PubUoaiumt),  p.  6. 
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Umto  wm  pkfitgr  of  roon  is  Um  world  for  99mybodj.  uA  fagr  dov 

good  undonUiidiiig.  Aod  a  fHeodljr  iplHt  W9  rimUd  lacwv  tbtptMtoT  Hm 

world  better  than  b  uij  otber  wsjr.** 

No  one  could  object  to  the  spirit  of  this  policy,  but  its  prAciical 
application  will  encounter  many  diffilniltiea  if  it  is  to  be  free  of 
the  charges  of  discrimination,  or  of  the  denial  to  friendly  traders 
of  opportunities  which  they  might  legitimately  cUim. 

A  considerable  list  of  restrictions  b  proposed  for  the  protection 
of  the  various  engineering  trades.**  Thus  said  a  recent  Commmm 
RspoH: 


There  ere  large  rliisM  of  ertidee  imported  fran  abroad 
eneh  rait  quantitiee  and  which  have  luch  manufactttriiig  and  iufitifs  i 
behind  than  and  good  will  attached  to  them  at  to  make 
diiBettlt    Therefore,  if  the  manufacture  ol  mch  articles  ii  to  btdereloped,  it  k 
necmmry  the  committee  aayt,  that  soom  form  of  asdilaaes  dmaU  be 
toward  overcoming  the  diiBcultiei  of  oompetltioii.    In  the  difsBed 
reepecting  the  various  trades  will  be  found  numerous  instaneee  la  wldrii 
form  of  prolectioo  is  recommended,  this  proteetion  being  i 
soraetimas  eiriiision  for  a  period  of  years  ol  the 
restrictaoos  of  imports  from  abroad." 

It  will  be  observed  that  this  policy  creates  a  different  cooditioo 
of  trade  from  that  which  prevailed  before  the  war.  It  appeals 
from  the  report  that  in  the  case  of  the  enumerated  artides,  foie%n 
manufacturers  are  to  be  denied  the  advantages  which  superior 
resources,  or  technique,  or  manufacturing  skill  have  given  then* 
and  that  they  are  to  be  denied  also  the  benefit  of  the  good  wiD 
which  they  have  built  up  perhaps  by  years  of  senice  to  British 
consumers.  This  is  a  movement  away  from  that  kind  of  trade 
relations  that  makes  for  more  friendly  relations. 

BRmsH  Imperial  Preferkncb  in  OPKBATioif 

Another  tendency  may  be  noted.    While  En^MxTs  forrign 
competitors  might  complain  mildly  of  the  uKMiUPfS  discussed 
above,  they  would  regard  in  a  more  serious  way  preferential 
treatment  by  England  to  British  dominions,  or  ries  Sfrso.     ^ 
theless,  there  are  a  number  of  indications  that  this  polio 

"  Board  qf  Trads  Joymal.  Jan.  SO,  1910.  p.  IflS. 

»  For  an  early  leport  seeVnfmm^Arpdrf  on^CSirSaiJi  EmtrnM  imdmtinm  (Loi^ 
don.  Cd.  MM). 

"  Coemwror  Reports,  Marrh  8.  1910.  p.  lOSS. 
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followed.  There  is  a  suggestion  of  a  preferential  policy  in  the 
following  announcement  from  the  American  Consul  General  in 
London:  "Pursuant  to  the  pledges  that  all  articles  on  the  list 
of  prohibited  imports,  when  the  produce  or  manufacture  of  any 
part  of  the  British  empire  shall  be  permitted  to  be  imported, 
notice  is  hereby  given  that  a  general  license  has  been  issued  per- 
mitting such  imi>ortation.**"  And  on  March  14,  our  Consul 
General  cabled  that  "according  to  an  announcement  made  in 
Parliament  on  Thursday  evening  on  behalf  of  the  Board  of  Trade, 
the  following  articles  heretofore  restricted  are  now  admitted  free 
&t>m  import  restrictions  from  the  British  overseas  dominions. 
.  .  .  .  Importations  of  these  goods  from  the  United  States 
continue  to  be  subject  to  the  usual  restrictions.""  The  list 
includes  cinematograph  films,  clocks,  mineral  waters,  beer,  play- 
ing cards,  mechanical  lighters,  musical  instruments,  brandy,  rum, 
matches,  foods  containing  sugar,  tea,  tobacco,  gold  and  wine. 
The  op>eration  of  the  preferential  policy  is  also  seen  in  the  restric- 
tions on  the  importation  of  American  dyestuffs  into  Australia. '• 

In  connection  with  the  above,  the  following  quotation  must  be 
taken  cum  grano  salts,  but  at  least  it  is  an  indication  of  the  feeling 
aroused  by  restrictive  measures  as  to  peace-times  commerce : 

American  manufacturers  wOI  abandon  British  markets  and  devote  attention 
to  South  American  fields  on  account  of  the  hard  trade  rules,  according  to  London 
copyright  dispatch  to  the  World.  Trade  experts  from  America  in  British  capital 
stud>4ng  situation  announce  intention  of  advocating  embargo  on  raw  materials. 
When  they  return  home  question  will  be  raised  whether  United  States  will  permit 
e3qx>rts  to  England  through  American  ports  of  Canadian  manufactured  goods.*' 

American  Trade  Plans  and  Their  Effect  Abroad 

It  should  be  observed  that  our  own  prospective  trade  methods 
are  closely  scrutinized  in  England,  possibly  for  the  purpose  of 
detecting  measures  which  may  operate  unfairly  for  British  mer- 
chants and  manufacturers.  On  January  30,  the  Board  of  Trade 
Journal  reported  that  "The  Governors  of  the  cotton-growing 
States  have  issued  a  proclamation  calling  on  business  men  and 
merchants  to  'organize  and  unite  with  the  determined  purpose  of 

»« Commerce  Reports,  March  14,  1919,  p.  1217. 

"  Ibid.,  March  17,  1919,  p.  1265. 

"TWa..  March  4.  1919,  p.  993;  March  18,  1919,  p.  1298. 

>'  WaU  Street  Journal,  March  IS,  1919. 
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withholduiK  from  suit*  all  cuiion  until  a  prkr  can  be  obUtnad 
that  will  covcT  Uie  cost  of  production,  pliui  a  roaaooablr  profit/ 
It  has  been  resolved  to  *  urgt*  fitnii«*r»  ami  <lc*alm  not  to  sell  cotton 
for  less  than  55  cents  a  pouuii.  baAU  initlUiiiig."***  Likewise,  the 
Journal  has  called  to  tiie  atUmtioo  of  its  rcadrrs  the  (act  that 
*'the  Secretary  of  tlu*  Intrrior  Department,  the  Director  ol  the 
Bureau  of  Mini*s,  tlie  Chairman  of  the  War  Trade  Board«  and 
other  Government  ofiicialii**  arc  trying  to  work  out  a  plan  lor 
legisUtion  which  will  embody  the  following  propoaab: 

That  the  GovemnMnt  place  a  1 
and  other  mincrab  which  may  he  man  chMpljr 
period,  to  «A  to  give  the  Amerioui  prodMCf  aa 
material  that  they  have  oo  hand;  and  that  the 
right  a  auiBcient  lum  of  money  to  pay  the  lonea  of 
buaineM  of  the  productioo  of  these  minerals  at^the 
and  to  write  it  off  as  a  war  loss." 

Our  proposed  restrictions  on  the  importation  of  wool,  and  tlie 
operation  of  our  laws  permitting  combination  for  foreign  trade 
are  receiving  study  and  comment  in  EngUnd. 

We  might  add  in  this  connection  the  foreign  trade  pobcy  rerooH 
mended  by  our  Tariff  Commission.     It  is  asi  follows: 

Equality  of  titatment  should  mean  that  the  United  States  trsat  al  eowMs 
on  the  same  terms,  and  in  return  require  equal  treaUncnt  froai  ewj  otktr 

country Each  country — the  United  SUies  as  well  as  oth«»—sho«hl 

be  left  free  to  enact  such  measures  as  it  deems  eipwHiiit  for  its  own  wdlvr. 
But  the  measuies  adopted,  whatover  they  ba.  should  be  carried  oat  with  the  sMse 
terms  and  the  same  treatment  for  aU  Batlons.** 

In  Uie  event  that  American  conmierce  receives  *^iUK^ual  treat- 
ment" at  the  hands  of  foreign  countries,  the  Conmiission 
mends  Uie  enacliiu^nt  by  Congress  of  penalty  duties  to  be  ii 
at  tlie  discretion  of  the  President  on  the  products  of  the 
which  discriminate  against  the  United  States.     PorrjgD 
tries  mi^t  read  into  some  of  these  statements  a  policy  ol 
tions.  particularly  wi\h  reference  to  the  cUune  which  states 
we  should  be  left  free  to  enaet  such  measurea  as  are  deemed 
dient  for  (our)  own  welfare."     \Miile  subsequent  statements 


'•  Board  (^  TrotU  Jowwd.  Jan.  SO.  1919.  p.  14S. 
»• /6m/.  Feb.  IS.  1919.  p.  «U. 

••  (mdtd  U.  S.  BuUrHn,  March  5,  1919.  p.  t;  SeewW  Ammmtl  KrpaH  ^Sb  U.  B. 
Tariff  CofmmMon  (1919).  p.  97. 
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tain  the  promise  of  "equal  treatment,"  they  offer  next  to  nothing 
in  the  way  of  more  liberal  dealings. 

We  have  said  enough  to  indicate  the  present  trend  of  foreign 
trade  policies  in  England  and  the  United  States.  From  the  re- 
ports that  come  to  us  from  other  parts  of  ihe  world,  it  is  clear 
that  the  countries  are  moving  away  from  even  that  degree  of 
freedom  which  existed  in  1914.  It  may  be  for  a  long  or  for  a 
short  |>eriod  depending  on  the  time  it  takes  to  restore  something 
like  normal  conditions,  upon  the  severity  of  competition,  and  upon 
the  momentum  acquired  by  the  new  measures.  We  know  full 
well  J  from  our  own  exp>erience,  that  temporary  or  emergency 
measures  tend  to  become  a  fixed  part  of  our  industrial  system. 
It  is  to  be  expected  that  a  similar  experience  will  be  the  history 
abroad,  unless  unusual  efforts  are  made  to  check  the  tendency. 

Reason  for  Imposition  of  Restrictions 

This  movement  in  the  direction  of  restrictions  is  due,  in  a 
general  way,  to  the  exceptional  conditions  created  by  the  war. 
First,  there  is  the  need  of  revenue.  Commerce  will  be  made  to 
bear  its  part  of  this  burden.  The  taxes,  or  tariffs,  which  will  be 
imposed  will  check  the  freedom  of  movement  of  goods. 

Second,  there  is  the  need  of  protecting  or  defending  new 
industries.  It  is  hardly  possible  that  governments  will  deny  aid 
to  industries  which  have  grown  through  service  to  the  country  in 
time  of  war,  nor  to  other  industries  which  have  sprung  up  during 
the  war  period.  It  will  be  regarded  as  a  national  loss  if  those 
industries  are  crowded  out  by  competition  from  abroad.  Not 
only  will  it  be  a  loss  to  capitalists  but  to  laborers  who  have 
acquired  special  training  in  such  industries. 

Third,  the  war  has  greatly  stimulated  the  desire  for  greater 
self-sufficiency.  This  is  the  trend  as  between  groups  of  nations, 
as  is  indicated  by  the  spirit  of  the  Paris  Economic  Pact;  it  is 
notably  the  case  with  the  "key  industries,"  particularly  in  Eng- 
land and  in  Prance;  it  is  the  case  with  a  few  of  the  belligerents 
whose  manufactures  have  generally  been  greatly  stimulated  by 
the  war;  and  finally,  it  is  the  case  with  some  of  the  neutrals  whose 
industries  have  imdergone  a  considerable  transformation  during 
the  war.  We  may  give  several  illustrations.  With  regard  to 
Italy,  an  American  consul  recently  reported  that  "the  war  has 
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injected  new  life  into  the  nuuiutMtnriiiK  iailwhiia  ol  luty. 
The  greatest  progreM  is  teen  in  the  chemiesl,  electriod*  «ad 
metaUurgical  bdustriet.  which  now  produw  Inmlrads  of  ■itkiM 
that  before  the  war  hmd  to  br  obtaiaad  Iram  nlwofld.  la  aO  Ihea 
of  indujitry,  however,  contoMdatioiMi  of  ^^^M-p^nftft  iocraaeai  ol 
<  apit  al.and  extensions  of  existing  phmts  are  thtr  imtarirf  tlitdajr  **** 
WitJi  refereilce  to  South  Atnmca,  one  of  our  eonsiib  repoitMi 
that  **  the  serious  dislocation  of  trade  nrmifciiind  io  vfatuaUy  all 
Latin  American  countries  by  the  war  has  in  the  case  of  Braiil 
brought  about  changes  of  such  far  niicliing  ■^MU^n^  ^g  Iq 
mark  a  new  period  of  growtli  in  the  industrial  aad  nmniTriril 
life  of  the  country."**  Similar  reports  oome  from  Sontli  Afrkrn* 
from  Australia  and  from  Japan.  Herein  will  be  found  the  ocra- 
MJon  for  the  widening,  and  perhaps  for  the  stiffening,  of  the  tariH 
|K>licii*8  of  such  countries,  with  the  ho|ie  of  rounding  out  the 
industrial  systems  of  such  countries. 

1'niirth,  the  war  ha.s  given  an  abundaaoe  of  training  in  new 
incUiods  of  controlling  conunerce.  Trade  may  he  controUcd  not 
only  through  the  operation  of  systems  of  tariffs,  but  by  export  aad 
import  licenses.  Such  measures  are  relatively  eaqr  to  adminislcr; 
they  operate  quickly  and  thoroughly,  and  to  a  large  extent  are  a 
more  effective  means  of  control  Umn  tariff  regulations.  There  is 
scarcely  a  country'  that  has  not  had  some  experieooe  with  this 
method  of  control,  and  it  is  not  probable  that  sudi  an  effective 
instrument  will  pass  into  disuse. 

Fifth,  the  ability  to  restore  normal  conditions  at  home  is,  with 
many  countries,  largely  dependent  on  their  ability  to  market  their 
goods  abroad.  Competition  will  Ix*  seven*.  The  nations  must 
employ  their  full  economic  strengtli  for  tliis  purpose,  and  avail 
themselves  of  such  commercial  policies  as  will  work  promptly  for 
this  «'nd. 

1  uially,  the  war  has  greatly  stimulated  the  combination 
iiient  Competition  will  be  more  severe  because  it  will  be 
by  larger  and  more  powerful  units.  Added  to  govcnment  oop* 
trol  through  tariffs  and  ini|)ort  and  export  regulalions  wiD  be 
that  of  the  great  industrial  i-oinbintttionii.     Chir  of  thr 


*>  Camwmm  AfporCt,  April  «6.  191R.  p,  SAS;  Umy  <5.  ItlS.  p.  7S0;  J«tr  «* 

l»18(Siip|>laaient),p.S. 
"  Ctmwmct  lUporU,  Aug.  liS.  Uib.  |i|>.  756  ff. 
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occasions  for  the  development  of  the  combination  movement  in 
£iir()|M^an  countries  has  been  the  need  of  preparing  for  post-war 
con)|H'tition.     The  case  for  England  has  been  stated  as  follows: 

The  financing  of  our  industries  (after  the  war)  will  be  immensely  facilitated 
by  trade  organization.  During  the  war  we  have  seen  our  productive  industries 
organized  on  a  large  scale  and  under  the  control  of  the  State.  Both  organization 
and  control  were  forced  on  us  by  the  war.  As  regards  State  control,  I  hope  and 
believe  the  necessity  for  it  is  temporary.     As  to  trade  organization,  I  firmly 

believe  that  the  necessity][forJit^will  remain  after  the  war The  day 

of  small  industries  on  individual  lines  is  gone.  Our  manufacturers  and  traders 
must  organize  for  united  effort.  This  will  have  the  closest  bearing  on  the  ques- 
tion of  finance.  An  unstable,  unorganized  industry  is  the  despair  of  bankers.  I 
have  confidence  in  stating  that  an  industry  organized  on  large  lines  has  seldom 
lacked  financial  support  in  this  country,  and  in  spite  of  the  financial  stringency 
we  shall  doubtless  have  to  face,  it  is  not  likely  to  suffer  in  the  near  future.'* 

Elsewhere  it  was  said: 

The  policy  of  the  Board  of  Trade  after  investigating  the  question  was  that  if 
British  manufacturers  were  going  to  increase  their  export  trade  after  the  war,  if 
they  were  even  going  to  regain  the  trade  lost,  it  was^essential  to  get  together  in 
some  sort  of  trade  combination.  Theyjwere  prepared  to  face  the  question  of 
trusts  or  combines.  K  they  were  to  make  a  stand  against  combinations  in  other 
countries,  it  would  be  necessary  for  them  to  adopt  methods  somewhat  similar  to 
those  which  were  employed  abroad.'* 

In  Great  Britain  great  progress  has  been  made  in  organizing 
business  on  a  large  scale. ^^ 

For  a  number  of  years,  combination  has  characterized  the  trend 
qI  development  among  American  industries.  Our  traders  and 
manufacturers  are  now  permitted  to  combine  for  the  purpose  of 
exploiting  foreign  trade.  Not  only  have  we  given  such  consent  to 
this  policy  as  is  involved  in  the  law,  but  it  appears  that  the  Fed- 
eral Trade  CommLssion  has  actually  recommended  that  the  Ger- 
man cartel  system  be  legahzed  for  American  foreign  trade.'*' 
Combinations  are,  of  course,  at  home  in  Germany.  The  war 
strengthened  this  movement,  and  the  after-war  measures  promise 
a  further  development  in   the  same  direction.     Said  a  recent 

«  Commerce  Reports,  Aug.  19.  1918.  p.  659;  Offieitd  U.  S.  Bulletin,  Jan.  9. 
1918.  p.  8. 

w  Commerce  ReporU,  Oct.  11.  1917,  p.  148. 

"  Lippincott.  Problems  of  Reconstruction,  pp.  282  ff. 

**Cf.  Federal  Trade  Commission  report  on  "Combination  in  the  American 
Export  Trade." 
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Comiiieroe  Report:  "TheGcmuui 
mcu.surt!2i  which  are  «*ithcr  pmrily  earned  out  or  pn^jeded*  awl 
which  involve  the  efforU  of  varioiu  Unet  of  trade  to  Mwark 
themielvet  for  the  coming  itnigsle.  A  veritable  network  ol 
organizatione  ie  growing  up,  which  may  be  divided  into  two 
groupe,  thoee  which  are  commercial  edcntific  and  llioie]^whicb 
are  purely  commercial/*" 

Further  illustrations  are  unneceetar>'.  World  trading  t«  in  the 
midst  of  new  conditions,  and  is  confronted  with  new  dangrri.  It 
will  now  n^uire  all  the  skill  the  statesmen  can  master  to  lDer|>  the 
countries  out  of  commercial  wars.  The  principles  named  on  a 
former  page  should  serve  as  the  ultimate  goal;  but  the  best  that 
can  bo  recommended  for  the  present  is  that  foreign  trade  should  be 
purged  of  unfair  methods,  that  discriminations  should  be  avoided. 
that  prrftTontial  treatment  of  favore*!  nations  or  of  favorvd 
regions  should  be  reduced  to  a  minimum,  and  that  the  new  meth* 
ods  of  export  and  import  control  should  not  be  applied  in  such  a 
way  as  to  deprive  countries  of  opportunities  tbey  might  k^gitl- 
niately  claim.  In  all  instances,  the  commercial  policies  of  the 
nations  should  be  characterised  as  reasonable  and  fair,  and  the 
test  of  tliese  terms  should  be  found  in  the  beneficial  effects  not  on 
one  nation  but  on  all. 

*'  Comnuree  ReporU,  March  17.  1010.  p.  IM5. 


The  Activities  of  the  Government  in  Promoting 

Foreign  Trade 

By   L.   F.   SCHMECKEBIER 
Chief  of  Division  of  Research,  Bureau  of  Foreign  and  Domestic  Commeroe 

¥  N  the  development  of  foreign  trade  the  three  main  factors  to  be 
'■•  considered  by  the  manufacturer  are  markets  where  the  goods 
may  be  sold  and  general  economic  conditions  in  these  countries, 
methods  of  transporting  the  goods  overseas  to  their  destination, 
and  means  of  financing  the  transaction. 

For  some  years  the  Bureau  of  Foreign  and  Domestic  Commerce, 
in  cooperation  with  the  Consular  Service  of  the  Department  of 
State,  has  been  supplying  the  information  regarding  markets  and 
economic  conditions,  but  it  has  remained  for  the  disturbed  condi- 
tions in  shipping  and  commerce,  due  to  the  war,  to  develop 
governmental  organizations  which  are  concerned  with  methods 
of  transportation  and  the  financing  of  foreign  business. 

Trade  Commissioners 

The  work  undertaken  through  the  Bureau  of  Foreign  and  Do- 
mestic Commerce,  and  the  Consular  Service  may  be  roughly 
divided  into  two  main  classes:  that  of  the  trade  commissioners, 
conmiercial  attaches  and  consuls  traveling  or  located  in  foreign 
cities  and  that  of  the  staff  of  the  Bureau  of  Foreign  and  Domestic 
Commerce  in  Washington.  A  feature  of  American  trade  promo- 
tion, which  has  not  been  developed  to  the  same  extent  by  any 
other  country,  is  the  work  of  the  trade  commissioners  who  are 
investigating  the  markets  for  specific  groups  of  American  products. 
These  investigations  are  made  by  trade  commissioners  of  the 
Bureau  of  Foreign  and  Domestic  Commerce  who  have  practical 
knowledge  of  the  industry  under  consideration,  because  specializa- 
tion has  become  such  an  important  factor  of  industrial  develop- 
ment in  this  country  that  it  is  impossible  to  give  proper  attention 
to  the  needs  of  a  foreign  market  unless  the  investigator  has  a 
thorough  grounding  in  the  technique  of  the  industry.  These 
investigators  are  assigned  to  a  particular  country  or  a  group  of 
countries  and  study  all  the  phases  of  economic  and  industrial 
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derdopmeiit  that  nmy  have  a  beariiif  on  the  mte  of  Ancriettt 
productn.  These  facton  include  roafUy  the  feoeral 
of  the  populatkm  and  its  purrhii.tinic  powcf 
of  goods  that  find  a  ready  sale,  Uu*  foreign  souree  of  tspplsr  or  the 
domestic  production,  proper  methodM  of  p^**M*f  and 
accepted  principles  of  sales  representatioo,  and  the  credit 
that  must  be  offered.  At  present  the  iollawiiig 
tions  are  under  way:  construction  inaUiiils  and  f^tiiMy  la 
South  America,  textiles  in  South  America,  fumitiire  in  Sooth 
America,  agricultural  implements  b  Piranoe.  motor  TcUdes  hi 
Europe,  leather  trade  in  Europe,  lumber  in  Europe,  indttstrial 
machinery  in  France,  Italy,  and  the  Far  East,  jewelry  and  sflvcr- 
ware  in  South  America,  electrical  goods  in  Spain  and  Italy,  chemi- 
cal industries  in  France,  and  phcMphate  rock  in  Europe. 

In  addition  there  are  under  way  investigations  of  various  indus- 
tries and  trade  activities  that  may  offer  a  field  for  American  prod- 
ucts, or  may  assist  in  the  marketing  of  American  goods.  AnMHSf 
these  may  be  mentioned  the  mineral  resouroea  of  the  Fitf  East, 
the  mining  industries  of  Spain,  l>anking  and  finance  in  ^Bg'nrt 
and  Spain,  advertising  methods  in  South  America*  and  ports  and 
transportation  facilities  in  tlie  Far  East. 

Owing  to  the  general  disturbance  of  trade  and  industry  through* 
« »ut  the  worid  as  a  result  of  the  war,  it  has  been  deemed  advisable 
t  o  supplement  the  special  investigations  by  some  general  studies, 
with  a  view  to  obtaining  comprehensive  and  first  hand  reports  on 
the  economic  situation  in  tlie  principal  oountriexi  of  the  world. 
These  general  studies  are  being  made  in  Belgium.  Denmark, 
England,  France,  Greece.  Italy,  Netherlands,  Norway,  Rotimanta, 
Spain,  Sweden,  Bolivia,  Colombia,  P^tfaguay,  Venomela,  Dutch 
East  Indies,  Mexico,  and  the  Union  of  South  Africa. 

CoifM£RCIAL  AlTACHEa  AND  CoNMJLa 

The  Bureau  of  Foreign  and  Domestic  Commerce  is  pcmMUMntty 
represented  in  foreign  countries  by  conunerdal  attaches  connected 
with  the  American  Embassy  or  lotion  m  each  country,  attackm 
at  present  l>eing  located  at  Buenos  Aires,  Copenhagen.  Tlie  Hague, 
Lima,  London,  Madrid,  Melbourne.  Puis,  Peking.  Rio  de  Jancira, 
Rome  and  Tokyo.  The  duty  of^the  commercial  attache  is  to 
keep  in  touch  with  the  Utfger  aspects  of  the 
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trial  development  of  the  country  to  which  he  is  accredited,  and  to 
submit  general  reports  which  will  serve  to  guide  American  busi- 
ness men  who  are  seeking  information  regarding  foreign  markets 
for  their  products.  It  is  not  tlie  function  of  the  commercial 
attache  to  furnish  lists  of  dealers  or  secure  representatives  for 
American  concerns.  It  is  their  duty  to  point  out  significant 
developments  in  the  economic  life  of  the  country  to  which  they 
are  accredited,  and  to  pay  special  attention  only  to  the  larger 
aspects  of  American  trade,  and  the  general  opportunities  for 
strengthening  our  commercial  position  in  foreign  markets. 

The  details  of  trade  promotion  in  foreign  countries  are  left  to 
the  American  consuls  who  are  under  the  supervision  of  the  Depart- 
ment of  State,  but  whose  commercial  reports  are  transmitted  to 
the  Bureau  of  Foreign  and  Domestic  Commerce  for  tlie  informa- 
tion of  the  American  exporter.  In  addition  to  a  comprehensive 
annual  report  on  the  trade  and  industry  of  his  district,  the  consul 
makes  reports  from  time  to  time  on  specific  commodities  which 
offer  a  good  field  for  the  American  merchant,  or  on  special  oppor- 
tunities for  placing  American  goods.  The  consul  offers  a  conven- 
ient and  acceptable  mode  of  bringing  together  the  American 
exporter  and  the  foreign  importer.  From  the  consul  or  from  lists 
that  have  already  been  submitted  by  the  consul,  the  American 
exporter  can  obtain  the  names  of  merchants  who  are  interested 
in  his  products,  and  the  foreign  importer  on  his  side  can  be  put  in 
touch  with  the  manufacturers  of  the  products  he  desires  to  buy. 
In  many  cases  the  consul  can  place  the  foreign  buyer  in  direct 
touch  with  the  manufacturer  of  the  goods  needed.  In  other 
cases  the  same  result  is  accomplished  by  forwarding  to  Washing- 
ton information  regarding  the  goods  desired  by  the  importer,  so 
that  an  appropriate  notice  may  be  published  by  the  Bureau  of 
Foreign  and  Domestic  Commerce  for  the  benefit  of  the  exporters 
in  the  United  States. 

The  home  service  rendered  by  the  Bureau  of  Foreign  and  Do- 
mestic Commerce  consists  in  supplying  inquirers  with  classified 
data  that  have  been  submitted  by  the  consuls  and  the  representa- 
tives of  the  bureau,  and  also  in  furnishing  specific  information 
which  can  be  obtained  from  the  foreign  publications  on  file  in  the 
library  of  the  bureau.  Among  the  data  that  are  available  in 
Washington  may  be  mentioned  information  on  foreign  tariffs  and 
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trademarkB.  foreign  sUtifltioi  of  iinf>ortji 
ally  of  production.  clippinK"  front  fordfn  journab,  and  aUUitirA 
on  the  trade  of  th<*  Unit4*4l  Statm.  Some  kiiowlf«i|{r  oC  thr  tarilf 
iiystf^m  of  a  foreign  country  U  aliMJutrly  eMrntial  to  the  csporlrr. 
aa  on  it  dependa  to  a  large  extent  thr  prtcr  at  which  hk  prodnel 
(*an  Im*  niarkct«Hl.  If  the  tariff  ia  high  on  a  particnakr  prodocl,  it 
may  raJM*  the  price  to  such  an  extent  that  thr  American  manu- 
facturer cannot  compete  wiih  the  (loni«*9itic  manufarturrr,  or  in 
many  cases  it  may  ket*p  him  out  of  the  market  altogrther.  Th«- 
tariff  also  has  an  important  l>earing  on  methods  of  parking,  be- 
cauM*  in  some  countries  the  duty  is  based  oo  the  gross  weight. 
while  in  other  countries  it  is  based  on  the  legal  weight  which 
includes  the  commodity  and  its  inunediate  container,  but  not  thr 
case  in  which  the  separate  containers  are  packed*  UoK^jr  allied 
to  tariff  questions  are  those  relating  to  the  ptotectioo  of  tnufe- 
marks.  the  requirements  regarding  consular  invoices,  the  rrgula* 
tions  governing  commercial  travellers  and  their  samples*  and  the 
import  and  export  restrictions  which  may  l>e  in  effect 
of  war.  or  economic  transition.  Througii  its  files  of 
and  decrees,  the  bureau  is  enabled  to  answer  these 
expeditiously  without  the  necessity  of  awaiting  a  reply  from  a 
foreign  country. 

In  the  line  of  statistics,  the  Bureau  of  Foreign  and  Domestic 
Commerce  is  prepared  to  assist  the  exporter  by  gi\nng  him  both 
the  export  statistics  of  tlie  United  States,  and  the  im|)ort  statistiei 
of  foreign  countries.  The  assembling  and  publication  of  the 
statistics  of  the  foreign  trade  of  the  United  States  constitutoi  one 
of  the  primary  functions  of  the  bureau,  and  these  statistios  offer  a 
good  guide  to  markets  that  have  already  bees  developed  for 
American  products.  The  dassificatioo  of  commodities  is 
revised  so  that  in  the  future  statistics  will  be  gi\-m  for 
commodities  that  were  fonnerly  included  in 
Likewise  the  period  of  annual  publications  lias  been 
the  fiscal  year  ended  Jime  SO  to  the  cakmdar  year,  so  that  thr 
American  stalls  ties  may  be  more  easily  compared  with  thoar 
published  by  foreign  countries,  the  greater  part  of  which  are  oo 
the  calendar  year  basis.  In  the  field  of  foreign  statistics,  thr 
bureau js  able  to  supply  from  its  coUectioofof 
eports  the  latest  available  data  on  imports  and  exports  aa 
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fied  by  the  country  concvrnod .  These  statistics  are  of  great  value, 
as  they  indicate  the  principal  sources  of  supply  and  the  coimtries 
with  which  the  American  exporter  must  compete.  The  bureau 
has  also  numerous  lists  of  dealers  in  foreign  countries  which  have 
been  submitted  at  various  \hnes  by  American  consuls  or  trade 
conmiissioners. 

Encouraging  Markets  for  Farm  Products 

The  Bureau  of  Markets  of  the  Department  of  Agriculture  has 
recently  undertaken  work  looking  to  the  development  of  foreign 
markets  for  unmanufactured  agricultural  products.  It  is  planned 
to  send  to  Europ)e  in  the  near  future  several  agricultural  trade 
commissioners  as  p)ermanent  representatives  to  report  on  condi- 
tions and  to  study  the  marketing  and  distribution  of  American 
farm  products.  According  to  a  recent  announcement  issued  by 
the  Bureau  of  Markets  the  work  will  comprise  studies  on  the 
supply  of  agricultural  products  in  foreign  markets  and  the  export 
surplus  in  the  principal  foreign  countries  with  which  the  United 
States  competes,  the  consumption  and  demand  in  the  principal 
importing  countries,  the  market  preference  as  to  kinds  of  products 
and  the  requirements  as  to  grading,  packing,  and  branding,  the 
channels  of  trade  through  which  the  products  pass  and  the  busi- 
ness practices  involved,  the  methods  and  cost  of  marketing  Ameri- 
can and  foreign  products,  methods  of  financing  export  trade  in 
agricultural  products,  export  practices  in  forwarding,  storing, 
transporting  and  insuring  agricultural  products,  the  economic 
conditions  influencing  the  marketing  of  American  agricultural 
products,  and  trade  opportunities  for  American  agricultural  prod- 
ucts. The  commodities  to  be  included  in  the  investigations  by 
the  Bureau  of  Markets  are  grain  and  grain  products,  dairy  and 
poultry  products,  fruits,  vegetables,  nuts,  honey,  cotton  and 
cottonseed  products,  livestock,  meats  and  tobacco. 

The  control  of  shipping  and  the  building  of  a  merchant  fleet  are 
activities  that  have  developed  as  a  result  of  the  war.  Before  1914 
the  foreign  trade  of  the  United  States  was  carried  mainly  in  foreign 
bottoms  and  while  various  methods  for  the  establishment  of  a, 
merchant  marine  had  been  proposed,  there  was  no  definite  and 
concerted  action  looking  to  the  operation  of  ships  by  the  govern- 
ment itself.     The  demoralization  of  shipping  was  coincident  with 
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the  firut  clay  of  Uir  war.  Gnuum  nhipiiioK  wa»  nrrpl  from  tlie 
sea  within  a  few  days.  The  cl<*vrU|iiiinit  €>f  tubmarior  waifarr 
addt^  to  tlic  iHn)ltxilii-i»  mud  cjiiri<njlliai  of  the  Amrrinui  UiippcT. 
because  as  the  Engliiih  tonnaice  aimtniiaied  the  EngUsh  fovtrs- 
ment  was  compelled  to  withdraw  many  shipa  from  thA  trgiA^ 
runs  in  order  to  fumi^li  tranAfioHation  for  tuppUoi  of  every  kbd. 
Our  own  cntr>'  into  tiie  war  and  the  critical  e\'rolji  of  IIm  spf^if 
of  1918  before  our  merchant  fleet  had  been  dcvdoped  lo  aoy 
extent,  added  to  the  difficulties  of  the  exporter,  an  almost  erwy 
available  .ship  was  needed  to  carr>'  troops  and  mipplira  to  Emopr. 
During  these  critical  months  it  was  possible  to  allow  our  foM^ 
trade  only  enough  ships  to  import  commodities  that  wetv  fMiMthl 
to  our  own  welfare,  and  to  carry  to  foreign  countries  soppBes  ^^* 
were  absolutely  needed. 

A  recent  report  by  Mr.  Hurley  states  that  m  August,  1014»  the 
United  States  sea-going  merchant  marine  of  500  groM  tww  aad 
over  amounted  to  1,494  sea-going  merchant  vvsseb  of  €,700317 
gross  tons;  on  November  11,  1918,  the  date  of  the  amusticr,  the 
grand  total  was  2,113  sea-going  vessels  of  5,515,180  grass  toss. 
The  total  construction  in  the  United  States  during  the  war 
amounted  to  875  vessels  of  2,941345  gross  toos.  Hie  purdiMes 
from  aliens  amounted  to  283  vessels  of  888,854  gross  toi^  66 
steamers  of  139,469  gross  tons  removed  from  the  Great  Lakes  to 
the  high  seas,  and  31  vessels  of  39,219  gross  tons  were  acquired 
from  various  sources.  Decreases  due  to  enemy  action*  oMnrioe 
risk,  sale,  etc.,  amounted  to  1,145,524  gross  tons.  With  thr 
stoppage  of  shipments  of  munitions*  after  the  signing  of  the  annis- 
ti«  (-,  a  large  part  of  the  newly  developed  merduuit  tonnagg  h^ 
came  available  for  commercial  purposes,  and  as  Cast  as  cireuBS- 
stances  will  permit  the  Shipping  Board  is  supph'ing  >'rasefa  on  sll 
the  trade  routes  where  such  service  is  demanded.  That  board  is 
also  keeping  ck)se  trade  of  tonnage  movemcBti  h  aD  parts  of  the 
world,  as  well  as  freight  rates  that  are  offered  by  nations  that 
competinff  with  us  in  foreign  trade, 
bled  by  the  Shipping  Board  both  for  the  finrposs  of 
the  effect  of  the  competition  of  other  countries,  and  to 
guide  in  adjusting  the  rates  on  American  ships  so  that  thm 
can  manufacturer  will  not  be  at  a  disadvantage. 
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Our  Changed  Trade  Balance 

AnoUior  development  of  the  war  has  been  tJie  eonversion  of  the 
Tnited  States  from  a  debtor  to  a  creditor  country'.  We  have  not 
only  taken  back  practically  all  of  onr  securities  that  were  held  in 
Europ<\  but  in  addition  both  private  investors  and  the  govern- 
ment itself  have  made  heavy  loans  to  our  European  Allies. 
Added  to  this  we  must  take  into  consideration  tlie  fact  that  the 
Allied  countries  in  Europe  will  need  enormous  quantities  of  mate- 
rial for  industrial  reconstruction,  and  perhaps  not  for  several  years 
will  it  be  {possible  for  them  to  ship  enough  merchandise  to  offset 
their  owti  purchases.  We  are,  therefore,  confronted  with  an 
enormous  balance  of  trade  in  our  favor,  which  results  in  a  rate  of 
exchange  which  is  very  disadvantageous  to  our  purchasers,  and 
which  is  a  hindrance  to  purchase  in  our  markets. 

It  is  generally  agreed  that  extensive  credits  must  be  made  if  we 
are  to  take  part  in  the  industrial  reconstruction  of  Europe.  In 
order  to  assist  the  American  exporter  in  financing  his  operations, 
the  Act  of  March  3,  1919  (Public  No.  328)  provided  the  War 
Finance  Corporation  of  the  Treasury  Department  with  a  fund  of 
a  billion  dollars  which  may  be  advanced  to  exporters  if  the  ex- 
porter is  unable  to  obtain  funds  upon  reasonable  terms  through 
banking  channels.  The  detailed  method  of  administering  this  Act 
has  not  been  worked  out  by  the  War  Finance  Corporation,  but 
the  law  provides  that  the  loans  may  be  for  terms  not  exceeding 
five  years,  and  that  the  rate  of  interest  charged  shall  not  be  less 
than  one  per  cent  per  annum  in  excess  of  the  rate  of  discount  for 
ninety  day  commercial  paper,  prevailing  at  the  time  of  such 
advance  at  the  federal  reserve  bank  of  the  district  in  which  the 
borrower  is  located. 

The  favorable  balance  of  trade  which  is  likely  to  prevail  for 
some  time  renders  it  highly  desirable  that  the  American  public 
pay  more  attention  to  the  investing  of  funds  in  foreign  securities. 
The  investment  of  such  funds  will  tend  to  stabilize  exchange,  as 
the  proceeds  of  the  loan  will  be  represented  by  credits  in  this 
country,  against  which  foreign  importers  may  draw  their  bills. 
These  investments  will  also  be  of  a  decided  value  in  increasing  our 
foreign  sales  as  American  representatives  in  charge  of  foreign 
property  controlled  by  Americans  will  naturally  purchase  their 
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Muppliet  tram  Ameriam  houaei  if  ponublr.  The  Buwiu  of  For- 
eign and  Domeitic  Commcroe  ii  payiiiff  tpediJ  attwitton  to  thai 
phase  of  foffdfn  trade  development,  and  as  briniciiig  to  the  aiten- 
tion  of  invefton  opportunities  to  place  capital  in  fomfs  ooun- 
tries  and  is  furnishing  available  baaie  data  for  the  guidaoee  ol 
tlie  investor. 

The  lack  of  aatiitants  trained  in  the  technique  of 
and  the  absence  of  courses  of  instnictioo  in  the  subject  have 
a  handicap  to  many  manufacturers  who  have 
to  build  up  a  foreign  department.  Costly  and 
and  delays  have  often  resulted  from  the  errors  of 
commission  of  employes  who  have  not  been  trained  in  the  princi- 
ples that  are  fundamental  to  busbess  with  foreign  countries.  In 
order  to  remedy  this  the  Federal  Board  for  Vocatinnal  Edncation 
has  outlined  a  series  of  courses  on  foreign  trade  and  shipping  to 
meet  the  needs  of  teachers  who  may  be  called  upon  to  give  in- 
struction on  foreign  trade  vocations.  One  bulletin  that  has  been 
issued  ix)ntaiiui  outlines  of  short  unit  courses  on  selling  methods 
and  practice,  the  mechanism  of  foreign  trade,  exdiange  credit  and 
banking,  ocean  transportation,  marine  insurance,  trade  routes, 
foreign  tariffs  and  commercial  policies.  Specialised  oouTMa  deal- 
ing with  selected  commercial  areas  are  being  devdoped  for  the  use 
of  students  who  have  mastered  the  technique  and  who  have  sur- 
veyed tlie  condition  of  coinmeroe  as  a  whole.  In  this  work  the 
Board  for  Vocational  Eduration  is  working  in  close  cooperation 
with  the  other  agencies  of  the  government  tliat  are  intcrrrsted  in 
tlie  development  of  foreign  trade. 


The  Problem  of  Government  Control 

By   BUBWELL  S.   CUTLEB 

Director,  Bureau  of  Foreign  and  Domestic  Commeroe 

and 

Louis  Domebatzky 

Tariff  Expert,  Bureau  of  Foreign  and  Domestic  Commerce 

A  MONG  the  numerous  problems  comprised  within  the  rather 
•^^  hackneyed  term  of  "economic  reconstruction,"  one  of  the 
most  diflScult  is  presented  by  the  liquidation  of  Government 
control  in  business.  The  task  is  not  confined  merely  to  the  aboli- 
tion of  certain  war  boards  or  the  disposal  of  Government  supplies 
acquired  for  war  purposes,  but  involves  a  revaluation  of  the  polit- 
ical theory  of  Government  control  in  the  light  of  war  experience. 
While  the  political  aspect  of  the  problem  has  not  as  yet  attained 
in  the  United  States  the  importance  attached  to  it  in  a  country 
like  Great  Britain,  for  instance,  there  are  strong  indications  that 
some  of  its  phases  may  play  a  considerable  part  in  the  political 
developments  of  the  next  few  years,  and  we  may  therefore  regard 
a  discussion  of  the  problem  as  decidedly  timely.  The  following 
two  informal  summaries  by  the  director  and  the  tariff  expert  of  the 
Bureau  of  Foreign  and  Domestic  Commerce,  of  the  Department 
of  Commerce,  dealing  with  Government  control  in  Great  Britain 
and  in  the  United  States,  may  prove  of  some  value  in  tlie  dis- 
cussion of  the  subject. 


Government  Control  in  the  United  States 

By  BUBWELL  S.    CUTLEB 

The  American  Government  control  of  commerce  during  the 
war  has  followed  the  British  policy  and  procedure  closely.  In 
fact  it  is  thought  by  many  to  have  been  a  somewhat  amateurish 
imitation  wherein  it  followed  the  procedure  alone,  to  somewhat 
unsophisticated  extremes,  without  being  founded  on  the  keenly 
calculated  aims  of  the  British  elders.  For  this  there  is,  perhaps, 
excuse  enough  found  in  the  prior  establishment  of  a  British  block- 
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ade  that  allowed  little  or  no  TariatkMi  ia  our  liraedom  with  jnfrifii 
nations,  since  hannony  with  the  British  was  to  bo  iilllscitiMl  above 
aUelse. 

From  stringent  regulations  on  enemy  tnMiiag 
one  paralyzing  prohibition  after  another  in  the  field  of 
tional  finanoe,  commerce  and  transportation  until,  ti 
possibilities  being  quite  exhausted,  wt  laid  eafsr  iMads  upon 
our  domestic  utilities  with  all  the  test  of  a  yotmpler  over  hfe 
first  real  steam  engine. 

Where  the  British  laid  down  rules  to  serve  tiie  pet  punKMc  ol 
withholding  from  the  enemy  all  outside  supplies  of  lood,  munitioiM 
and  credit  and  at  the  same  time  permitted  exceptioos  where  their 
own  supplies  and  trade  were  benefited  without  eomfort  to  the 
enemy,  the  American  embargo  regulations  were  rigorously  uphold 
on  every  occasion  by  their  administrators  like  prictts  defewlhif 
a  temple;  a  policy  of  enlightened  self-mterest  for  ourselves  and 
**war  associates"  had  no  standing  beside  a  detcrminatioii  to 
defend  the  rule  for  its  own  beauty.  So  far  as  may  be  seen  now, 
mere  compliance  with  the  British  physical  blockade  against 
(*ntrance  of  fats  into  Germany  would  have  been  aufictait  to 
create  the  only  economic  strain  which  Germany  admits  as  being 
decisive. 

When  the  collapse  came  she  had  a  fair  abundance  of  everything 
she  most  needed  except  rubber  and  edible  falls  and  hlbfieati^g 
oil — to  which  England  had  allowed  her  no  aoeess  up  to  Mardb, 
1917,  except  when  we  forced  Britain's  hand  in  the  way  of  trade. 

Our  most  effective  work  was  the  elimination  of  pro-German  or 
Austrian  firms  in  South  America,  where  there  are  left  today  few 
substantial  merchants  who  prefer  to  handle  American  goods.  The 
native  and  British  houses  there  prefer  merchandise  from,  and 
business  relations  with,  other  nationalities. 

Embaboo  Pownna 

The  fundamental  principles  underlying  the 
delegated  by  Congress  to  the  President  were  twolbld: 
lion  of  natural  resources  so  that  they  might  be  devoted  wfaoQy 
to  military  purposes,  and  prohibition  on  enemy  trading.  It  is 
obvious  that  almost  any  set  of  regulations  ooiild  he  promulgaird 
in  compliance  with  those  two  principles  smoe  tiie  extent  to  which 
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they  could  be  adminUtered  was  not  limited  by  Congress  or  by 
the  President  who  in  turn  had  delegated  the  power  to  the  War 
Trade  Board. 

The  diversion  of  home  industry  into  channels  of  army  and  nav>' 
supplies  was  splendidly  done  by  the  War  Industries  Board,  taking 
into  account  the  want  of  direct  power  which  the  Board  suf- 
fered. It  is  true  that  it  could  supplicate  the  President  any  time 
to  commandeer  an  intractable  business  concern,  exactly  as  thr 
army  and  navy  did  in  effect  rather  often.  But  as  a  general  tiling 
the  Board  accomplished  a  unification  of  industrial  and  military 
purposes  by  the  simple  power  of  moral  suasion.  The  business 
executives  of  the  country  responded  fervidly  without  calling  from 
Congress  legislative  compulsion  such  as  the  British  Orders  in 
Council.  Those  British  Orders  of  1914-1917  had  given  to  the 
Prime  Minister  power  to  do  whatever  his  Cabinet  wished  with 
every  factory  and  utility  in  the  United  Kingdom. 

Our  board  helped,  as  business  advisers,  to  determine  contracts, 
prices,  shipping  priorities,  etc.,  wherever  Government  business 
was  concerned.  Its  advice  was  followed  wherever  and  whenever 
the  army  or  the  navy  chose,  tlie  attitude  of  both  Departments 
being  good-natured  even  when  most  self-rehant. 

Finance  and  Transportation 

Perhaps  the  Treasury  had  the  more  difficult  task  of  all,  in  so 
far  as  it  tried  first  to  maintain  the  abnormal  gold  reserve  of  tlu' 
country  and  simultaneously  to  force  a  parity  of  exchange  with 
other  countries.  That  department  was  called  upon  to  actuate 
through  the  War  Trade  Board  an  embargo  on  monetary  metals  and 
credits  to  the  single  end  of  conservation;  it  had  no  part  in  the  poHcy 
of  enemy  trade  exclusion,  although  its  advice  was  frequently  re- 
quired. It  is  not  hard  to  perceive  that  the  Treasury  Department 
was  frequently  beset  by  the  urgency  of  releasing  gold  from  this 
country  in  exchange  for  much  needed  imports,  because  certain 
nations  to  the  south  of  us  demanded  gold,  and  gold  only,  as  a  re- 
turn for  raw  materials  which  could  not  be  secured  from  any  other 
part  of  the  world.  Altogether,  the  Treasury  was  subject  to  more 
conflicting  obligations  than  any  other  department. 

The  Railroad  Administration  did  not  take  over  control  before 
it  was  amply  demonstrated  that  habits  of  competition  between 


I 


Turn  FtoBUBM  or  Gowwmmmmn  CcnrrvoL  fl7 


tlie  (lifTcTpnt  syitems  preduded  any  chaooa  of  unified 
Mon^over,  they  sorely  needed  an  inomie  o(  tralBe  ratee  beyond 
wliat  the  public  would  tolerate  U  decnod  by  prhrala  mmM§BmtmlL 
An  soon,  however,  as  the  Government  iinmid  RopOMBlllity  Ike 
railroad  employees  pounded  the  Administration  so  hard  for  wagr 
increases  and  privileges  theretofore  denied  that  there  waa  no 
escape  from  them,  unless  a  general  strike  was  wefeone.  We  now 
have  Government  control  of  privately  owned  property,  with  all 
the  confuition  inherent  in  such  a  contrariety. 

As  for  our  merchant  marine;  that  is  owned  oatrigfat  by  the 
Government  and  consequently  its  costs  and  beacfita  mn  borne 
by  the  entire  people  through  the  process  of  federal  taxation.  Its 
ilcliiiquencies,  if  any  develop,  are  visited  upon  every  taxpayer 
and  not  exclusively  on  the  investors  who  put  their  money  into 
enter))rises  which  they  thought  would  provide  them  ^nth  rrgular 
income  free  from  the  risk  of  political  exigency. 

We  have  already  inciicated  the  forceii  which  resulte<l  in  pultmg 
rail  and  ocean  transportation  into  the  hands  of  the  Govemnient« 
and  these  are,  namely,  the  necessity  for  higher  traflSc  rates  (paa- 
senger  and  freight)  and  the  necessity  for  an  increaeed  wage  scale. 
Neither  of  these  sweeping  changes  could  have  been  brought  about 
^itli  the  consent  of  the  public  so  long  as  private 
could  be  held  responsible.  In  other  words,  the  Government 
palpably  above  any  criticism  on  the  grounds  of  selfish  profit.  The 
temporary  seizure  of  the  cable  and  telegraph  lines  is  abo  baaed 
on  similar  considerations,  but  these  would  not  have  been  effael* 
ive  in  normal  times,  and  the  properties  were  taken  over  with 
the  ejqiress  intention  of  turning  them  bade  to  private  administra- 
tion as  soon  as  national  affairs  became  sensibly  normal. 

The  Futube 

We  shall  not  judge  the  advisability  of  a  permanent  Gox-rmment 
control  solely  on  the  ground  of  experience  in  this  country  up  to 
date,  but  we  can  all  see  dearly  enough  the  advantages  and  disad- 
vaiiUiges  of  Government  ownerahqp  of  public  utihUea  as  a  pcfna- 
iieiit  tiling.  That  in  a  general  way  a  government  would  run  then 
for  the  benefit  of  the  greatest  number  of  people  and  never  for  the 
purpose  of  unreasonable  profit  or  stock  jobbing  is  conceded  by  u* 
all.     We  will  even  admit  that  an  excess  of  competition  by  paralld 
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lines  and  activities  resulting  in  a  too  great  overhead  cost  of  opera- 
tion, can  be  eliminated  by  the  authority  of  the  Government.  It  is 
likewise  possible  to  believe  that  strikes  and  all  riotous  disturbances 
would  be  difficult  of  accomplishment  so  long  as  the  Government  is 
in  charge  and  therefore  obliged  to  oppose  its  armed  authority  for 
the  protection  of  the  properties  involved.  And  yet,  on  the  other 
hand,  we  are  more  than  likely  to  lose  under  Government  admin 
istration  the  exercise  of  ingenuity  and  incentive  which  individuals 
brought  to  bear  upon  our  vast  railroad  systems  in  the  days  of  their 
creation.  The  most  effective  public  ulilities  are  invariably  those 
which  enjoy  constant  improvement  under  the  spur  of  ambitions 
individuals  seeking  to  improve  property  committed  to  their  per- 
sonal care.  If  our  lines  of  communication  by  wire  or  by  rail  or  b>' 
boat  become  out-and-out  Grovemment-controlled  properties,  it  is 
inevitable  that  the  executives  in  charge  and  the  operative  forc(» 
will  take  on  a  political  character.  As  soon  as  that  condition  is 
well  established  we  might  see  as  the  result  of  sporadic  political 
upheavals  in  one  part  or  another  of  the  country  a  constant  change 
of  railroad  people  in  office  and  the  selection  of  them  dictated 
primarily  by  political  preference.  In  this  process  a  certain  section 
of  railroad  or  telegraph  lines  might  be  taken  over  bodily  by  a 
mob  organization,  such  as  the  I.  W.  W.  or  some  other  radical 
group  in  temporary  power,  and  the  entire  system  would  be  terri- 
bly handicapped,  if  not  paralyzed. 

When  one  puts  into  parallel  columns  the  advantages  and  dis- 
advantages of  permanent  public  administration  over  privately 
owned  properties  in  these  United  States  and  thus  creates  an 
account  with  credit  and  debit,  the  balance  on  the  debit  side  is  so 
unmistakably  plain  that  an  impartial  man,  with  his  feet  firmly 
planted  on  the  solid  ground  of  historical  fact  cannot  supp>ort  the 
idea; — or  at  least  he  will  say  "let  us  defer  the  highly  altruistic  plan 
until  we  know  what  kind  of  a  Government  or  polity  the  masses  are 
determined  to  give  us."  For  no  Government  can  successfully 
escape  from  the  logical  consequences  of  its  own  policy  if  they  turn 
out  to  be  evil,  nor  can  it  combat  them  in  the  day  of  repentance. 
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Goveraiiient  Control  in  CJremt  Britain 
By  Louis  DomnuriKT 

While  we  niay  leave  to  tlic  future  hijitarian  the  danfrrou*  task 
of  det(*rniining  the  extent  to  which  eoooomic  facton  were  reipon- 
ftible  for  the  world  war.  we  do  not  have  to  wait  for  the  verdict  of 
history  to  appraise  tlie  iinportanoe  of  foch  factor*  in  carrytng  on 
the  war.  Likewise  we  are  safe  in  assuming  that  the  war  will 
bring  about  revolutionan'  changt*?i  in  the  economic  life  of  most 
of  the  countries,  neutral  a^i  well  as  belligerent.  Not  only  has 
the  war  affected  dt*eply  the  business  life  of  the  separate  countries. 
but  it  ha.s  also  served  to  bring  about  a  degree  of  international 
control  and  pooling  of  resources  that  would  havr  lM*rn  refurded 
as  inconceivable  for  probably  half  a  cvtitur^*  un(I«-r  normal 
development. 

Perhaps  the  most  striking  devolupnient  has  been  the  over- 
whelming control  exercised  by  tlio  individual  State  over  the  prin- 
cipal phases  of  economic  life.  In  order  to  increase  production 
so  as  to  keep  the  tremendous  war  machine  going  the  State  had 
to  step  in  and  to  counteract  all  the  subversive  instincU  that  were 
interfering  with  the  desired  end.  In  assuming  control  over  pro- 
duction the  State  was  compelled  in  many  instances  to  guarantee 
to  labor  remunerative  wages  sufficient  to  cover,  or  to  exceed*  the 
swollen  cost  of  li\nng  and  even  to  provide  housing  and  transporta- 
tion facilities  where  they  were  inadequate  for  high-s|>eed  pro- 
duction. There  seemed  no  escape  from  the  duty  to  limit  profits, 
to  fix  maximum  prices,  to  allocate  materials,  to  appropriate  prod- 
ucts, to  interfere  in  every  ingenious  way  with  the  basic  Uws  of 
supply  and  demand,  when  they  appeared  inadequate  to  a  con- 
centrated effort  in  a  given  direction.  And  the  further  the  State 
went  into  the  field  of  production  and  distribution  the  more  funr 
tions  it  was  forced  to  take  over  or  c*ontrol,  since  a  radical  cfaangt* 
in  the  management  of  one  plant  of  industry  was  found  to  aflSect 
correlated  plants  or  industries.  Thus  State  control,  or  interfer- 
ence as  it  is  sometimes  called  by  its  opponeotSt  was  expandiog 
at  a  rapid  rate  when  the  war  came  to  a  suddei 
behind  it  the  enormous  task  commonly  referred  to  as 
reconstruction. 
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Meantng  op  "Economic  Reconstruction" 

The  significance  attache<l  to  tlie  term  "economic  reconstruc- 
tion'* differs  very  wi<Iely  m-rorrling  to  the  political,  ec*onomic  and 
sorinl  vie\%*s  of  the  i>ersons  by  wliom  it  is  used.  To  some  it  may 
mean  a  revolutionary  change  in  the  relations  between  the  State 
and  the  indi\ndual,  the  upbuilding  of  an  entirely  new  social  struc- 
ture in  which  the  State  shall  assume  j)atemal  authority  over 
the  numerous  business  and  social  activities  which  have  not  b(H»n 
performed  adequately  imder  an  ultra-free  regime.  To  others  it 
means  simply  that  the  State  shall  relinquisli  its  new  functions 
assumed  during  the  war  as  quickly  as  possible  and  witli  the  least 
disturbance  to  the  economic  life  as  conducted  on  a  pre-war  basis. 
Between  these  two  extremes  there  are  naturally  numerous  grada- 
tions. The  crux  of  the  problem  is  to  decide  just  what  functions 
the  State  should  discard  or  what  should  be  retained  and  developed 
to  their  logical  conclusions. 

The  extreme  opponents  of  Government  control  who  assume 
that  the  progress  made  in  that  direction  during  the  war  will  be 
entirely  obliterated  and  ^^dll  have  no  bearing  on  the  after-the-war 
politics  are  probably  just  as  far  removed  from  a  realization  of  the 
real  trend  as  their  visionary  opponents  who  construe  the  war  expe- 
rience as  a  great  step  towards  the  realization  of  the  Cooperative 
Commonwealth.  It  is  hardly  necessary  to  point  out  that  the 
final  outcome  will  be  determined  by  political  factors  at  least  as 
much  as  by  economic.  In  any  event  it  is  quite  clear  from  the 
legislative  measures  already  adopted  by  some  of  the  belligerent 
governments  that  they  will  retain  authority  over  the  distribution 
of  raw  materials  until  monopolies  in  materials  and  credits  are  no 
longer  possible. 

Nature  and  Extent  of  British  Control 

Before  entering  upon  a  discussion  of  the  merits  of  Government 
control  in  general  it  may  be  well  to  review  briefly  the  principal 
measures  adopted  by  Great  Britain  and  thus  get  an  idea  of  the 
extent  and  character  of  control  achieved  during  the  war,  for  this 
alone  will  measure  the  distance  we  must  retrace  our  way  to  the 
pre-war  "free  economy." 

Great  Britain  fixes  our  attention  first,  not  merely  on  account 
of  her  dominant  financial  position  among  the  belligerent  coun- 
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tries  of  £urope,  but  abo  >?*ftwgi  itiifii  to  Mjr.  ah^  ha*  §nt 
further  in  the  direction  of  State  cootiol  than  the  oUimi,  always 
excepting  chaotic  Runtia  and  Batavia;  alao  aha  htti  doMa  tkm  im 
tiie  face  of  her  traditional  oomniiljunit  lo  wwiifnial  bmAtm 
and  tlie  proverbial  individualism  of  her  iM^ffimir  lali.  The 
experience  of  Great  Britain  in  alflo  of  |>articular  importaoea  lo  im 
becauae  it  is  apt  to  influence  our  own  policy  lo  a  lar  pwU 
than  the  example  of  the  TeuUmie  oounlriea,  ainea  liMir 
towards  extension  of  State  control  had  been  growing  apace  for 
some  time  prior  to  the  outbreak  of  the  war,  aad  it  majr  ba  itgaHad 
as  a  natural  developineut  of  intense  oentralkifciiMi  in  poMlaa. 
Not  so  with  Britain.  Whether  her  policy  may  be  attributed  to 
a  better  appreciation  of  the  underlying  economic  factors  of  Um 
war  and  the  magnitude  of  her  financial  liability  to  the  Allies,  or 
whether  it  was  wholly  a  result  of  a  socialistic  traid  imdiily  aocel 
f  rated  by  the  national  defense,  we  do  not  feel  ready  to  decide. 
There  is  no  doubt,  however,  about  tiie  pennaneBt  pcaetralkm  ol 
State  control  into  the  economic  fabric  of  that  oomtry. 

Adverse  opinions  regarding  the  desirability  or  success  of  Gov- 
ern nu*nt  control  under  normal  conditioiis  abould  not  blind  iia  lo 
Uie  fact  that  certain  production  problems,  espedaUy  tboae  relate 
iiig  to  labor,  could  not  have  been  adjusted  without  the 
tion  by  the  State  of  the  eoonomic  and  social  aaqjoeaeea  of  ( 
settlements. 

It  is  assumed  by  numy  that  this  attitude  of  the  Slate  wQI 
have  to  be  maintained  during  the  reoonstnictkm  period  in  order 
to  avoid  serious  labor  and  fiscal  disturbances.  The  coBOeMOBa 
of  labor  made  by  the  State  in  certain  industries  and  serviers,  as 
iu  railway  transportation,  for  instance,  will  probably  mmkt  m 
prompt  return  to  private  ownership  of  those  utilities  very 
cult,  if  not  impossible;  and  we  may  conclude  from 
introduced  bill  for  tlie  creation  of  a  Ministry*  of  Ways 
munications  that  the  nationalisation  of  the  railways  has  practi- 
cally been  decided  upon.  In  other  caaea,  like  the  aipbilathi  of 
the  Persian  oil  fields  and  the  dye  industry,  Iha  partidpaltai  af 
tlie  State  has  been  so  conspicuous  tliat  it  is  douhied  ahtlhir 
from  a  political  standpoint  the  Government  could  st«p  entirely 
out  of  those  purely  industrial  enterprises  without 
aration  for  the  event. 
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In  a  broad  way,  then,  Government  control  in  Great  Britain 
extended  to  all  phases  of  economic  life,  but  was  particularly  con- 
centrated on  public  utilities,  production  of  ammunition  and  otlicr 
war  supplies,  including  essential  commodities  for  civilian  um  , 
especially  foodstuffs.  Now  let  us  examine  briefly  the  methods 
of  procedure  adopted  by  tlie  British  Grovemment  in  its  various 
forms  of  control. 

Railways,  Munitions  and  Coal 

On  account  of  their  pivotal  character  in  war  operations  the 
railways  were  taken  over  by  the  Government  on  the  day  following 
the  declaration  of  war,  under  the  Regulation  of  Forces  Act  (1871). 
The  operation  of  tlie  lines  was  placed  in  charge  of  the  Railway 
Executives  Committee  of  General  Managers,  under  the  general 
control  of  the  Board  of  Trade,  and  the  general  basis  of  com- 
pensation was  a  guarantee  by  the  Government  of  the  profits 
obtained  during  the  period  immediately  preceding  the  outbreak 
of  the  war.  Early  in  1915  the  Government  was  confronted  with 
the  task  of  dealing  with  the  demand  of  the  railway  unions  for 
increased  wages  to  cover  tlie  increased  cost  of  living.  The  Gov- 
ernment granted  a  substantial  part  of  the  increase  asked  for  and 
assumed  three-fourths  of  the  cost  involved.  The  concession  was 
regarded  as  a  great  victory  by  the  unions  and  was  undoubtedly 
construed  as  an  indication  of  the  policy  to  be  adopted  in  the 
future  in  dealing  with  the  railway  unions.  Further  increases  in 
the  war  bonuses  to  the  railway  employees  was  made  in  September, 
1915,  September,  1916  and  April,  1917,  and  a  far-reaching  con- 
cession in  regard  to  the  continuation  of  the  war  wages  to  tlie 
end  of  1 9 1 9  has  j  ust  been  granted  by  the  Government.  In  accord- 
ance with  the  promises  made  during  tlie  last  parliamentary  cam- 
paign the  Government  has  just  introduced  a  bill  for  the  creation 
of  a  Ministry  of  Ways  and  Communications,  with  vast  powers 
for  the  control  of  all  forms  of  transi>ortation  and  communication. 

The  control  or  ownership  of  munition  plants  by  the  govern- 
ments of  the  belligerent  countries  was  so  general  that  it  could 
hardly  be  regarded  as  a  conscious  political  reform  in  any  of  the 
countries.  Owing  to  the  shortage  of  labor  and  equipment  and 
to  industrial  unrest  the  Government  took  a  decisive  hand  in  the 
distribution  of  labor,  also  assuming  authority  in  prevention  or 
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settlement  of  strikes,  adjustment  of  w^fas*  etc.  The  DiiiM9  of 
the  Realm  Act  an^  the  Mimitioiia  of  War  Act  eaoUod  the  Gov* 
enunent  to  take  over  the  control  of  the  prtvato  pbala  imffnd 
in  the  production  of  munitions  and  to  limit  their  pfoAts,  tbflMbj 
removing  one  of  the  principal  causes  of  labor  agitatiocit 
demand  for  a  greater  share  of  the  apparent  piofiU.  There 
also  a  provkkm  for  the  protection  of  trade  union  rules  after  the 
war  and  for  a  system  of  "leaving  certificatee'*  intended  to  prevent 
the  migration  of  labor  from  munition  industries.  While  these 
measures  were  so  closely  connected  with  the  actual  conduct  of  the 
war  that  they  could  hardly  be  regarded  as  j^^inplff  of  delibcnite 
paternalism,  nevertheless,  some  of  the  principles  involved,  nota- 
bly the  limitation  on  profits,  might  be  retained  as  servioeabfe  lor 
the  period  of  reconstruction;  the  final  disposal  of  the  Govern- 
ment-owned munition  plants  may  give  rise  to  a  demand  for  their 
conversion  to  peace  uses  under  the  Government  auspices. 

A  decrease  in  the  output  of  coal  made  it  neoeMaiy  for  the  Gov- 
emnient  at  first  to  restrict  the  exportation  and  the  donirsfir  oon- 
suniption,  and,  later  on,  largely  as  a  result  of  the  labor  disturb- 
ances in  South  Wales,  to  impose  labor  adjustments  and  price 
fixing.  A  further  threat  of  labor  troubles  in  1916  oompdled  the 
Government  to  take  possession  of  the  South  Wales  mines,  fol- 
lowing which  Orders-in-Council  of  February  212, 1917,  authorised 
Government  control  over  the  entire  ooal-mining  industry,  wfaiob 
was  placed  in  charge  of  a  new  department  in  the  Board  of  Tkmde. 
under  the  Controller  of  Coal  Mines. 

Shipping,  Leather  and  Textile* 

While  the  requisition  of  shipping  was  primarily  a  measure  for 
carrying  on  the  war,  it  also  had  the  very  important  economic 
function  of  preventing  an  undue  rise  in  import  fn*ight  rates  and 
consequently  in  the  cost  of  living.  Great  Britain  l>etng 
wholly  dependent  on  imported  foodstuffs.  Thus  a  very 
erable  part  of  British  tonnage  was  commandeered  hf  Bcqral  Proc- 
lamation of  August  3,  1014,  and  a  board  was  set  up  to  adjust 
the  claims  of  the  ship-owners.  The  Board  of  Arbitration  soon 
assumed  also  the  function  of  drawing  up  approximate  monthly 
rates,  which  gradually  developed  into  the  so-oaiied  **bhie4>ook** 
rates  for  requisitioned  vesseb  and  were  ccmsidcrably  below  the 
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market  rates.  The  Government  also  adopted  a  system  of  risk 
insurance  for  the  vess(»ls  not  requisitioned,  irf  view  of  the  con- 
spicuous part  played  by  the  high  cost  of  living  in  labor  disturbances 
the  Government  moved  in  this  way  to  keep  at  a  reasonable  level 
the  cost  of  imported  foodstuffs,  since  an  unrestricted  rise  in  freight 
rates  and  no  reservation  of  space  for  the  transportation  of  food- 
stuffs had  been  working  to  the  opposite  effect. 

The  importance  of  leather  and  textile  fibers  for  war  equipment 
and  the  violent  rise  in  prices  occasioned  by  the  war  demands  as 
well  as  by  the  high  freight  costs  induced  the  British  Government 
to  take  on  the  purchase  of  raw  materials  in  the  British  Dominions 
and  South  America,  and  also  to  determine  priorities  in  case  of 
merely  civilian  demands.  Even  the  production  hours  of  factories 
using  these  materials  were  curtailed  in  the  interest  of  conserva- 
tion. It  may  be  said  that  during  the  greater  part  of  the  war 
period  the  middleman  was  altogether  eliminated  from  the  textile 
and  leather  industries,  in  so  far  as  the  free  distribution  of  raw 
material  was  concerned. 

FooDSTurrs 

Since,  however,  for  the  army  and  for  the  civilian  population  an 
adequate  supply  of  foodstuffs  had  become  the  most  serious  prob- 
lem, the  British  Government  concentrated  its  attention  on  a 
double  domestic  policy  as  follows:  (1)  the  assurance  of  adequate 
supplies  by  boat  from  foreign  sources,  and  (2)  encouragement  of 
domestic  production  by  means  of  guaranteed  prices,  distribution 
of  tractors,  seeds,  fertilizer,  etc.,  and  by  encouragement  of  small 
farm  holdings. 

The  first  task  was  to  prevent  an  undue  rise  in  the  prices  of  staple 
foodstuffs,  the  importation  of  which  was  greatly  affected  by  the 
curtailment  of  tonnage.  Thus  we  find  that  maximum  prices  for 
sugar,  butter,  cheese  and  bacon  were  fixed  by  the  Board  of  Trade 
early  in  the  war.  With  the  sugar  supply  from  the  Central  Powers 
cut  off  there  was  a  sharp  rise  in  the  price  and  a  Royal  Commission 
was  appointed  in  September,  1914,  to  investigate  the  situation, 
to  piu-chase  and  distribute  sugar,  and  maintain  the  supply.  The 
Government  became  the  sole  importer  of  sugar  and  soon  took 
control  of  the  refineries.  By  fixing  the  refiners'  profit  itjcon- 
troUed  the  price  of  the  refined  product.     On  several  occasions  the 


Ths  Pboblbm  or  d 

Royal  ConiiiiiMion  on  Sugar  Supply  raised  thm 

for  tlio  purpoae  of  re<hicnng  conxunipiioci,  but  wtth  cofn|iaraUvfl*ly 

liltir  iffi-ct. 

In  iU  endeavor  to  ajvure  a  suffideoi  supply  U  mtmi  the  Bfit«4i 
Government  started  by  enooiiragiiig  the  increaie  in  the 
Hupply.  I^ter  on  it  took  over  tlie  cxintrol  of  tjiipoiied 
at  first  from  Auistralia  tiirough  price  control  by  tbe 
(lovemment,  ami  tlieti  from  tiie  River  Plata  through  i 
of  refrigerating  space  in  Britifili  steamers  trading  with  Argentina 
and  Uruguay.  In  this  way  the  Govenuncnt  OMHM^Dd  to  buy 
on  comparatively  advantageous  terms  for  the  BritUi  as  wril 
as  Uie  Allied  armies.  Later  on  it  was  found  mcgssary  lo  fix 
nuiximuin  prices  for  domestic  meat.  The  British  fimrrmmsnt 
maintained  in  the  United  States  an  agency  for  the  piirchaae  of 
bacon,  ham,  and  lard  and  fixed  tlie  middlemen's  pro6ts  oo  Ihoae 
commodities. 

The  methods  adopted  by  the  British  Government  for  the  con- 
trol of  wheat  which  was  found  necessary  oo  account  of  inflated 
prices  and  evidences  of  profiteering  in  the  milling  industry*  were 
more  or  less  similar  to  those  adopted  in  the  case  of  importers  of 
sugar.  The  Grain  Supplies  Committee  was  appointed  for  the 
purpose  of  procuring  large  suppliers  in  tlie  United  States  and 
Argentina.  The  Indian  wheat  crop  was  controlled  through 
importers  appointed  as  Goveniment  agents. 

^Vllile  the  State  control  of  the  food  supply  was  |ierhaps  mors 
tliorough  than  in  any  other  direction,  it  is  the  one  form  of  control 
least  likely  to  endure  as  a  fiermanent  policy.  The 
undoubtedly  succeeded  in  many  eases  in  pre\*enting  an 
rise  in  prices  and  profiteering,  but  it  may  be  doubted 
anything  short  of  a  national  emergenc}*  ccHild  induce  the 
to  submit  further  to  a  multitude  of  annoying  pn>hibitiiMU. 
however,  does  not  apply  to  the  measures  adopted  by  the 
ment  for  the  encouragement  of  British  agriculture,  some  of  whidi* 
like  the  guaranteed  price  of  wheat,  will  remain  in  eSect  lor  several 
years  after  the  conclusion  of  peace  and  will  undoobledly  figuit 
prominently  in  future  political  discussions. 

With  the  increase  in  the  difficulties  of  ocean  transportation, 
Uie  question  of  increasing  the  domestic  production  of  fwwwUlJj 
and  restoring  British  agriculture  came  to  the  lore.     Soma  of  tfce 
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recommendations  of  the  sF>ecial  committee  appointed  in  1915  to 
investigate  the  state  of  British  agriculture  were  carried  into  effect 
by  the  Ministry  of  Agriculture,  beginning  with  an  agricultural 
census  and  following  it  up  with  measures  for  increasing  production 
from  small  holdings,  providing  fertilizer  and  agricultural  machin- 
ery and  especially  tractors,  which  were  acquired  in  large  quantities 
by  the  Agricultural  Machinery  Branch  of  the  Ministry  of  Agri- 
culture and  loaned  outright  to  farmers  who  were  not  in  a  position 
to  buy  them.  On  February  23,  1917,  Prime  Minister  Lloyd 
George  announced  the  adoption  of  the  most  direct  measure  of 
encouragement  to  domestic  agriculture,  i.e.,  a  system  of  guar- 
anteed prices  for  grain,  intended  to  encourage  the  cultivation  of 
pasture  land  and  to  increase  the  grain  acreage.  A  schedule  of 
guaranteed  prices  for  six  years,  beginning  with  1917  and  subject 
to  revision  after  the  expiration  of  a  four-year  period  was  finally 
embodied  in  the  Corn  Production  Act,  which  also  contains  the 
revolutionary^  provision  for  a  minimum  weekly  wage  of  twenty- 
five  sliillings  for  agricultural  laborers. 

Summary 

In  summing  up  the  British  experience  with  Government  con- 
trol during  the  war,  it  may  be  said  that  it  has  entered  practically 
every  fundamental  part  of  economic  life,  that  in  spite  of  some  of 
its  failures  it  has  been  an  exceedingly  effective  factor  in  the  suc- 
cessful conduct  of  the  war,  although  very  severely  criticized, 
esp>ecially  by  the  abolished  middlemen,  and  that  there  is  undoubt- 
edly going  to  be  a  strong  demand,  esp)ecially  on  the  part  of  ths 
labor  and  the  socialist  element,  for  the  retention  of  some  forms 
of  Government  control  over  certain  industries  and  transportation. 
The  extent  to  which  the  British  Government  will  retain  control 
or  ownership  will  probably  depend  largely  on  the  political  strength 
of  the  various  parties  concerned  in  the  issue. 


Trade  and  a  League  of  Nations  or  Economic 
Internationalism 

By  J.  RuittLL  Smni 
PralMMr  oT  lodaftry.  Uahwillj  «r  taii^lvMfe 

OOME  yean  ago  there  waa  an  outbrrak  of  typhoid  few  b  a 
^  Pennsylvania  town.  The  hospitak  quickly  fDkd .  with 
patientii,  and  still  they  came.  Nunet  aatembkd  and  fiTe  to  the 
afflicted  the  usual  care,  including  ice  bagi  on  their  heads,  but  ilil 
new  cases  came,  and  panic  seised  the  place.  Finally  a  sanltafka 
went  up-stieam  and  mended  a  broken  pifie  which  had  been  dis- 
charging germ-laden  sewage  mto  tjie  to^n  water  supply.  The 
epidnnic  ended.     Its  cause  had  been  removed. 

The  Hague  conferences  may  be  Kkened  to  parties  of  oursni 
with  ice  bags  trjang  to  allay  a  fever  whose  cause  they  Sd  not 
touch.  This  is  no  impeachment  of  the  great  and  able  men  who 
worked  so  hard  in  these  conferences.  The  causes  of  war  Be  dccp« 
Uian  broken  water  pipes,  and  in  the  stage  in  which  the  world  then 
foniul  itself,  the  various  jealous,  rival  governments  would  not  let 
til.  Hague  conferences  touch  war  causes.  Por  this  reason  they 
f a  i  led  to  touch  the  problem,  as  the  Great  War  has  shown  so  crueHy . 

llie  present  League  of  Nations  will  be  no  more  effecti\*e  in 
I  >r«  venting  future  war  than  were  these  Hague  oonfercnccs  unless 
it  takes  steps  to  remove  the  temptation  to  war.  Man  says  he  is  a 
thinking  animal,  but  he  does  not  think  much.  His  feelings  make 
him  act  as  often  as  his  thou^ts,  perhaps  oftener.  If  things  keep 
hajjpening  that  provoke  the  war  spirit  and  people  arc  made  to 
tliink  war,  its  terrible  teeth  i^-ill  again  crunch  us,  despite  any 
lieague  of  Nations  formed  at  this  time.  The  sptrd  of  men  during 
tli<  next  twenty-five  years  decides  the  fate  of  any  League  of 
Nations.  The  league  must  remo\'e  some  of  the  causes  of  wwt. 
Unfortunately  it  cannot  remove  them  all. 

The  causes  of  war  may  be  condensed  to  tlint 

1.  Pkoperty— the  denre  of   adud   nuOcml 
coprfiifjiu,  mariwti.  trade. 

«.  Preferment— the  love  of  dominioo — the  lease  ol 
thina  whkdi  makes  men  strive  for  bocMft  «m1  plMi^  the  tiiae  Is  vWah  the 
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of  the  allegory  of  the  Garden  of  Eden  referred  when  he  had  Jehovah  give  to  Adam 
and  Eve  dominion  over  everything  in  the  Gartlcn  as  well  as  possession  of  all  the 
property. 

8.  Group  Consciousness — the  desire  for  our  own  particularism  and  the  desire 
to  keep  it  and  spread  it,  because  man  is  generally  sure  that  his  things  are  best. 
The  Americans  wish  to  continue  to  be  Americans;  the  English,  the  French,  the 
Germans,  the  Japanese,  the  Hottentots,  and  all  other  peoples  share  this  same 
feeling  with  regard  to  their  culture  (kultur).  Moreover,  each  of  them  thinks 
other  peoples  should  accept  its  viewpoint,  institutions  and  customs. 

These  three,  the  desire  of  possession,  tJic  desire  of  dominion,  the 
desire  for  our  own  particularism  and  the  desire  to  spread  it,  have 
rei)eatedly  cursed  the  earth  and  given  to  it  the  high  spots  of  his- 
tory, at  least  the  high  spots  of  history  as  we  have  taught  it  for  a 
few  decades — the  fall  of  Nebuchadnezzar,  the  outbreak  of  Uie 
Greeks  under  Alexander,  the  creation  of  the  Roman  Empire,  its 
crushing  by  waves  of  Goths,  Vandals  and  Huns,  the  Saracen 
sweep,  the  arrival  of  the  Turk  in  Eastern  Europe,  the  conquests  of 
Prussia  in  Central  Europe, and  perhaps  greatest  of  all,  the  brushing 
aside  of  the  Indian  by  the  European  races  that  took  America  for 
their  home.  The  most  recent  of  this  series  was  the  attempted 
world  domination  by  Germany. 

Most  of  the  world's  wars  had  been  smaller  in  efTort  and  result, 
than  the  great  world  upheavals  above  mentioned,  but  it  is  the 
same  three  forces  that  have  made  them  kill  the  man,  bum  his] 
home  and  carry  his  children  away  as  slaves. 

We  must  not  for  a  moment  forget  that  these  war  forces  areJ 
parts  of  permanent  and  enduring  human  nature,  like  the  instinct 
to  eat  and  to  possess  individual  property.     The  question  is — cai^l 
society  be  organized  in  such  a  way  that  these  rational  appetites] 
can  function  normally  in  the  world  society  as  the  personal  api>e- 
tites  for  food  and  property  function  normally  in  an  ordered  com- 
munity, while  they  are  so  destructive  in  an  unordered  community?] 
It  seems  plain  that  we  must  remove  some  of  the  provoking  condi- 
tions.    Otherwise,  these  appetites,  repressed  too  much,  will  again] 
take  maddened  humanity  on  the  spree  that  has  been  its  misfortum 
in  so  many  past  times. 

How  can  we  reduce  these  temptations  to  war?  This  artick 
deals  with  the  economic  causes  of  war,  group  one  above  mentioned* 
How  do  these  causes  present  themselves  as  specific  problems! 
They  may  be  classified  as  follows : 


Tradi:  akd  a  Leaoub  or  Na' 


A.  Intatiaranoe  with  the  trmda  of 

B.  The  ODoliiikNiQl  people  who  vJAl» 

C.  ConosHioof  lOf  foraiKu  tnvoitBMBt. 

D.  IntflrfBNoee  with  tnuie  hy  tarHT*. 
F   Xfnit  fimved  DAtkNi 


A.  Tranbit  Trade 

The*  principle  of  M*lf-<]ctcnjiinati<m  of  |>roplni  and  tbe  adtnteeioii 
of  rt*8p4KUble  people«  into  the  family  of  nalioiui  carrin  with  tl 
Hiv  right  of  access  to  the  public  road,  just  as  any  cttiacn  aaywhcrr 
in  the  Ignited  States  has  right-of-way.  after  mimaMr  pajroMsl* 
oviT  any  other  man's  land  to  tiu*  public  road.  Thus,  any  IbImmI 
nationality  has  the  right  of  untaxed  acccas  to  the  public  road  of 
tlie  world,  the  sea,  the  hi^way  of  tlie  nations. 

This  i8  simple.  A  League  of  Nations  should  in  its  tncrption  lie 
able  to  remove  this  cause.  There  is  no  good  rrmson  why  the 
Dutch  siliould  impede,  by  tak  or  any  other  restrictioo,  the  bre 
'  ]\i\is  io  tlic  great  B<*lgian  port  of  Antwerp  because,  by 
accidents  of  an  age  of  brigandage  which  wt  hope  as 
I  •  t  M 1 1  ^%  a  little  comer  of  Holland  reaches  across  the  river  Srbeldt, 
tiu*  outlet  of  Antwerp.  The  nation  that  wishes  to  tax  the  trade  of 
any  other  nation  whose  trade  miuit  i»ss  that  way  is  suffering  the 
temptation  of  the  highwayman,  and  should  have  no  niorr  right 
to  that  kind  of  revenue  than  the  highwa>'man  has  to  his  n^Tniie. 

We  have  a  most  happy  illustration  of  tlie  proper  working  of  this 
matter  of  access  in  the  trade  of  tlie  United  States  and  Canada, 
which  alternately  flow*8  from  both  countries,  down  the  Si.  Law- 
rence in  sunmier,  and  througli  the  ports  of  New  York,  Boston  and 
other  Atlantic  cities  in  the  winter.  We  have,  indeed,  a  keen  and 
wholesome  rivalr>',  tlie  Unittnl  States  siM>nding  a  hun<irrd  million 
dollars  to  make  an  Erie  Canal  that  would  tempt  the  Canadian  trade 
to  New  York,  while  Canada  builds  canaln  to  tempt  American  IfMie 
to  Montreal.  Similarly  Gcrnuiny  shouKl  Ik»  M-r\rd,  by  two  livab 
striving  to  ser>'e  her  cheaply  and  effectively:  Holland  with  her 
port  of  Amsterdam,  Belgium  with  her  jiort  of  .\ntwtffp  and  her 
canals  reaching  to  Uic  Rliine. 

The  trouble  in  connwtion  witli  this  nmtter  of  the  trade  is  that 
it  has  been  tangled  up  with  its  abuses;  name^,  transtl  ducw  or 
their  possibility,  and  tlic  preimration  for  war.  A  prarrful  Ger- 
many has  no  more  to  fear  from  the  transit  of  her  Irstle  through 
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Hollaud  and  Belgium  than  we  have  to  fear  in  the  transit  of  our 
millions  of  dollars'  worth  of  trade  every  summer  down  the  St. 
Lawrence. 

B.  Exclusion  of  Peoples 

This  is  almost  like  driving  people  out  of  a  region.  It  is  the 
greatest  menace,  the  fundamental  land  question,  the  temptation 
to  war  which  we  can  only  hope  to  mitigate.  We  cannot  hope  to 
end  it.  Land  hunger  is  the  greatest  of  all  causes  of  war  and  it  will 
continue  as  long  as  some  peoples  have  much  more  land  i>er  person 
than  others.  In  June,  1914,  Isaiah  Bowman,  Professor  of  Geog- 
raphy in  Yale,  pointed  out  to  a  class  studying  the  geography  of 
Europe  that  the  population  on  the  French  side  of  the  Franco-Ger- 
man boundary  was  small  and  stationary,  that  the  population  on 
the  German  side  of  it  was  large  and  growing,  and  **as  sure  as  you 
live,  there  will  be  war  across  that  boundary  some  day  from  the 
sheer  breaking  of  the  human  dam  on  the  populous  side  of  the  line." 
Dr.  Bowman  was  not  speaking  as  a  student  of  politics.  He  was 
speaking  as  a  student  of  geography  and  of  human  nature,  and  he 
was  speaking  of  a  temptation  to  war  which  the  League  of  Nations 
makes  no  pretense  at  removing.  Instead,  the  League  of  Nations, 
in  the  very  essence  of  its  task,  hopes  rather  to  fasten  this  tempta- 
tion continually  upon  us.  Every  nation  is  to  have  its  home,  the 
chance  to  develop  its  own  dear  particularism.  There  shall  be 
China  for  the  Chinese,  Poland  for  the  Poles,  England  for  the] 
English,  Armenia  for  the  Armenians,  Japan  for  the  Japanese, 
Australia  for  Australians,  America  for  the  Americans.  Herein; 
lies  the  dynamite.  The  best  we  can  hope  to  do  is  to  keep  fire  away  I 
from  it.  It  is  dynamite,  and  it  will  be  dynamite  for  indefinite] 
generations,  as  long  indeed  as  one  people  has  much  greater  oppor- 
tunity per  man  in  its  territory  than  a  neighboring  people  has.  Atj 
the  present  time  any  people  in  the  world  has  become  a  "neighbor- 
ing people." 

Taking  a  long  view,  we  may  perhaps  say  that  the  greatest  men- 
ace to  permanent  world  i>eace  lies  on  the  Pacific,  where  we  see  thi 
love  of  racial  particularism  causing  the  white  peoples  of  the  Unil 
States,  British  Columbia  and  Australia  to  exclude  the  Chinese. 
This  is  done  for  the  most  natural  of  reasons.  With  their  great 
numbers,  their  simpler  standard  of  living,  their  low  wages,  their 
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terrible  diligenoe,  the  CUmm  Imhtv  Aowb  that  they  cut  mmm  to 
Odifomia  and  buy  the  whole  of  iU  cooTcrt  it  bto  an  ontpoat  of 
Mongolia  which  may  xprcad  no  one  knows  how  far.  Tha 
can  society  cannot  stand  side  by  side  wHh  the  Chinaaa  aagr 
than  Indian  society  oould  stand  side  by  side  with  the 
century  colonist.  So  we  stop  the  (Tihuafi  ahili  they  are 
in  tlio  military  sense. 

The  tiling  that  has  smadied  up  the  world  repeatedly  tnm 
Nebuchadnezzar  to  William  II  is  still  with  us — land  hunger,  and  tt 
probably  can  be  sharper  across  that  narrowing  FadSc  with  those 
hundreds  of  millions  of  hungr>'  Chinese  crowding  thdr  land  to  the 
water's  edge,  and  those  mere  hnndAfulI  of  white  nm  hi  Anstiaia, 
British  Columbia,  and  California  with  more  Und  by  far  than  they 
can  use  even  on  Western  standards,  almoet  a  kingdom  apiecs,  and 
still  kipping  the  Chinaman  out.  And  the  very  eesfpcs  of  racial 
individuality  is  that  California  shall  be  for  the  CaKfomtans, 
Australia  for  the  Australians,  British  Columbia  for  the  BritiBb 
Columbians,  and  the  Chinese  all  piled  up  and  no  phoe  to  go. 

The  tendency  toward  avalanche  is  stronger  hoo  than  it  was 
across  the  German  boundar>\  but  the  Chinaman  b  not  at  present 
organized,  trained,  disciplined  in  war,  taiif^ht  by  genetalioos  of  war 
tall  or  »«>mpted  by  the  lust  of  world  dominion.  Doeaeiely  to  our 
in:  i  c  with  him,  he  is  making  a  good  start  in  the 

ment  of  the  Western  military*  system,  and  we  most  dcdde 
we  are  going  to  make  him  keep  on  by  imposing  oo  him  beoaaw  he 
is  unorganised.  Periiaps  he  must  continue  to  prepare  far  war 
because  of  the  fundamental  land  hunger.  Perhaps  he  can  be 
tent  to  stay  at  home  with  his  hungf*r  for  the  ownctsiup  of 
lands  if  he  can  get  their  product^  through  free 
international  trade,  and  through  free,  fx|ual 
to  invest  in  their  undevefeped  resources. 

C.  C0NCEB810N8  roE  FonnoN 

Many  economists  say  that  the  real,  deep,  underlying 
the  recent  great  war  ^was  the  struggle  far  LiunuiesinBB,  far  tfte 
privilege  of  fordgn  investment.  They  say  thit  fteghuMl  ^mI 
Germany  had  developed  their  own  home  rpeourrrs  quite  fully, 
that  they  had  surplus  capital  and  they  wete  rea4y  far  BMre  Wds 
to  develop,  provided  higher  interest  rales  oouM  be  secBrra,  •■■ 
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that  here  was  the  real  cause  of  the  rivalry  that  finally  produced 
the  explosion. 

The  well-known  rivalry  of  the  powers,  particularly  England 
and  Germany,  for  the  privilege  of  developing  railroads,  mines, 
irrigation  works  and  other  enterprises  between  Constantinople, 
Bagdad  and  the  Persian  Gulf  is  a  very  well-known  sore  point  in 
history,  and  is  a  good  example  p>ointing  to  the  force  of  the  factor 
as  a  war  maker.  It  is  a  kind  of  corollary  to  the  land  hunger  idea — 
really  a  modernized  form  of  it.  Through  the  stocks  of  a  corpora- 
tion we  bring  the  profits  of  the  foreign  land  home  to  ourselves. 
Thus  we  may  own  it  as  property  (economically)  without  the 
necessity  of  owning  it  as  a  government  (politically),  although 
the  concession  process  is  a  common  way  of  colony  making.  The 
concession  for  foreign  investment  is  one  of  the  things  which  the 
League  of  Nations  must  control  if  it  ex|>ects  to  endure. 

During  the  present  administration  our  State  Department  has 
set  two  splendid  examples  for  the  management  of  this  question. 
In  191S  the  financiers  of  six  nations,  five  European  and  the  United 
States,  arranged  a  so-called  six-power  loan  to  China  for  the  build- 
ing of  railroads  and  the  development  of  other  industries.  Our 
State  Department  at  Washington  examined  the  conditions  of  this 
loan  and  told  the  American  financiers  who  proposed  to  advance 
the  money  that  they  would  not  help  them  out  of  any  difficulties 
with  the  Chinese  government  arising  from  this  contract,  because 
the  administration  thought  the  conditions  of  the  loan  too  hard; 
in  other  words,  that  they  were  not  fair,  that  they  were  dishonor- 
able; that  we,  the  government,  would  not  be  a  party  to  it.  The 
American  financial  interests  were  very  indignant  and  said  many 
hard  things  about  the  government,  but  they  did  not  take  a  part 
in  the  loan. 

In  1918  another  group  of  American  financiers  brought  to  the 
State  Department  another  financial  agreement  with  Chinese 
interests.  This  agreement  was  carefully  examined  by  the  State 
Department,  which  gave  its  O.  K.  The  loan  was  made.  The 
idea  is  that  the  assistance  of  the  government  can  be  the  more 
certainly  exi>ected  in  case  the  Chinese  treat  the  investors  in  a 
way  that  they  think  is  not  fair. 

We  may  call  this  a  case  of  high  class  dollar-diplomacy.  The 
name,  dollar-diplomacy,  has  for  some  time  been  given  to  foreign 
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relatknu  in  which  the  diplommlic  Me  of  a  §oiwmammA  aidod  Uie 
invefting  and  busineM  oitcrpriMi  of  its 
than  leaving  thote  maitm  cntiretjr  wHh  the 
peoples  of  the  foreign  countries.  Tbcfs  are 
why  the  dollar-fliplomacy  must  in  sons  way  eootime.  Tbrre 
are  even  more  good  reasons  wliy  it  must  ba  snbjsei  to  contiol  by 
Home  set  of  niks  made  by  persons  with  a  amae  of  josties  rather 
Uian  a  sense  of  greed.  The  foreign  ooooesrion  today  ia  oae  of  tha 
greatest  opportunities  open  to  man  for  the  eanpcise  of  paed  with 
little  chedc.  There  is  almost  no  limit  to  tha  oooassriow  that  a 
group  of  promoters  could  get  from  a  so^alled  gofwomat  hi  9aai» 
Haiti,  Nicaragua,  or  Venesuela.  In  Haiti  they  have  often  had 
two  or  three  revolutions  a  year»  with  two  or  three  different  ad* 
venturers  in  charge  of  the  government  for  a  few  mffn^hsi  Tha 
record  of  these  men  would  usually  make  them  criminak  in  tha 
United  States  or  any  European  countiy.  8one  of  these  cut- 
throats,  with  all  the  machinery  and  sanctity  of  a  fully  astabifabed 
government,  could  issue  concessions  involving  the  awnwhip  of 
lands,  the  development  of  mines,  the  monopoly  of  street  railways, 
water  works,  gas  works,  the  whole  list  of  so-oslled  pubhe  serviea 
enterprises.  He  could  take  his  first  payment  (or  his  bribe  OMMgr) 
and  flee,  and  live  abroad  in  comfort  the  rest  of  his  dajrs  as  maiQ' 
have  done,  leaving  behind  him  a  contract  in  the  name  of  govem- 
nien  t  which,  if  backixl  by  the  warships  of  the  nation  whose  sobjeds 
got  tiie  concession  from  the  cutthroat,  might  be  worth  ten  or  a 
hundred  million  dollars,  and  make  semi-slavery  for  gencratioos  of 
men. 

These  opportunities  will  continue.  The  Monroe  Doctrine  wiB 
probably  leave  tropic  America  nominally  free,  so  that  for  a  ksog 
time  wonderful  concessions  may  be  secured  under  conditions  that 
bear  some  unfortunate  resemblance  to  those  just  deseribad  as 
possibly  occurring  in  Haiti. 

We  are  entering  on  a  new  epoch,  the  epoch  of  syndicated  espial- 
tation,  which  is  about  to  succeed  the  era  of  merely  corporsAa 
exploitation  of  resources.  Strong  groups  of  capitaHsta  in  Bagleadt 
Fmnce,  Germany  and  the  United  States  are  oiiinisiBf  for  the 
export  trade  and  for  foreign  investment  m  a  way  that 
to  be  almost  imperial  in  its  power.  Our  na^gresi  reeent|y 
the  Webb-Pomerene  bill  which  deliberately 
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to  form  organizations,  to  do  abroad  in  the  foreign  trade  things 
which  we  have  forbidden  at  home,  because  we  do  not  think  them 
proper  and  fair  here.  To  match  this,  the  European  export  organi- 
sations are  of  a  scope  and  power  never  before  seen. 

We  can  almost  think  of  them  as  little  nations,  except  that  they 
are  international  in  their  field  of  operation  and  are  strangely 
potent  in  their  equipment  to  stir  up  trouble  between  the  nations. 
Look  for  a  moment  at  one  of  these  combinations.  In  its  many 
associated  corporations  it  represents  steel  mills  and  several  kinds 
of  factories,  railroads,  an  export  firm,  a  dock  company,  a  ware- 
house company,  a  steamship  line,  and  in  countries  beyond  the 
Equator,  import  warehouses,  import  companies  in  several  different 
ports,  a  great  series  of  banking  houses,  cattle  ranches,  lumber 
companies.  To  make  profit  on  the  whole,  it  may  easily  operate 
some  of  its  branches  at  a  loss.  It  may  do  banking  under  such 
favorable  terms  that  no  other  bank  can  be  established  except  that 
it  too  shall  be  operated  at  a  loss;  the  steamship  line  may  be  oper- 
ated at  a  loss  to  keep  out  other  steamship  lines;  yet  the  whole  is 
making  profit.  Altogether  it  may  be  considered  as  a  wonderful 
example  of  cooperation  on  its  operative  side,  but  an  amazing 
engine  of  comp>etition  when  it  comes  into  strife  for  the  ix>ssession 
of  markets,  franchises,  and  land  concessions  abroad. 

The  old  East  India  Company  seems  to  be  coming  back  to  life 
with  three-fold  power.  This  company  used  to  monopolize  the 
trade  of  kingdoms.  It  also  governed  and  made  war.  It  was 
indeed  a  kind  of  commercial-military-empire  company.  These 
new  foreign  trade  and  exploitation  syndicates  will  control  far 
more  actual  resources  than  the  old  East  India  Company.  This 
does  not  look  toward  peace.  This  is  the  strong  navy  party. 
They  want  it  to  back  up  their  claims  when  they  come  into  con- 
flict with  rivals  or  so-called  governments  abroad.  The  morning 
papers  of  this,  the  Slst  of  March,  report  conspicuously  a  splendid 
example.  The  Mexican  government  admits  granting  to  certain 
Japanese  interests  a  large  tract  of  land  in  lower  California.  For 
many  years  the  same  tract  of  land  had  been  owned  by  a  group  of 
American  capitalists,  but  the  Mexican  government  claims  that 
their  concession  ended  in  1917.  Perhaps  the  Mexican  govern- 
ment was  guilty  of  confiscation  in  the  ending  of  that  concession  in 
1917,  perhaps  it  was  not.     Perhaps  the  American  capitalists  who 
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ortgiiutUy  got  the  eoaewrion  wmp^  guilty  of  rod  vioktte  of 
burincts  ethics,  perhaps  they  wrre  not  Perhaps  the  ii 
who  got  the  coocessioii  wvre  guilty  of  the  viofetioB  of  food  bvl* 
ness  ethiofl,  perhaps  they  wws  not  But  b  any  rase,  the  iltuatloB 
is  one  in  which  we  can  easily  see  the  possibility  ol  three  kinds  ol 
trouhlf : 

Pint,  beiweeo  the  Uiiit«d 
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If  the  American  capitalists  who  may  daim  that  their  land 
< onfiscated  are  to  get  any  justice,  th^  munt  under 
tions  get  it  from  the  Mexican  people,  through  the 
ment,  with  the  aid  of  the  United  States  gorcmment.  It  is 
perfectly  natural  that  they  should  be  a  stroof  navy  party,  a 
strong  foreign  policy  party,  quite  natural  also  is  the  daim  that 
foreign  capitalists  operate  both  governments  and  rrvolutioos  b 
weak  countries.  We  must  remove  the  settlement  of  this  kind  of 
claims  from  the  national  field  to  the  League  of  Natioos.  Wo  cmh 
not  risk  a  recurrence  ever>'  three  mooths  of  sudi  csnsiS  of  fHetfoBt 
particularly  when  we  consider  the  siae  and  power  of  manufactur- 
ing-export-mvestment  organizations  as  they  will  probably  be 
operating  ten,  twenty  or  thirty  years  hence,  when  the  stupendous 
plans  of  tiie  present  have  been  worked  out  to  use  the  appaUaf 
macliinor>'  with  which  man  has  strengthened  his  hand. 

This  is  peculiarly  dangerous  because  we  must  not  forget  that 
some  one  controls  even  in  a  democracy.  The  control  of  govern- 
ment policy  goes  most  naturally  to  those  groups  that  can  most 
easily  organiase.  The  manufacturers,  the  traders,  the 
arr  tlic  natural  masters  of  this  art  This  means  a  growing 
|Mli<  y  for  "safe"  foreign  markets,  best  seeured  of  courie  b 
trir^  which  "we  control.** 

The  mandatory  idea  in  the  League  of  Natioos  has  great 
bilities  here.  Under  the  mandatory  klea,  AustmBa.  artbf  as  Ae 
agent  of  the  League  of  Nations,  may  govern  what  has  been  <  • 
man  New  Guinea,  leaving  its  trade,  commerce  and  bvcstmcnt 
opportunities  equaUy  open  to  aD  the  peoples  of  the  world.  Tbe 
idea  needs  to  be  carried  further.  The  League  of  NatkiQa  riwoU 
control  and  protect  international  investments.  If  the  dtiKns  of 
England  felt  that  they  had  a  grievance  against  a  dktalor  b  Haiti. 
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who  after  having  won  a  successful  civil  war,  proceeded  to  demand 
forced  loans  from  the  railway  company  above  mentioned,  as  tliey 
have  a  liabit  of  doing,  the  old  system  was  for  the  British  (French, 
German,  etc.),  wherever  they  could  do  it,  to  send  in  their  warships, 
bombard,  blockade,  or  take  other  such  steps  as  were  necessary  to 
bring  what  they,  the  intervening  government,  thought  was  a  fair 
settlement.  By  this  means  have  all  empires  grown,  because 
governments  found  themselves  at  the  end  of  such  interventions 
with  their  hands  on  land  which  they  have  not  yet  seen  fit  to  let  go. 

It  would  be  much  better  if  the  League  of  Nations*  Court  of 
Claims  should  hear  the  case  with  a  speed  resembling  a  police 
court,  pass  its  opinion,  and  have  it  enforced  by  the  League  of 
Nations,  either  directly  or  through  a  mandatory.  Nothing  need 
be  done  more  than  boycott  the  offending  country  by  all  the 
countries  of  the  world.  No  military  power  whatever  would  be 
necessary.  Not  a  shot  need  be  fired,  but  the  Haitian  dictator 
would  of  necessity  mete  out  fair  tijeatment  to  the  foreign  conces- 
sionaires— ^and  what  is  of  equal  importance,  the  foreign  conces- 
sionaires would  also  treat  the  Haitians  fairly. 

Such  a  policy  on  the  part  of  the  League  of  Nations  would  almost 
certainly  mean  that  the  League  must  prescribe  conditions  govern- 
ing concessions  between  the  people  of  one  country  and  those  of 
another.  Concessions  would  doubtless  be  examined  by  the 
league  just  as  the  Chinese  concessions  of  1913  and  1918  were 
examined  by  the  American  State  Department,  and  approval  given 
or  withheld.  If  the  approval  was  not  given,  the  support  of  the 
league  could  not  be  had,  and  the  dictators  of  Haiti  would  in  all 
probabihty  feel  themselves  free  to  make  exactions,  so  that  in  a 
short  time  we  might  expect  all  international  concessions  to  be 
registered  with  the  League  of  Nations  before  anyone  would  be 
willing  to  risk  money  back  of  such  an  investment. 

If  the  League  of  Nations  is  able  to  do  anything,  it  seems 
reasonable  to  think  it  could  do  this  with  ease  and  thus  remove  two 
things:  the  temptations  of  the  big  nations  to  make  war  on  the 
little  nations;  and  second,  reduce  the  rivalries  between  the 
big  nations  and  thus  greatly  reduce  the  desire  for  war.  It  would 
be  maintaining  a  real  open-door  policy. 

With  such  a  policy  removing  land  monopoly,  we  would  enter 
upon  a  new  period  of  plenty.     As  a  matter  of  fact,  the  resources  of 
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the  world  have  tcarody  been  ^^?w4tH.     Thk  is  fl^pishly  Iiim  of 

the  tropin),  Uie  largest  of  the  iooc»,  aod  tbcfo  ii  CMOgh  of  itotilbd 


l«nd»  undug  minerml,  uncut  forr«t.  uoorappod  pOftelOw  lo 
the  capita)  of  Europe  and  Amrrica  for  i 
to  build  up  a  trade  many  times  as  grrat  aa  thai  of  the 
with  large  exports*  and  still  richer  imports,  for  all. 

This  offers  great  opportunity  for  quick  increase  in  wealth  mmI 
comfort  in  the  temperate  aone.  llic  trouble  with  tiopioal  dsivelop- 
nicnt  in  the  past  has  been,  in  addition  to  the  climate,  the  LkJc  of 
law  antl  order  which  made  two  thin^i:  first,  an  *i1w1ftmtllt 
exploitation  in  some  cases,  and  a  great  insecurity  in  olhen.  The 
above  mentioned  plan  of  insuring  foreign  inTestmsnta  egainst  the 
chance  of  international  friction  will  also  do  much  to  iuacasii  their 
financial  security.  These  advantages  in  oombination  with  Opsn 
markets  in  the  temperate  sone,  will  give  us  a  surpristag  incmaa  in 
our  much  prized  tropical  produce,  such  as  chocolate,  rubber, 
sugar,  spices,  meat,  bananas,  tapioca*  sago,  and  the  many  oUmt 
desoable  products  of  which  a  developed  torrid  sone  might  pfo- 
duce  such  stupendous  quantities— enough  for  us  all. 

D.  Intebfbbknce  with  Trade  bt  TaniFra 

FVee  trade  or  war!  That  is  a  choice  that  faces  the  world 
later.  We  must  of  course  go  on  as  we  are  for  a  time,  and 
must  be  made  gradually,  by  evolution  rather  than  revolution. 
If  we  insist  in  keeping  out  the  persons  of  those  who  wish  to  enii« 
grate,  the  avalandie  may  break,  despite  any  altcmaliTe  that  one 
people  can  offer  to  another.  If  we  insist  on  keeping  out  their 
goods  as  well  as  their  persons,  it  is  safe  to  say  that  the  avnIandM 
will  break  and  again  pour  war  o^'er  the  world — a  worse  wnr  Isn 
times  over  than  the  last  one.  It  is  quite  possible  that  a  futwn 
war  may  take  the  form  of  the  exterminatiQn  of  peoples  fagr  the 
gassing  out  of  milliona— dearing  the  land  rea4y  lor  the 
— Armenian  massacres  done  more  sdentiSealty. 

With  land  hunger  permanently  damped  upon  us,  we 
expect  fifteen  or  twenty  strong,  energetic  and 
stay  permanently  at  peace  if  such  tpisoi 
ually  ocair  to  raise  friction,  and  make  people  wish  to 
neighboring  country  so  that  they  may  trade  with  it*    For  t«i 
years  the  United  States  freejy  imported 
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suddenly  enacted  a  tariff  that  almost  prohibited  it.  Mills  closed, 
people  lost  their  jobs,  villages  and  towns  declined.  How  did 
Canada  feel?  She  felt  sore,  as  did  Germany  when  our  McKinley 
tariff  shut  off  her  exports  to  this  country.  The  Germans  of  course 
knew  that  if  they  had  owned  the  United  States  their  prosperity- 
would  not  have  been  disturbed.  Nations  cannot  keep  on  making 
each  other  think  such  thoughts  and  also  keep  the  peace. 

If  we  cannot  win  international  free  trade  at  a  reasonably  early 
date,  we  should  give  up  the  I^eague  of  Nations  idea  and  prepan* 
for  the  continuation  of  wars  in  the  future  as  one  of  the  plagues  of 
the  earth,  as  past  generations  have  looked  forward  to  them. 

1.  Free  Trade,  Local  Mindedness  and  National  Wealth. 
Every  political  economy  proves  that  international  free  trade  is  th<' 
surest  way  for  the  people  of  the  earth  to  enrich  themselves.  Yet 
the  manufacturers  of  every  country  want  a  protective  tariff,  and 
almost  every  nation  of  the  world  has  this  policy  in  greater  or  less 
form.  Why  is  this  piece  of  truth,  accepted  by  nearly  all  thought- 
ful men,  contradicted  by  a  world-loved  practice  of  nearly  all  busi- 
ness men?  There  are  three  reasons:  one  is  a  mistake  in  theory, 
another  a  difference  in  point  of  view,  and  the  third  our  inherent 
love  of  special  favors. 

The  manufacturer  who  wants  a  tariff,  wants  it  for  his  produce 
only,  although  he  may  adopt  the  plunder-bund  idea  and  help 
others  get  it  so  that  they  may  all  have  it.  In  its  essence,  however, 
the  tariff  is  a  local  question,  a  kind  of  jjersonal  question — a  clear 
financial  advantage  to  the  group  favored  by  the  tariff.  On  the 
contrary,  free  trade  is  a  national  question.  Men  think  of  them- 
selves personally  first  and  nationally  last,  if  at  all.  If  he  thinks  of 
his  industry,  a  tariff  is  profitable  to  him.  To  anyone  who  will  take 
the  trouble  to  think  nationally  rather  than  locally,  free  trade  can 
be  seen  to  be  an  advantage.  One  of  the  difficulties  in  thinking 
nationally  on  matters  of  trade  seems  to  arise  from  a  peculiar 
inability  on  the  part  of  the  average  mind  to  see  the  simple  fact 
that  trade  consists  in  the  exchange  of  goods.  That  statement 
seems  so  simple  that  we  should  expect  every  child  to  believe  it,  but 
the  fact  is  that  almost  no  nation  believes  it.  Any  manufacturer  in 
almost  any  nation  can  make  a  crowd  tremble  by  telling  them  of 
the]  danger  that  will  come  to  them  if  we  allow  the  import  of 
produce  made  by  "pauper  labor,"  the  term  being  applied  to  the 
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people*  of  natioiu  who  work  ior  Ims  wafM.  Hm  irrrrt  pofcii  W 
never  seems  to  see,  namely,  hofw  eaD  we  pay  thk  paitpv  aatlaa 
for  iu  ptodiiee?  There  ie  ooty  ooe  way.  Wa  mMl  p^  thns 
with  oUmt  pioduce.  the  output  of  our  own  hiiiartilia     Bvi  the 

unfortunate  point  is  that  the  man  who  is  tmlHwg  about  tba  **paiH 
p<T  labor"  may  not  be  able  to  compete  under  hre  trade.  It 
might  make  him  change  his  industry. 

It  is  perfectly  true  in  any  tariff  country  that  that 
that  cannot  survive  the  competition  of 
chief  capital  stock  in  political  trade  of  the  man  rumiiaf  «Mh  Ml 
industry  is  that  pet  term  *' pauper  Ubor."  The 
their  produce  may  be  more  <^eaply  produced  b 
tr>\  and  paid  for  by  the  export  of  some  other  kind  of  article  (mn 
Lheir  own  cx)untr}' — that  local  questioo  again-  thk  time  thr  shift 
of  prosjierity  froui  one  industry  to  another  in  the  same  country- 
from  a  wasteful  industry  to  a  sound  industry.  But  it  ghrct  a  real 
and  genuine  fear  to  all  those  who  are  engaged  m  the  industry  that 
cannot  compete. 

The  people  of  the  United  States,  with  wages  at  two  to  Sirs 
dollars  per  day,  cannot  import  goods  from  China,  with  wafes  at 
twenty  cents  a  day,  \%nthout  exporting  .Honu-Uiing  to  pay  lor  it 
It  is  a  national  enridiment  for  us  to  buy  the  produoe  of  what  sumr 
call  pauper  labor,  because  we  get  goods  we  need  and  use,  pay  lor 
them  in  other  goods  that  we  have,  and,  therefore,  the  impoK  of 
goods  stimulates  the  export  of  goods.  *  If  one  will  take  the  trouble 
to  think  nationally,  he  ^^411  see  that  there  is  no  escape  from 
that  sentence.  The  facts  are  that  while  the  worU  is  struggling 
to  think  internationally  in  terms  of  peace  and  war.  perhaps  the 
chiefest  block  of  all  in  the  way  of  advancement  is  the  inability  of 
the  average  man  in  America  and  elsewhere  to  think  evcA  natson- 
ally  on  the  matter  of  foreign  trade.  He  still  thinks  personaQy. 
He  does  business  personally.    Yet  the  grHUest  problem  of  Us  life 


>The  above  ststamfluU  of  ooom,  aesdi  tlw  I 
be  tflDipomJ^  svpcwM  by 
for  the  pcfiod  of  the  war  Iks  Uailed 
trade  becense  we  pottpooed  the  reoshriag  ef  IsveHa  We  leak  proalHi  Ie  pe|p. 
We  tent  EngUnd  and  France  biUioiit  of  doOan*  erorth  of  war  Mp^^  •■d  Issk 
in  their  place  bilhoiit  ol  doUan'  worth  of  piiwiaM  tnaiiii  ptaarisai  la  psf 
monegr — which  they  caa  oo^  obtain  by  asadhg  foodi  si  SHBt  Maa  lisBi^  aai 
now  FhuBoe  it  lamentiiig  that  ike  do«a*t  see  ham  the  eaa  pay  k»  4ite  ff  we 
adopt  prohibition  and  tJberelafe  tefoae  to  taloe  wiaa.  loaf  aaeef  hwekWesparta 
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requires  that  he  shall  suddenly  think  nationally  and  also  interna- 
tionally. 

2.  The  Poucy  of  Protection.  The  protective  tariff  has  two 
reasons  for  being  that  are  recognized  by  economists,  and  three 
reasons  that  are  recognized  by  the  average  citizen  of  the  United 
SUtes. 

(a)  To  start  and  protect  an  infant  industry. 

(b)  To  prepare  for  war  by  giving  a  nation  a  great  variety 
of  industries  necessary  to  supply  an  army. 

(c)  To  raise  wages  in  the  country  having  the  protective 
tariff. 

Let  us  examine  them  in  order. 

(a)  Infant  Industry.  It  is  often  necessary  for  an  industry  to 
receive  aid  during  the  period  of  its  start  in  a  new  country,  and 
protective  tariffs  have  started  many  such  industries.  This  need 
will  arise  in  the  future.  Fortunately  it  can  be  met  in  a  better  way, 
namely,  a  cash  bounty.  Thus,  if  we  import  fifty  million  dollars, 
worth  of  product  A,  and  put  a  20  per  cent  tariff  on  it,  we  tax  the 
users  of  that  product  ten  million  dollars  at  the  point  of  import, 
and  perhaps  twenty  million  dollars  by  the  time  this  tariff  element 
of  the  cost  has  been  passed  on  through  the  percentages  of  profits 
of  importer,  jobber,  wholesaler,  and  retailer.  Thus,  the  20  per 
cent  tariff  on  the  fifty  million  dollars'  worth  of  imported  commod- 
ity A  adds  twenty  million  dollars  to  the  cost  of  living  in  the  United 
States,  when  perhaps  a  million  dollars  paid  as  bounty  to  the 
founders  of  the  industry  would  enable  them  to  develop  it  to  full 
technical  development,  and  enable  it  to  compete  with  foreign 
countries.  If  it  cannot  permanently  compete,  why  have  it?  It 
will  always  be  an  expense  to  the  nation,  making  things  at  a  greater 
cost  than  they  can  be  bought  elsewhere. 

(b)  Preparation  for  War.  We  may  need  an  expensive  and 
costly  industry  if  we  keep  the  concept  of  national  war.  If  we  arv 
preparing  for  war,  the  protective  tariff  may  perhaps  be  a  part  of 
the  genera!  policy,  although  the  bounty  system  will  generally  be 
found  less  ex];>ensive  and  therefore  more  effective.  But  the  League 
of  Nations,  if  it  is  of  any  value  at  all,  will  remove  this  necessity 
for  industrial  completeness  as  a  preparation  for  war.  It  proposes 
two  very  definite  and  very  vital  measures  in  this  direction: 
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(1)  One  IB  the  manufacture  ol  mimttiooa  by  govf-mmcBi. 
so  that  the  Knipps  and  other  mimitkHi  niifciii  wB  yeuioff 
their  evil  pratenoe  from  tht*  potitka  of  Datkna  and  the  fbi«%n 
policy  of  natiooa.  Thus  iirivate  bduatry  wiD  not  have  to  be 
depended  on  for  munitioiia. 

(2)  Economic  Aid  b  War.  If  the  I^raxue  of  NatloBi 
suoceeda  at  all,  the  free  trade  nation  will  be  btftter  off  tluHi 
the  protective  tariff  nation  baeaaae  it  will  be  richer,  aad. 
therefore,  more  able  to  buy  munitions  and  war  MippUea  Iron 
the  other  nations  of  the  world,  which  will  mah  to  ha  aadit- 
ance.    En^and  in  this  past  war  was  a  fine  example  of  this. 

If,  however,  a  nation  is  preparing  to  upset  the  league  and  w«fe 
war  against  it  without  the  assistance  of  trade  with  other  nations, 
the  policy  of  industrial  completeness,  perhi^M  through  a  proiectivr 
tariff,  is  clearly  to  be  recommended.  In  fact,  if  I,  a  lover  of  peace, 
were  advising  such  a  nation,  I  should  advise  them  to  adopt  the 
protective  tariff  rather  than  the  bounty  method,  and  they  would. 
therefore,  enter  the  contest  in  a  weakened  condition  because  of 
their  relative  poverty. 

(c)  Ths  Raiiing  of  Wages.  The  idea  that  the  ptolectlve 
tariff  raises  wages  is  a  widespread  belief  of  the  personal,  local  mind, 
and  doubtless  one  of  the  great  menaces  to  world  peace.  It  is  a 
matter  of  record  that  wages  in  protected  industries  m  the  United 
States  are  often  much  lower  than  in  others  that  are  unprotected. 
Therefore,  the  wage  argument  must  presumably  be  that  wages  in 
general  will  rise  through  protertion.  From  the  theoretic  stand- 
point, to  the  person  who  will  think  nationally  for  a  few  minutes, 
it  must  seem  plain  that  the  nation  producing  the  greatest  aaKmnt 
of  wealUi  day  by  day  can  pay  the  hii^est  wages.  It  seems  equally 
plain  that  if  a  protective  tariff  makes  us  grow  bananas  at  homr  in 
greenhouses,  we  will  have  less  for  our  labor  than  if  we  ini|>artcil 
our  bananas  from  Guatemala  where  they  grow  under  the  warm  sun. 
and  paid  for  them  with  wheat,  com  an«l  i>ork  that  we  grow  oat  of 
doors  under  such  sun  as  we  possess,  anti  with  mai'liiiiiay  ttotn  oar 
good  factories.  It  is  difficult  to  find  anyone  who  objecU  to  the 
above  reasoning  ¥nth  regard  to  the  banana.  It  is  merely  a  stroi^ 
case,  of  which  every  industry  that  cannot  compete  with  foreign 
countries  is  merely  another  case  in  principle,  altbon^  rarely  Ib 
degree. 
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So  much  for  the  theoretic  side  of  the  relation  of  wages  to  tariff. 
Millons  of  men  in  Ajnerica  will  point  to  the  i>erfcK!tly  correct  fact 
that  we  have  in  the  United  States  a  protective  tariff  and  high 
wages.  Therefore,  says  the  local-minded  man»  the  protective 
tariff  has  produced  the  high  wages.  Such  men  should  send  a 
commission  to  Portugal,  a  country  which  has  a  higher  and  more 
general  tariff  than  the  United  States,  and  where  men  get  fifty 
cents  a  day,  American  gold,  and  pay  double  our  prices  for  bread, 
meat,  clothes  and  machinery,  and  as  a  consequence  a  large  pro- 
portion of  the  people  live  on  cold  corn  bread  and  boiled  cabbage, 
with  rarely  a  taste  of  meat,  and  go  half  naked. 

The  great  factor  setting  the  wages  of  any  country  is  the  oppor- 
tunity for  production  in  that  country — natural  resources.  In 
normal  times  it  is  true  that  free-trade  England  has  slightly  lower 
wages  than  protectionist  America,  but  the  cause  of  this  difference 
is  to  be  sought,  not  in  tariff  p>olicy,  but  in  natural  opportunities 
per  man  in  the  two  countries.  In  the  United  States  we  have 
about  thirty  people  per  square  mile.  England  has  six  hundred. 
In  this  country  we  bore  a  hole  in  the  ground  and  i>etroleum  spurts 
out  of  it.  England  must  import  her  oil.  We  go  out  into  vast 
expanses  of  forest,  produced  by  natiu'e,  cut  down  the  most  wonder- 
ful saw-logs  to  be  found  anywhere  in  the  world.  England  had 
used  up  her  forests  in  Shakespeare's  time.  We  have  the  chief 
c^otton  fields  of  the  world.  England  must  import  her  cotton. 
We  produce  three-fourths  of  the  world's  copper.  England  must 
import  her  copper.  We  dig  horizontal  burrows  into  Pennsylvania 
hillsides  and  bring  out  hundreds  of  millions  of  tons  of  the  best 
coal.  England  must  dig  deeper  for  p>oorer  coal.  We  have  vast 
wheat  fields  and  the  king  of  grains,  corn,  and  a  billion  bushels  of 
oats  per  year  and  the  greatest  herds  of  swine.  England  must 
import  from  us  pork,  oats,  wheat,  corn.  Is  it  any  wonder  that 
her  wages  are  a  little  lower?  If  she  hedged  herself  around  with 
a  high  tariff,  she  would  be  as  hungry  as  Portugal.  Instead,  having 
a  lower  price  level  because  of  this  free  import  of  nearly  everything, 
there  is  surprisingly  little  difference  in  real  wages  in  England  and 
America. 

It  is  undoubtedly  true  that  the  transfer  suddenly,  or  even 
gradually,  to  a  free  trade  basis,  would  cause  the  decline  and  even 
disappearance  of  some  industries  in  all  tariff  countries,  including 
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the  United  States.  Hiis  must  always  be  an  appalling  tlioiiilit  to 
|)eople  engaged  in  those  bdustriet.  Perhaps,  witli  their  spectml 
privik^,  they  should  take  the  position  of  tha  cirafled  aoldkr  who 
sacrifices  for  the  public  good.  Perhaps  people  in  such  gliM  hmwui 
industries  have  a  right  to  some  reimbursement  through  their  trans- 
fer to  other  industries  by  the  coming  of  free  trade.  If  so,  it  would 
be  much  better  for  us  to  contribute  through  taiuas  to  a  fund  of 
billions  for  this  purpose  than  to  contribute  our  equal  fund  of 
billions,  as  we  do  every  year  in  the  United  States,  to  the  eontin- 
uance  of  the  impoverishing,  war-breeding  proleetsv«  tariff. 

The  Chinese  and  Japanese  are  certainly  not  contented  with 
their  present  exclusion  from  the  United  States.  They  mn  cer- 
tainly not  contented  with  tariffs  that  prevent  them  from 
the  profits  of  trading  with  us.  Certainly  they  will  be  better 
fied  and  the  danger  of  war  will  be  reduced  if  they  can  at 
freely  get  the  produce  of  the  forbidden  lands.  In  the  end  imports 
and  exports  balance.  Let  the  Pacific  ships  take  to  their  trecleas 
plains  the  cargoes  of  lumber  from  our  Western  moontains,  and  of 
cotUm  from  our  Southern  fields,  and  of  machines  from  our  EasUin 
factories.  It  will  mean  prosperity  and  wages  in  the  lumber  camps 
and  the  young  forests,  in  the  Southern  cotton  district,  the 
mill  town.  And  when  in  return  the  so-called  "pauper' 
come  back,  let  us  remember  that  goods  are  good.  They  are  tfie 
object  of  trade. 

Most  of  our  business  men  seem  to  ignore  the  well-known  fact 
that  our  greatest  trade  is  with  manuhcturing  nations.  Eogkad 
and  Germany,  the  two  nations  with  the  most  devdoped  manufac- 
tures, had  an  on  IS  trade  with  esdi  other  before  the  war.  and 
they  were  respiL :  ^  our  best  market  and  our  second  best  market. 
Togetlier  they  took  $939,000,000  worth  of  produce,  nearly  half 
of  our  total  export,  while  China  still  undevdoped,  with  twice  as 
many  people  as  England  and  Germany  combined,  took  MI.Mi,- 
000  worth  of  goods  from  us.  It  is  difficult  to  {maflBe  bow  giestfy 
our  exports  to  China  would  jump  if  we  could  make  the  Chinese  a 
manufacturing  nation,  raising  their  slaiidanls  of  livaif,  Ihsfr 
purchasing  power,  reducing  their  hours,  pcfioadlBg  ttMoi  to  ant 
a  great  variety  of  food,  use  more  soap,  wear  modem  dotbes,  earrr 
IngersoU  watches, listen  to  the  phonograph,  talk  on  the 
sleep  in  metal  beds,  get  up  in  the  morning  by 
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rim  about  in  automobiles,  meanwhile  joining  the  Union  and  im- 
proving shop  conditions. 

While  I  have  used  the  Chinese  and  Japanese  as  examples, 
because  they  are  the  most  extreme,  we  have  at  the  present  moment 
a  widespread  demand  for  the  checking  of  immigration  from  all 
countries,  which  means  of  course  that  we  make  half  the  world 
yearn  to  come  to  us  and  to  resent  this  monopoly  of  American 
opportunity  for  the  Americans.  They,  too,  need  to  be  mollified 
wiUi  American  goods,  if  they  cannot  have  American  homes. 
Fortunately  free  trade  with  them  will  be  profitable.  Even  if  it 
were  unprofitable,  it  would  still  be  a  duty  just  as  we  think  a  navy 
is  a  duty.  It  is  indeed  fortunate  that  so  great  a  duty  is  also  an 
avenue  of  profit  rather  than  of  loss. 

8.  The  Preferential  Tariff.  This  is  but  another  kind  of 
protective  tariff.  For  example,  England  and  Canada  make 
themselves  into  one  tariff  unit  rather  than  two.  There  is  no 
essential  difference  between  these  two  kinds  of  tariff  in  their  eco- 
nomic and  political  aspects.  It  is  merely  one  of  degree.  It  is  not 
likely  that  this  Canadian  tariff  would  ever  have  been  made  but  for 
the  fearful  injuries  that  have  come  to  Canadian  industry  through 
the  sudden  shutting  off  of  the  American  market  by  some  of  our 
tariff  laws. 

4.  Maximum  and  Minimum  Tariffs.  This  device  is  merely 
one  more  detail  in  the  general  effort  to  get  particular  advantage 
through  tariff  legislation.  It  has  no  fundamental  principle  differ- 
ent from  other  tariffs,  and,  therefore,  merits  no  particular  discus- 
sion. 

5.  Anti-Dumping  Tariffs.  One  kind  of  tariff  needs  to  remain, 
even  in  a  free  trade  world  with  a  League  of  Peace — the  anti-dump- 
ing tariff.  This  is  merely  the  international  extension  of  a  policy 
that  has  been  already  adopted  in  some  of  the  American  states. 
The  evils  to  be  remedied  by  such  a  law  are  of  two  kinds : 

(a)  Demoralization  of  Trade.  A  company  like  some  huge 
American  enterprise  might  supply  the  local  market  with  plows, 
selling  for  twelve  dollars  each  and  costing  six  dollars.  Some 
season  it  has  a  thousand  plows  left  over.  They  cannot  be  sold  in 
the  home  market  without  reducing  the  price  to  nine  dollars  and 
demoralizing  the  price.  They  could  be  sold  in  Portugal  for  nine 
dollars,  with  two   dollars  profit,  and  the  sellers  would  have  their 
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would  httve  a  ver>  ....;i  M^MMun,  Mid  perhaps  doM  their  pUaU  aad 
throw  people  out  of  work.  Thcrrfore,  mom  afttkat,  wptrfaBy 
Canada,  fnobably  bccauie  of  her  pcamgaa  to  the  Unked  SUUa, 
liave  made  anti-dumping  lawi,  which  require  that  produce  dyJI 
not  be  sold  in  Canada  for  less  than  the  same  prodiaee  sells  b  the 
home  country.  This  is  needed  and  it  can  scarcely  be  cearidcred 
as  a  provoker  of  war. 

(b)  The  second  evil  that  such  an  anti-dumpinf  law,  ptupsi^y 
enforced,  would  remedy,  would  be  attempts  to  kill  a  young  indne- 
try  in  a  new  country,  as  for  example,  German  dye 
ing  the  market  of  a  new  rival  in  some  other  cottntry  by 
dyes  at  less  than  cost  until  the  rival  gave  it  op.  This  is  the  old, 
and  well-tried  method  by  whidi  the  trusts  have  risen  iMide  of 
many  countries. 

£.  Thb  Moot  Favored  Nation  Claosb 
Many  treaties  contain  a  clause  providing  that  the  country 


making  the  treaty  shall  have  the  same  advantages  in 
with  country  B  as  country  B  shall  at  any  time  eitcnd  to  cooatry 
C,  or  any  other  country.  In  other  words,  the  first  oooatry  shall 
be  treated  under  the  same  conditions  as  the  most  favored 

If  there  is  free  trade,  the  whole,  mostrtavored-nation 
so  far  as  trade  is  coaoemed,  seems  automatkally  to  go  by  the 
board.     It  should  go. 

In  condusion  it  may  be  pointed  out  that  an  effective  League  ol 
Nations  offers  three  ways  of  greatly  increasing  the  trade  aad 
wealth  of  the  world: 

First,  by  controlling  and  msuring  mtematkmal 
that  they  may  increase  and  become  the  basis  id 
than  the  basis  of  dispute  or  parts  of  great  nditai 

Second,  by  the  reduction  of  armamcnti  and  military 
men  will  be  left  free  for  education  and  industry. 

Third,  by  removing  the  fear  of  war  and  the  necessity  ol  private 
iniiustrial  preparation  for  it,  a  sucoessfol  league  opeas  the  way 
for  the  gradual  adopUon  of  free  trade,  irtucb  is  alike  a  promoter  ol 
peace  and  a  promoter  of  wealth. 


Economic  Factors  in  the  Maintenance  of  Peace 
By  O.  M.  W.  Sprague 

Professor  of  Banking  and  Finance,  Harvard  University 

T^HE  immediate  object  of  the  war  has  been  fully  attained.  The 
'^  danger  to  liberty  and  democracy  from  the  attack  of  th<' 
Central  Powers  has  been  effectually  overcome.  It  is  now  our  task 
to  establish  conditions  which,  so  far  as  may  be  humanly  possible, 
will  remove  the  danger  of  future  conflicts  between  the  nations. 
Territorial  changes  on  the  basis  of  independent  nationalities  will 
remove  grievances  which  might  endanger  the  future  peace  of  the 
world.  The  establishment  of  democratic  governments  through- 
out Europe  and  the  discontinuance  of  secret  diplomacy  will  do 
much  to  eliminate  causes  of  trouble  which  spring  from  personal 
ambition,  and  flourish  in  an  atmosphere  of  intrigue. 

These  political  changes  are  necessary  if  a  peaceful  world  is  to 
be  established,  but  very  much  more  is  required  to  accomplish  the 
end  in  view.  Economic  causes  of  international  strife  would  re- 
main, and  these  causes  may  well  prove  an  even  more  serious  men- 
ace to  the  peace  of  the  world  than  they  have  been  at  any  pre\ious 
period  in  the  historj^  of  civilized  peoples.  At  least  four  influences 
will  be  present  tending  to  embitter  international  economic  rela- 
tions. These  influences,  arranged  in  the  order  of  increasing  im- 
portance, are:  (1)  the  intensification  of  national  sentiment  which 
is  the  invariable  consequence  of  war;  (2)  the  increasing  size  of  the 
business  organizations  conducting  foreign  trade,  transportation 
and  finance;  (3)  the  urgent  needs  of  many  countries  during  tlie 
years  immediately  following  the  war;  and  (4)  and  by  far  the  most 
important,  the  technical  requirements  of  modem  warfare,  which 
involve  the  use  of  the  products  of.  a  great  variety  of  highly  de- 
veloped industries. 

Economic  Causes  of  International  Strife 

The  intensification  of  national  sentiment  resulting  from  war 
creates  an  atmosphere  in  which  extreme  measures  of  a  national- 
istic character  find  ready  acceptance.  This  sentiment  tends  to 
neutralize  the  effects  of  peaceful  impulses  which  experience  with 
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the  burden  and  foUkt  of  war  naturally  tcodi  to  tlNiiflkHl. 
With  the  lapae  of  time,  the  attitude  of  carti«ne  Mtioadhn  wID  be- 
come tempered  and  sul>dued,  but  m  the  ^^•^^i^^  Artim*  H  will 
give  a  temblanoe  of  merit  to  ciUeme  nitli—l  tbm. 

Tendencies  of  this  sort  wfll  be  ftreoftfacBed  aa  a  ivault  of  thr 
increaae  in  the  sise  of  the  buiiaeM  tradii^ 
cies  have  greatly  enlarged  flie  laafe  of 
activities  and  have  also  tended,  m  many  branches  of  industry,  to 
a  high  degree  of  concentration  in  organisation  and  in  managr 
ment.  After  the  return  of  pcaee,  most  of  the  lorrign  trade  of 
each  country  seems  likely  to  be  conducted  by  a  vety  snudi  ni 
of  very  large  business  organizations,  which  will 
tation  and  finance  with  production  and  mariDeting.  It  b 
possible  that  governmental  agencies  may  be  employed  in 
instances,  and  doubtless  there  will  be  an  increase  fai  govrmtiirntal 
supervision.  Foreign  trade  will,  in  these  circumstanom.  take  <ni 
much  more  of  the  character  of  a  national  activity  than  wben  eon- 
duct(Hi  by  numerous  individuals  and  companiei.  Unrestrained 
and  unfair  competition,  which  formerly  merely  orcaidofirtl  bit- 
terness t>etween  individuals  of  different  natiooalitiea,  in  likely  to 
occasion  friction  betwetm  countries. 

A  bitter  struggle  for  foreign  business  during  the  next  few  yearn 
is  anticipated  by  many.  If  such  a  struggle  develops,  and  if  it  is 
reinforced  by  governmental  assistance  in  the  farm  of  shipping 
subsidies  and  the  control  of  mineral  resourees  for  commerrial 
bargaining  purposes,  good  relations  between  countries  will  br 
subjected  to  most  severe  strain,  and  especially  the  dangfr  of  inter - 
national  discord  over  economic  matters  will  be  particularly  great 
during  the  years  of  reconstruction  following  the  war  on  account  of 
the  urgent  rehabilitation  requirements  of  many  countries.  These 
needs  must  be  satisfied  in  an  equitable  fashion  if  serious  disoord 
is  to  be  avoided.  The  scanty  supplies  of  essential  raw  matmab 
must  be  distributed  fairly  and  at  reasonable  prices.  The  world's 
stock  of  gold,  if  handled  graspingly.  will  be  an 
for  the  huge  credit  structure  which  has  been  reared  npoa  ft 
the  course  of  the  war.  The  United  Stales  has  acquired  an 
(linately  large  share  of  this  gold,  much  of  it  eominf  tnm  o«r  aflM>- 
ciates  in  the  war  before  we  became  a  belBiereBt.  It  sboold  be 
rt^garded  a.s  a  tnist  fund,  to  be  OSSd  in 
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servr  to  su|)j)ort  tlie  creiiit  structuri*,  not  only  in  this  comitry,  but 
throughout  tJie  world.  To  attempt  to  acquire  by  its  means  » 
dominating  position  in  the  money  markets  of  the  world  is  perhaps 
an  attractive  policy  from  a  purely  national  point  of  view.  If  w<» 
are  honestly  desirous  of  maintaining  peaceful  and  friendly  relations 
with  other  countries,  such  a  policy  should  not  be  given  a  moment's 
consideration. 

Dangers  of  Friction  over  Shipping  and  Commerce 

Among  all  of  the  various  matters  which  may  occasion  friction 
during  the  next  few  years,  those  arising  out  of  the  shipping  situa- 
tion seem  likely  to  prove  the  most  serious  and  the  most  diflBcult 
to  handle  in  an  equitable  fashion.  As  a  direct  consequence  of  tJu* 
war,  a  revolutionary  change  has  taken  place  in  the  tonnage  of 
ships  under  the  flags  of  the  different  maritime  nations.  Japan 
and  the  United  States  have  greatly  increased  their  tonnage. 
France  and  Scandinavian  countries  will  have  a  much  smaller  num- 
ber of  ships,  while  the  tonnage  of  Great  Britain  will  also  show  a 
marked  decline.  The  present  deficiency  in  shipping  may  in  the 
course  of  a  few  years  be  followed  by  an  equally  marked  excess. 
In  either  situation,  most  serious  diflSculties  will  be  encountered  if 
shipping  policies  are  determined  primarily  with  reference  to  selfish 
national  aims.  In  ocean  transportation,  equality  in  service  and 
rates  accorded  the  shippers  of  different  countries,  similar  to  thai 
in  domestic  railroad  transportation,  is  wise  economic  policy. 
Foreign  commerce,  stimulated  by  special  rates,  does  not  rest  upon 
a  solid  foundation. 

The  United  States,  during  the  years  immediately  following  the 
war,  is  threatened  with  no  diminution  in  the  opportunities  for  ex- 
pansion of  its  industry.  This  is  due  in  part  to  our  late  entrance 
into  the  war,  but  even  more  to  the  wide  range  of  essential  materials 
which  we  produce.  The  needs  of  our  associates  in  the  war,  to- 
gether with  those  of  neutral,  and  also  of  enemy  countries,  will  fur- 
nish opportunities  for  aggrandizement  on  our  part,  if  we  should 
press  the  advantages  of  our  position  to  the  utmost.  To  do  so, 
would  certainly  give  rise  to  deep-seated  distrust  and  hostility  and 
they  would  be  deserved.  The  fundamental  objects  of  our  partic- 
ipation in  the  war  were  not  national  objects.  The  needs  for 
supplies  of  our  associates  upon  the  return  of  peace,  are  of  a  pressing 
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nature.  aiuJogoui  to  thoie  wbidi  ftiRi  fiit  to  Hmcobubm  kw  ol 
obligation  inipoMd  upon  tbote  engaged  in  iwniwinf  fwliMti  wii  ilf , 
to  serve  all  at  reaBonable  rates.  The  aane  policy  dMidd  attk 
the  period  of  rehabilitatioo  in  the  eoooomic  arraafBHMita  ImIwmb 
diffcfent  countries,  and  especially,  owing  to  the  stvength  of  lis 
IMMition,  the  policy  of  the  United  States.  We  should  make  it  per- 
fectly clear  that  government  assistanoe  wiD  not  be  THtfuH*  to 
further  endeavors  to  acquire,  at  the  expense  of  our  Aflks  during 
the  years  immediately  following  the  war,  a  dominating  pfflFJtiffn  in 
lines  of  business  in  which  we  did  not  hold  sudi  a  ft^fMm  in  the 
past.  In  the  long  run,  a  policy  of  this  sort  wiD  be  oondudre  to 
the  development  of  the  country  in  the  most  desirable  and  profit* 
able  direction.  Economic  activities,  stimulated  by  the  temporary 
predicament  of  our  associates  and  even  of  enemy  countries,  can- 
not be  expected  to  manifest  a  capacity  for  large  and  cootintied 
expansion. 

Although  there  will  be  no  exact  return  to  pre-war  conditions, 
there  is  little  evidence  in  support  of  the  \new  that  the  war  wBI 
occasion  revolutionary  changes  in  the  ability  of  different  countries 
to  com|)ete  successfully  in  foreign  markets.  The  effects  of  the 
war  on  foreign  trade  may  be  great  at  first,  but  in  the  coune  of  time 
deep-seated  permanent  influences  will  shape  the  course  of  cur 
foreign  business.  Markets  acquired  during  the  abnormal  years 
follo\i4ng  the  war  will  rest  upon  a  weak  foundation  unlets  it  is 
dear  that  they  are  nuirkets  which  would  presumably  have  soon 
been  developed  had  the  world  remained  at  peace. 

Up  to  this  point  international  economic  relations  have  been 
considered  exclusively  as  purely  economic  questions.  This  has 
been  done  designedly  in  order  to  emphasise  the  view  that  when 
judged  as  purely  business  questions,  there  is  no  fundamental 
divergence  of  economic  interest  between  the  nations.  To  find 
instances  of  irreconcilable  conflicts  of  eeopomic  interests  between 
nations,  it  is  necessary  to  go  back  to  the  pastoral  stage  of  social 
development  In  that  stage  of  society,  the  number  of  people  who 
can  live  within  a  given  area  is  strictly  limited.  Tills  is  not  the 
situation  of  civilised  peoples.  Thanks  to  improvements  in  the 
arts,  especially  in  transportation,  the  Kmits  upon  the  population 
of  any  given  area  are  highly  eUstic.  The  economic  advantages 
which  a  country  can  gain  by  the  adoption  of  poBcies  unlavorable 
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to  other  oountries  is  slight,  even  when  the  estimate  is  based  upon 
faulty  economic  conceptions,  such  as  those  which  lead  to  exag- 
gerated notions  of  the  importance  of  foreign  as  contrasted  with 
domestic  trade. 

The  Influence  of  Miutary  Factors 

In  the  modem  world,  economic  causes  of  international  strife 
have  seldom  been  independent  causes.  They  have  been  associated 
with,  and  in  large  measure,  an  inevitable  consequence  of,  the 
necessity  which  has  obliged  all  coimtries  to  safeguard  themselves 
against  the  contingency  of  war.  The  controversy  between  Ger- 
many and  Great  Britain  regarding  Mesopotamia  is  a  familiar 
example.  Great  Britain  did  not  oppose  German  economic  activi- 
ties in  that  region  primarily,  if  at  all,  upon  economic  groimds. 
Under  German  control  the  trade  of  Great  Britain  in  that  part  of 
the  world  would  have  been  far  greater  in  1912  than  in  fact  it  was. 
Economic  penetration  by  Germany  was  opposed,  and  rightly,  be- 
cause Germany  would  have  gained  a  valuable  strategic  position 
from  which  to  attempt  the  invasion  of  Egypt  and  India  in  the 
event  of  war. 

Military  considerations  are  certain  to  shape  economic  national 
policies  to  a  far  greater  extent  in  the  future  than  in  the  past,  if 
nations  must  continue  to  guard  themselves  against  war.  In  order 
to  conduct  modem  warfare  with  any  hope  of  success,  a  country 
requires  abundant  resources  in  raw  materials,  and  must  utilize 
the  products  of  a  great  variety  of  highly  developed  industries. 
All  nations  have  become  fully,  and  one  may  even  say,  nervously, 
aware  of  the  vital  importance  of  the  economic  factor  in  war. 
Equitable  international  arrangements  regarding  shipping,  colo- 
nies, mineral  resources,  and  other  economic  matters,  can  be  devised 
without  much  <iifficulty,  if  they  are  handled  as  purely  economic 
business  questions.  Once  military  considerations  are  introduced, 
endless  difficulties  are  encountered. 

Considered  purely  as  an  economic  question,  the  interdependence 
of  nations  is  highly  advantageous.  Given  assurance  of  permanent 
peace,  the  world  would  then  be  free  to  make  the  most  effective  use 
of  its  resources,  labor  and  business  organization.  Measures,  such 
as  protective  tariffs,  designed  to  stimulate  the  industrial  develop- 
ment of  the  different  countries  would  still  be  adopted,  but  the 
advisability  of  those  measures  would  be  determined  solely  with 
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I  loe  to  economic  and  mcsaI  ccmditnAimm.  Dwbr  IIm 
threftiening  shadow  of  war,  each  nation  mutt  codcmvor  to  be  adf* 
•ufictHg.  with  an  inevitable  Iom  in  productivcMM  of  iodaalry  b 
oomequence.  The  general  adoption  of  prefermtial  oolonial  tariff 
policieB  for  example  is  altogether  probable  if  wan  b  the  futurr  are 
to  be  anticipated.  Colonial  pteicrenee  ii  a  poliegr  which  ie  botOMl 
to  excite  envy  and  hostility,  since  *^!*L?titfe  Me  motl  imeqnsTI: 
divided  among  the  nations.  If  this  weee  a  matter  which  ealifit  be 
determined  solely  on  grounds  dt  economic  advantage*  the  aPM  sob> 
ject  to  preferential  arrangements  would  probably  not  be  enlarged* 
and  it  is  not  unreasonable  to  anticipate  that  the  *'open  door** 
polic>'  would  be  more  generally  adopted. 

Vital  Need  for  a  League  or  NATioMa 
Adequate  preparation  for  war  in  the  ^^^wHrniir  spheee  bfocJs 
occasions  for  war.  A  peaceful  world  will  never  be  secured  as  a 
result  of  agreements  regarding  a  succession  of  particular  ^''^"■^^-n* 
matteni  whicli  are  occasioning  hostility  between  nations.  TVie 
must  be  convincing  assurance  that  further  wars  are  altogether  un- 
likely. This  assurance  can  only  be  given  by  tlie  formation  of  a 
League  of  Nations  which  shall  absolutely  exclude  the  resort  to 
war  as  a  means  of  settlement  of  international  disputes.  Whether 
such  a  league  should  provnde  other  means  of  settlement  b  a  mattrr 
of  secondary  importance.  The  fundamental  ol^ject  would  be 
gained  if  nations  were  left  entirely  free  to  resort  to  any  and  every 
other  means  of  settlement,  war  alone  excepted. 

Whether  there  is  to  be  a  League  of  Nations  or  not,  ii»  Um*  baioc* 
factor  in  tlie  determination  of  all  other  questions  which  will  coittr 
l>efore  the  Peact*  Coiifereiur.  If  a  league  is  not  establisbrd.  wr 
must  continue  to  assume  Uiat  tlie  world  is  to  be  organised  far 
war  and  not  for  peace.  Strategic  advantages  in  the  drltmitataon 
of  territorial  boundaries  will  then  be  a  \ntal  matter,  as  well  as  the 
possession  of  natural  resources  sudi  as  coal  and  iron. 

C<Misider,  to  take  a  single  instance,  the  situaticm  mnlli  nrfrfrnor 
to  coal  and  iron.  After  the  restoration  of  Alsace  and  Lorraine  to 
Prance,  if  the  world  is  to  be  a  peaceful  place  in  the  futurr.  this 
change  in  boundaries  will  not  make  nrceesaiy  a  serious  chanfe  in 
German  industrj*.  Iron  will  be  exported  to  the  coal  ptndncMig 
regions  of  Germany  just  as  it  is  exported  from  Sweden  and  9pab 
to  Great  Britain.    It  would  be  an  economic  loes  not  only  to  the 
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owners  of  the  iron  mines  but  also  to  Prance  to  retain  all  the  iron 
for  French  use.  On  economic  grounds,  it  would  be  no  more  sen- 
sible than  an  attempt  to  retain  all  cotton  produced  in  the  United 
States  for  our  own  cotton  industry. 

On  the  other  hand,  if  the  world  is  to  be  an  armed  camp,  it  will 
be  wise  policy  for  France  to  place  obstructions  in  the  way  of  the 
movement  of  iron  into  Germany.  This  policy  Germany  would 
naturally  endeavor  to  counter  by  obstructing  the  movement  of 
coal  into  France.  Each  country  Would  be  concerned  to  secure  a 
more  considerable  iron  and  steel  industry  than  the  other,  not  upon 
economic  grounds  but  for  purely  military  reasons.  Here  is  a  sit- 
uation which  contains  the  material  for  endless  bargaining  and 
friction. 

Most  great  changes  come  about  as  a  result  of  a  slow  process  of 
growth.  Some  few  changes  must  apparently  be  made  in  their 
entirety  or  nearly  so  at  the  outset,  if  they  are  to  be  made  at  all. 
The  League  of  Nations  evidently  belongs  to  this  class.  In  this 
respect  it  is  analogous  to  the  federal  reserve  banking  system.  The 
reserve  banks,  operating  with  and  through  the  other  banks,  could 
not  have  performed  their  functions  if  when  they  were  opened  they 
had  had  relations  with  only  a  small  fraction  of  the  banks  of  the 
country.  Relations  with  all  banks  were  not  needed,  but  with  a 
preponderating  number  of  them.  Similarly  with  a  League  of 
Nations  to  establish  p)eace;  it  need  not  include  every  nation,  but 
it  can  hardly  begin  with  a  scattering  few.  Unless  there  is  a  solid 
basis  for  confidence  in  the  League,  its  p)ower  to  eliminate  war  will 
not  be  sufficiently  certain  to  render  unnecessary  the  adoption  by 
the  several  nations  of  policies  designed  to  safeguard  them  against 
the  outbreak  of  war,  policies  which  in  turn  are  the  occasion  of  war. 

The  promise  of  the  elimination  of  war  by  the  formation  of  a 
League  of  Peace  would  be  small  if  the  economic  interests  of  nations 
were  fundamentally  antagonistic.  Happily,  conditions  of  life 
upon  the  earth  do  not  comp)el  so  dismal  a  view  of  the  future.  On 
the  contrary,  the  gain  to  all  nations  from  the  elimination  of  war  is 
large  and  positive.  Relief  from  the  burdensome  cost  of  constant 
military  preparation,  and  from  the  huge  cost  of  occasional  wars, 
would  be  well  worth  the  sacrifice  of  much  in  economic  advantage 
and  opportunity.  No  such  sacrifice  is,  however,  involved.  It  is  i 
only  through  the  establishment  of  the  world  upon  a  peaceful  basis 
that  full  and  effective  use  of  the  natural  resources  of  the  world  can 
be  made. 


Economic  Foundations  of  the  League  of  Nations 

By  FUBDKUC  C.  Hoim 
CommiMioocr  ol  Immiratioa,  New  Yofk  Ghj 

^HE  economic  collapse  wliicfa  baa  come  to  BiMdb,  Ai»trift> 
^  Hungry,  Gennany,  Belfhimt  and  m  only  Immt  ifafN«  to 
England,  France,  Italy  and  the  neutral  countriei  of  Bompo,  k 
forcing  on  the  attention  of  the  peaoe  oonferees  in  Fvb  tho  ^abmd 
to  which  the  world  has  been  intematioiialiaed  durinff  Ibe  bwl  knM^ 
century,  and  the  neoenity  for  a  new  kbd  of  ponee  if  tfw  world  It 
speedily  to  come  to  life  again.  We  are  irnistowwd  to  think  of 
international  questions  m  exclusively  political  and  tefritorial  tema. 
This  is  one  of  the  heritages  of  the  dynastic  and  msHtary  order, 
^ich  puts  emphasis  upon  enlargtHJ  l)oun<laries,  a  b%  popolatioa. 
and  the  other  emblements  of  the  purely  political  state.  Soeh  have 
been  the  political  concepts  for  hundreds  of  yean*  tmd  il  is  sot 
surprising  that  the  representatives  of  all  the  powers  at  the  Beaee 
Conference  should  have  brou^t  to  their  task  tradttioiis  of  a 
peace  based  upon  political  and  territorial  adjustments. 

Fifty  years  ago  nations  were  largely  self-sufficient.  They  pro- 
duced for  their  own  consumption.  Iron,  sted,  copper,  rubber. 
cotton,  wool, silks  and  the  products  of  the  tropics  had  not  enlovd 
into  the  lives  of  all  peoples  as  they  have  at  the  present  time.  The 
twenty  years  which  preceded  the  war  was  a  period  of  polossal 
international  expansion  and  in  1914  the  foreign  trade  of  the  worid 
exceeded  $40,000,000,000.  Of  this,  one-fourth  was  in  the  hands 
of  Great  Britnin  and  Germany.  Surplus  wealth  had  ¥flnrsd 
out  from  creditor  countries,  especially  England.  Fhmee,  G«BMqr 
and  Holland,  in  search  of  trade  and  commerce,  for  the  develop* 
ment  of  reeouroes  in  backward  countries,  the  building  of  ratooadi» 
and  the  making  of  k>ans  in  backward  states.  Upwards  of  MMM*- 
000,000  had  been  so  invested  by  the  great  creditor  natioaa  of  thr 
world. 

These  are  but  suggestive  of  the  extent  to  whkh  the  woeld  was 
interlaced  by  economic  connections.  ft«Mh  haaks  radiied  tnm 
London,  Paris  and  Berlin.  The  porU  of  Great  Britain,  as  wcfl  as 
Hamburg,  Bremen,  Antwerp  and  Rotterdam,  wen 
the  wealth  of  all  the  world.     Explorers  were  loUowed  hj 
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all  over  the  Orient,  South  America,  to  the  fastnesses  of  Africa. 
The  overseas  wealth  of  the  powers  of  Euroi)e  was  equal  to  a  sum 
almost  as  great  as  the  combined  domestic  wealth  of  England  and 
France. 

The  war  shattered  this  colossal  structure  of  finance  and  banking, 
of  trade  and  commerce,  of  exploitation.  The  internationalism  of 
the  world  which  had  involved  hundreds  of  years  in  its  building 
suddenly  came  to  an  end.  The  central  powers  and  Russia  were 
under  a  blockade.  England,  France,  Italy  and  Belgium  were 
subj<K!ted  to  a  similar  embargo  by  the  shortage  of  ships.  The 
trans|X)rtation  agencies  of  the  world  were  commandeered  for  the 
war.  When  the  armistice  was  signed  the  old  economic  order  was 
in  a  state  of  collapse.  Germany  had  no  raw  materials.  England 
was  short  of  a  thousand  things  and  France  was  in  the  same  con- 
dition. The  Russian  peasants,  cut  off  from  industrial  supplies  such 
as  agricultural  implements,  tools,  clothes,  shoes  and  other  supplies, 
were  unable  to  sell  their  wheat,  which  accumulated  in  vast 
quantities  outside  of  the  industrial  centers,  which  were  starving 
because  of  their  inability  to  carry  on  exchange  with  the  food 
producers  on  the  one  hand  and  the  outside  world  on  the  other. 
Italy  has  no  iron  ore,  no  copper,  no  coal.  She  has  to  rely  upon 
some  one  of  the  greater  powers  for  her  elemental  commodities, 
upon  which  her  industrial  life  depends. 

The  great  task  of  the  world,  and  of  the  Peace  Conference  as 
well,  lies  in  putting  the  world  to  work  again.  And  this  can  only 
be  done  by  establishing  the  internationalism  which  the  war  de- 
stroyed. This  the  powerful  classes  within  the  various  powers  are 
unwilling  or  unable  to  do.  They  are  seeking  all  kinds  of  privileges, 
especially  protective  tariffs,  to  protect  their  war^made  industries 
and  enable  them  to  monopolize  their  home  trade,  i  This  is  true  of 
France,  Italy  and  Great  Britain.  There  is  some  short-sighted 
justification  for  this  attitude,  for  all  of  the  European  countries 
have  been  stripped  of  their  gold  reserve.  They  are  on  a  paper 
basis.  If  they  buy  largely  from  foreign  countries,  they  can  only 
pay  in  gold  or  credits.  So  they  feel  they  must  produce Jor  their 
home  market,  and  export  as  much  as  possible  to  foreign  markets. 
But  such  export  will  be  limited  and  |>ossibly  blocked  altogether  if 
these  protectionist  policies  are  carried  out.  Germany  cannot  pay 
her  indemnity;  she  cannot  pay  for  the  raw  materials  which   she 
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must  have  unleM  abe  ii  permitted  to  nirliMpi  W  brtorj  prad- 
uctB  for  thcie  oommoditiei.  The  mbm  k  true  of  aH  of  the  olW 
countries. 

An  intematioiud  eoooonie  ecmncil  in  oostiBuoiif  Bmdam  k  oae 
of  the  first  needs  of  pesoe.  It  should  hA\'e  pom  to  orfMriit 
information  and  faiiuIiariKc*  the  world  with  the  nnnifa  of  the  worhL 
For  a  time  at  least  it  aIkiuKI  have  some  powers  ow  shippinir  and 
raw  materials.  Only  in  this  way  will  it  br  poasBife  lor  Ihr  limitfd 
cargo  space  to  meet  the  more  urgent  nerds  of  thr  variouacoHBtrfa. 
and  by  the  establishment  of  priorities  prevctti  shippiiV  md  trans- 
portation ayacics  from  lM*ing  umhI  for  seeoodary  puiposta . 

A  similar  financial  organisation  should  be  rraiied  oadtf  Ihs 
control  of  governmental  agencies.  It  should  be  a  >>— I'^g,  trad- 
ing  and  exploiting  concern  with  powers  to  place  loans  where  MOil 
needed.  It  should  also  have  power  to  develop  wources  aad 
promote  trade  ^ith  backward  countries* 

But  tliese  are  at  most  only  tem|K>rary  expedie&ta  to  tide  ovft 
an  immediate  emergency.  If  we  would  have  a  aeeiire  peace,  if 
we  would  banish  the  fear  which  is  one  of  the  cansei  of  war.  the 
world  must  be  freed  irom  the  idea  of  exdustve, 
nationalism  which  has  led  to  annexations,  protectorates, 
of  intiuence  and  the  clotted  door,  as  well  as  the  crrctioo  of 
on  strategic  places  on  the  seas.  The  nations  which  control 
ore,  coal,  copper  and  oil  control  in  large  measure  the 
of  the  rest  of  the  world.  And  this  is  a  power  which  no 
group  of  nations  should  enjoy.  Germany  aimed  to  lay  her 
on  the  iron  ore  and  coal  of  France  and  Belgium.  Thin  would  ha\*r 
given  her  command  of  almost  all  of  the  iron  ore  and  coal  cm  the 
continent  of  Europe.  It  would  Imve  made  F^rance.  Italy  and 
<  1  ntral  Europe  subject  to  her.  Great  Britain  through  her  con* 
mand  of  the  Mediterranean  commands  the  trade  to  the  Far  East 
and  the  resources  of  Africa. 

An  economic  peace  paralleling  the  piimiiples  laid  d€»wn  by 
President  Wilson  should  free  the  world  as  ^  as  |iDwaib  from  the 
exclusive  control  by  any  nation  of  the  intcmalioMi  cnnncT'tiQns  and 
necessities  of  the  rest  of  the  world.    Pluyfahn  shoukl  l*c  made  tor: 

1.  The  ending  of  all  spheres  of  infiuetice,  the  dcMed  door  and 
exclusive  privileges  in  backward  countries  such  as  Africa,  Asia 
and  the  Far  East  These  countries  sbouM  be  free  to  trade  on 
equal  terms  with  all  the  world.    Their  raw  materials  should  br 
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offered  to  all  without  discrimination;  while  their  ]:>orts  and  har- 
bors should  be  placed  under  international  guardianship  to  prevent 
discriminating  port  and  harbor  dues. 

£.  The  strategic  water-ways  of  the  world  should  be  policed  by 
the  world  and  open  to  all  on  equal  terms.  Such  water-ways 
include  the  Mediterranean,  the  Black  Sea,  the  Persian  Gulf,  the 
Baltic,  the  Kiel  Canal,  Suez  Canal  and  Panama  Canal.  Com- 
manding fortresses  like  Gibraltar  and  Constantinople  should  be 
internationalized  and  used  as  an  agency  of  the  League  of  Nations 
to  enforce  its  decrees. 

8.  The  right  of  exploitation  of  weak  and  backward  nations 
should  be  placed  under  international  control  as  a  means  of  pro- 
tecting native  peoples  from  extortion  and  monopoly,  control,  as 
well  as  for  opening  up  their  resources  on  fair  and  equitable  terms 
to  all  the  world. 

4.  Possibly  the  greatest  need  of  all  is  free  trade :  such  free  trade 
as  will  enable  countries  like  Italy  and  France  to  develop  their  own 
cultural  and  industrial  life  along  natural  lines.  These  nations 
should  not  be  driven  into  unnatural  channels  by  military  and 
industrial  necessities.  Possibly  international  free  trade  is  out  of 
the  question  for  the  present.  But  an  international  economic 
conference  in  constant  touch  with  the  economic  conditions  and 
possibilities  of  the  world  might  do  much  towards  the  promotion  of 
more  intelligent  tariff  schedules,  and  ultimately,  as  peace  becomes 
more  secure,  lead  to  the  development  of  freer  trade  relations 
between  nations. 

5.  Such  a  program  is  admittedly  difficult.  There  are  too  many 
I)Owerful  interests  in  all  of  the  countries  which  seek  to  protect 
themselves  by  exclusive  and  monopoly  rights.  But  the  alterna- 
tive may  be  industrial  bankruptcy.  It  may  be  the  rapid  spread 
of  Bolshevism  and  revolution  because  of  the  inability  of  nations  to 
set  their  millions  at  work  again.  For  revolutions  are  bom  of 
hunger  and  destitution.  And  Europe  is  in  such  a  state  of  collapse 
that  it  cannot  wait  for  an  indefinite  time  for  statesmen  to  debate 
these  questions.  Nor  is  it  safe  to  go  back  to  the  old  philosophy  of 
imperialism  that  preceded  the  war  and  was  largely  responsible  for 
its  outbreak.  For  if  the  war  has  demonstrated  anything  it  is  that 
subject  nations  will  not  remain  subject,  and  that  the  expanding 
industrial  world  will  not  permit  its  expansion  to  be  constricted  as 
it  has  been  in  the  past. 


REPORT  OF  THE  BOARD  OP  DOLECTOBa  YEAR  END 

ING  DECEMBER  SI,  191H,  AMERICAN  ACADEMY 

OF  POLITICAL  AND  SOCIAL  8CIENCB 

I.    Rkvibw  or  THE  Acaobct's  AcTmrm 

The  entry  of  the  United  States  into  Hm  grait  war.  far  from  tbaii' 
ing  the  Academy's  activiUety  acrrad  to  cmpbastae  Iba  inportaMr 
of  the  national  mission  whidi  the  Acadony  is  eaUed  upoo  to  par* 
form.  It  is  a  matter  ol  common  knowledge  that  when  we  mdind 
the  war  the  country  was  unprepared  from  a  military  staodpoint. 
It  is  also  true  that  the  country  was  intellectiiaUy  uaprapared  to 
cope  with  the  great  international  iMiMa  raited  by  tba  war.  The 
year  that  has  elapsed  has  witnessed  a  marked  advance  in  the  «d- 
lightemnent  of  public  opinion,  but  it  is  evident  that  the  part  that 
tlm  country  i^ill  be  called  upon  to  play,  not  only  in  the  final  set- 
tlement, but  in  the  future  problems  of  world  rradjustmoit,  will 
demand  of  the  American  people  a  deeper  interest  and  deaivr 
insight  into  international  problems. 

Furthennore,  the  great  democratic  purposes  for  the  attainment 
of  which  the  United  States  entered  the  war  carry  with  them  impli- 
cations in  our  domestic  policy  which  we  cannot  afford  to  igDorr. 
Now  as  never  befcnre  must  the  United  States  demonstrate  to  the 
world  tliat  democracy  is  not  merely  a  form  of  gorcmroent  but 
that  it  carries  with  it  the  obligation  to  develop  an  indtt^ftrtal  ami 
social  system  truly  democratic  both  in  struct  urr  and 
We  are  facing  a  period  in  which  domestic  problems  of  far 
importance  must  be  solved,  and  they  can  only  be  solved  through  a 
fuller  appreciation  on  the  part  of  the  people  of  thb  country  of 
the  larger  and  deeper  significance  of  a  democratic  regime. 

It  was  with  a  view  to  enabling  the  Academy  to  contribute  iU 
due  share  to  this  great  purpose  that  the  publicatioas  and  coaler- 
ences  during  the  past  year  have  been  arranged.  Your  boaid 
feels  that  the  members  of  the  Academy  may  look  back  upon  the 
activities  of  1918  ^nth  very  real  satisfactko. 

We  are  all  particularly  indebted  to  Dr.  Clyde  L.  King  for  the 
high  standard  that  has  been  maintaimwl  b  the  Afiadcn^*a 
cations.     Witii  each  year,  to  an  increang  cxtanU  ths 
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publications  serve  in  giving  to  our  members  as  well  as  to  the  gen- 
eral public,  the  material  up)on  which  to  form  a  judgment  on  the 
great  national  problems  confronting  the  country.  Such  a  service 
is  of  special  importance  in  a  great  democracy  such  as  ours  where  in 
the  last  analysis  public  policy  must  be  guided  by  public  opinion. 
Your  board  desires  to  take  this  opportunity  to  express  a  deep 
sense  of  obligation  to  the  chairman  and  to  each  member  of  the 
editorial  council  for  the  devoted  service  that  they  have  given  to 
the  Academy.  A  large  group  of  specialists  under  the  direction  of 
Dr.  King  have  patriotically  given  of  their  time  and  energy  with  no 
thought  other  than  service  to  their  country  and  with  no  compen- 
sation other  than  tlie  satisfaction  of  a  public  duty  well  performed. 
Your  board  again  desires  to  call  attention  to  the  pressing  need 
of  an  endowment  fund  which  will  enable  the  Academy  to  conduct 
special  investigations  on  a  much  larger  scale  than  has  heretofore 
been  possible  and  will  also  enable  us  to  secure  the  Academy  build- 
ing of  which  we  stand  in  such  great  need. 

II.    Publications 
During  the  year  1918  the  Academy  published  the  following: 
Financing  the  War  (January) 

War  Adjustments  in  Railroad  Regulation  (March) 
Social  Work  with  Families  (May) 
Procedure  in  State  Legislatures  (May  Supplement) 
Mobilizing  America's  Resources  for  the  War  (July) 
War  Relief  Work  (September) 
Rehabilitation  of  the  Wounded  (November) 

ni.    Meetings 
During  the  year  1918  the  Academy  held  the  following  meetings: 
January  26 — Rehabilitation  of  the  Wounded 
April    26    and    27    (22nd    Annual    Meeting) — "Mobilizing 

America's  Resom-ces  for  the  War" 
September  20  and  21 — Rehabilitation  of  the  Wounded 
December  21 — ^The  Industrial  and  Financial  Outlook 

TV.    Membership 

The  membership  of  the  Academy  on  the  31st  of  December, 
1918,  was  6,579  with  a  subscription  list  of  1,135.  Of  the  6,579 
members,  6,325  were  residents  of  the  United  States  and  254  for- 
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eign.  Of  the  MS5  sulMcribm.  l.OtS  wm9  b  Ife  Ualtod  Siftto 
and  1  It  foreign.  CompanMl  with  the  ■■>^ffilrtTiiil|h  os  Um  tlfl  of 
Dt^mber,  1917.  we  find  a  gain  of  Sl<  in  Um  Vfdbtd  SUtoi  nad  4 
fortMKn,  or  a  total  of  S16.  In  tlir  tfubaeriplioii  IkU  there  ib  a  gain 
of  73  in  the  United  States,  and  10  in  the  fordfB,  or  a  total  gain  of 
s  ^  The  total  gain  during  the  year  1918  b  the  ooarinHd 
•  1  ship  and  subscription  lisla  is  SM.  During  the  ymt  IIm 
t-my  has  lost  throu^  death  68  of  its  menil>eni,  three  of  whoa 
life  members. 

\ll»<rt  Hallin  Senor  Don  Marcial  MaruoOT 

'  I'mlrrick  William  Frankland 

Philadelphia 


Waltor  L.  Bacon 
CharlrsO.  Baird 
W.  H.  Banu-> 

Hon.  Rudolph  Blankenburg 
Horace  Brock 
•T.  Wistar  Brown 
William  Bumham 
Hurriii  J.  Chilton 
Mrs.  Everett  U.  Crosby 
Dr.  Samuel  G.  Dixon 
Harry  C.  Francis 
A.  T.  Freeman 


Harry  Gross 

Henry  Justice 

W.  J.  McCahan 

Hon.  Stephen  Lmli*-  Mi-^tr*t«t 

James  Pollock 

Hon.  William  P.  Potter 

Joseph  P. 

JayB. 

E.  B.  Smith 

George  W.  Stoker 

J.  S.  WenU 


OuUids 


Dr.  Edward  T.  Abranus 

(  harles  Frederick  Adanu* 

Nathan  W.  Blanchanl 

Charles  E.  Burbank 

J.  J.  Burleij^h 

H.  J.  Camp 

Rev.  Kmunuel  C.  Charlton 

G.  W.  Creighton 

A.  C.  Einstein 

Hon.  C.  W.  Fairbanks 

Mrs.  Lucretia  R.  Garfield 


Richard  T.  GrsflB 

Rev.  J.  Fraacia  GNgory 

Frederick  Gross 

N.  F.  Hawley 

Bowiand  G.  Hasard 

Winnin  Herbert 

W.  A.  Hmtoii 

Hon.  GrenviDe  M. 

G.  B.  Jennings 

J.  G.  BatteUe 

Mrs.  Mary  Morton  Kehrw 
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Jacob  H.  Krout  •Colonel  R.  B.  Bicketts 

George  \'.  Leverett  Charles  Scott 

Arthur  F.  Luke  Joseph  A.  Sinn 

C.  G.  Macey  George  C.  Smith 

Dr.  I.  W.  Marstellar  Charles  B.  Scutter 
Hon.  Francis  G.  Newlands  Hon.  William  H.  Stead 

Benjamin  Nields  W.  D.  Straight 

R.  M.  Olyphant  W.  H.  Swift 

John  Howe  Peyton  T.  T.  Watson 

Richard  H.  Reeve  F.  W.  Whitridge 

The  death  of  these  members  has  deprived  the  Academy  of  some 
very  warm  friends  and  enthusiastic  workers. 

During  the  year  the  Academy  has  lost  by  resignation  402  of  its 
members  and  41  subscribers,  while  786  members  and  124  subscrib- 
ers have  been  added  to  the  list. 

In  addition  to  the  resignations  and  deaths,  there  are  being  held 
for  two  years  to  June  30, 1918,  99  members;  to  December  31, 1917, 
43;  and  to  December  31,  1918,  94. 

V.    Financial  Condition 

The  receipts  and  expenditures  of  the  Academy  for  the  fiscal  year 
just  ended  are  clearly  set  forth  in  the  treasurer's  report.  The 
accounts  were  submitted  to  Messrs.  E.  P.  Moxey  &  Co.  for  audit, 
and  copy  of  their  statement  is  appended  herewith. 

In  order  to  lighten  the  burden  of  expense  incident  to  the  Annual 
Meeting,  a  fund  of  $843  was  raised.  For  the  September  confer- 
ence on  "The  Rehabilitation  of  the  Wounded,"  the'simi  of  $50 
was  contributed.  The  Board  desires  to  take  this  opportunity  to 
express  its  gratitude  to  the  contributors  to  these  funds. 

VI.    Conclusion 

One  of  the  problems  confronting  your  board  is  to  develop  closer 
[>ersonal  relations  between  the  members  of  the  Academy  so  that 
each  member  will  feel  a  sense  of  responsibility  for  the  extension  of 
the  Academy's  influence  in  the  community  in  which  he  or  she  lives. 
With  each  year  the  enlarging  possibilities  of  the  Academy  become 
more  apparent  and  it  is  only  through  the  personal  interest  of  our 

*  Life  member. 
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members  that  these  poetibilitiet  cin  be  roiBiwI     In  so  oIlMr 
way  will  the  Academy  be  able  to  fully  mKae  the  pomUBUm  of 

iU  usefulneta. 

Jamiao*  '«  '^'^ 
Charles  J.  Rhoao0»  Esq.,  TUao»» 

Ammcan  Aeadmny  qf  PotUied  owrf  ScoM  Bwimm. 
PkOaddpkia,  Pa. 
Dear  Sir:  We  herewith  report  that  we  have  audited  the  booka 
an<i  accounU  of  the  Ammean  Acadtmif  of  PoHUmi  md  8O0W 
Science  for  its  fiscal  year  ended  December  31,  1918. 

We  have  prepared  and  submit  herewith  statement  of 
and  disbursements  during  the  above  indicated  pi 
with  statement  of  assets  as  at  December  SI,  1018. 

The  receipts  from  all  sources  were  verified  by  a  oomparisoB  of 
the  entries  for  same  appearing  in  tlie  Treasurer's  OMb  book  wttk 
tlio  record  of  bank  deposits  and  were  found  to  be  in  accord 
with. 

The  disbursements,  as  shown  by  the  cash  boolu 
by  proper  vouchers.    These  vouchers  were  in  the  form  of 
paid  checks  or  receipts  for  moneys  expended.    These 
ined  by  us  and  verified  the  correctness  of  the  payments 

The  investment  securities  listed  in  the  statement  of 
examined  by  us  and  were  found  to  be  correct  and  in  aeeord  with 
tlie  books. 

As  the  result  of  our  audit  and  examinatioo  we  certify  thai  the 
statements  submitted  herewith  are  true  and  correct 

Yours  respectfully, 

EnwABD  P.  MajLMf  k  Co, 
Cert^Ud  PMie  Atmmimm 

I      iiice  Cjuh  on  llaod  January  1.  1918 I^TIS  M 
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SpmUI  Clerk  Ser\'icc 
Snppliet  and  Repttin 
SUtiooary  and  PrinUng . 
Telepliooe  and  Telegraph 

Postage 

FreighU  £zpre«  and  Carf nrr 
General  Bspenae 

Philadelphia  Meetings: 

Salaries 

HaURenU 

Stationery,  Engraving  and  Printing 

Ripfniifj  of  Speakers 

Postage 

Telephone  and  Telegraph 

Carfare,  Newspapers,  etc 


$£.997.74 

10  26 

707  11 

87  91 

£24  71 

14  11 

1.186.80 


$1,106.06 
600.00 
1,186.56 
348.78 
857.21 
33.66 
117.14 


$5,234.88 


3,749.41 


Publicity  Expense: 
Salaries $1,124.18 


Pamphlets,  Cards,  etc 

Postage 

Stationer}',  Supplies  and  Repairs 

Telephone 

Freight,  Ezpieat  and  Carfare 


Publication  of  AnnaU 

Salaries 

Printing.  . 

Reprints 

Binding.  . 

Postage 

Advertising 

Stationer}'  and  Supplies 

Freight,  Express,  Carfare  and  Sundries. 

Telephone  and  Telegraph 

Stonife  and  Insurance 


Membership: 

Salaries 

Stationery  and  Supplies . 

Postage 

Sundries 


Investments  Purchased 

Interest,  Premiunu  and  CommiMions 

Balance  December  31,  1918 


109.45 

1.221.16 

1,055.99 

2.65 

.86 


$2,823.55 

9,535.98 

484.96 

611.52 

1,344.24 

256.91 

551.27 

400.62 

154  32 

13.96 


$1,820.50 

276.71 

320.16 

37.41 


3,514.28 


16.177.33 


2,468.78 

5,000.00 

9.25    $36,148.93 


$fr,567.60 
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Agriculture:  d^ydration  and,  57;  devel- 
opment of  machiner}',  95;  export  and. 
90,  45;  foreign  trade  and,  47;  marketj 
for,  270;  production,  25. 

Agricultubx  in  Foreign  Trade,  The 
VrTAL  Concern  or.  Charles  J.  Brand, 
S5-47. 

Amxbicax  Ixdubtries  and  Foreign 
TftADB  Following  the  War.  Walter 
B.  Palmer.  118-32. 

American  Trade  Balance  and  Probable 
Trade  TENDENaES.  Thb.  J.  Russell 
Smith,  86-117. 

Argentine  Republic,  hours  of  labor,  224. 

Australia,  hours  of  labor,  208-10. 

Austria,  hours  of  labor,  211. 

Banking,  Cooperation  in  Interna- 
tional.   John    E.    Rovensky,    17J>-85. 

Banks,  amalgamation  of,  238. 

Belgium,  industry'  in,  28. 

Brand,  Charles  J.  The  Vital  Concern  of 
Agriculture  in  Foreign  Trade,  35-47. 

Brazil,  trade  with,  149. 

British   Manufacturers   Corporation,   237. 

Business,  uninterrupted  operation  of,  4. 

Bureau  at  Foreign  and  Domestic  Com- 
merce, 287-70. 

Markets,  41,  270. 

Canada,  hours  of  labor,  207. 
Canning  of  foods,  51. 

versus  drying,  50. 

Capital:  investment  and,  40,  96;   present 

amount,  6. 
Carver,  T.  M.    International  Phases  of 
^  the  Land  Question,  16-21. 
China:  importance    of    free    trade    with 

United  SUtes,  303;  loan  to,  292. 
Ci>'ilizaUon,    expanding    versus    pent-up, 

18-20. 
Coal:  control  of,  283;    production  of,  72. 
CoLVER,  William  B.    Recent  Phases  of 

Competition    in    International    Trade, 

2SS-I8. 


Combination,  international.  9. 

Commerce,  control  of,  274. 

Competition:   danger,  5,  21.  307;   growth, 

3;  through  organization  of  industries,  9; 

versus  cooperation,  8-10. 
Competftion  i.v  International  Trade, 

Recent  Phases  of,  William  B.  Colver, 

238-48. 
Conservation:  dehydration    and,    58;     of 

food,  48,  58;  stabilization  of  crops  and, 

57. 
Consumers,  organization  of,  13. 
Cooperation:      advantages,     5;      increase 

through    government    organization,    9; 

versus  competition,  8-10. 
Cooperative  societies,  importance,  13. 
Copper,  production.  77. 
Cotton,  export  trade,  38. 
Crops:   dehydration  and,  57;   diversity  of, 

58;  stabilization  of,  57. 
Countries,  interdependence,  12. 
Culbertson,  Willu.m  Smith.    American 

Tariff    Policies    from    an    International 

Point  of  View,  145-54. 
Cutler,  Burwell  S.    Government  Con- 
trol in  the  United  SUtes,  274-78. 

Debt  of  United  States  to  world,  87. 

Debts,  national,  payment  of,  100. 

Dehydration,  Commercial:  A  Factor 
IN  the  Solution  or  the  International 
Food  Problem.  S.  C.  Prescott  and 
L.  D.  Sweet,  48-69. 

Demand,  supply  and,  48. 

Dollar-diplomacy,  293. 

DoMERATZET,  Louis.  Govememeut  Con- 
trol in  Great  BriUin,  279-«6. 

Drying  versus  canning,  50. 

Eight-hour  day,  202. 

Embargo,  use  ai,  275. 

England:  banks,    184;     dehydration     in, 

57;  industry  in,  26;  labor  situation,  195; 

trade,  1. 
Evaporation,  foods,  56. 
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—  tisde,  agriculture  and.  47. 
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TUBE.    Charks  J.  Brand.  8^-17. 
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FuoU  mineralf  grooiP,  Tt.  Italy,  boon  oUabor.  tli. 
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L4UCK.     W.     Jrrr.    The     Inteniatioiud 

LftborSitofttioii,  186-Ml. 
Lead,  pioductioii,  77. 
Leegoe  of  Netioiu:  need  of,  811;  relation 

totniii,145:  trade  and.  288. 
IjUflOB  OF  Nations,  EooNomc  Founda- 

noNB    or   THK.    Frederick    C.    Howe, 

SlS-10. 
Legi8Utt\'e  bodiee,   industrial  repreaenta- 


14. 
LiPPDfOOTr,  Isaac.    Eoooomic  Factors  in 

the  Peace  Settlement,  249-65. 
Livestock,  export  trade,  41,  44. 

MAOifrasoN,  Leitur.     Hours  of  Labor  in 

Foreign  Countries,  202-82. 
Msngsnese,  production,  76. 
Bisnufsctures,  development,  23. 
Msrketing,  dehydration  and,  58. 
Msricets,  home,  86.    See  also  Bureau  of. 
Mbbchamt  Marink  Means  to  the  World, 

What  America's.    Edward  N.  Hurley, 

141-44. 
BixncAN  Finance,  The  Untted  States 

AND.    Edward  D.  Trowbridge,  155-166. 
Merico,  American  capitalists  and,  294. 
MnnntAL  Situation,  Economic  Aspects 

or  THE  World,     .\lfred  G.  White,  70-85. 
Monopolies,  restraints  upon,  8. 
Ifonroe  Doctrine:  effect  in  South  America, 

C98:  influence  in  land  settlement,  17. 
**  Most-fa vored-nation,"  principle,  146,  805. 
Munition  plants,  control  of,  282. 

National   Railways  of   Mexico:  damages, 
156;  liabilities,  158;  reorganization,  160. 
Netherlands,  hours  of  labor,  215. 
Nonferrous  MeUl  Act,  257. 

"Open  door"  principle,  149. 

Palmbb,  Walter  B.     .\merican  Industries 
sad  Foreign  Trade  Following  the  War, 

118-aft. 

Plwis  EooiKmuc  PSct,  256. 

PATnEBsoN,    E.    M.    Economic    Intems- 

tnslMD,  1-15. 
Feaoe  Conference,  191,  814. 


Peace,  Economic  Factobs  in  the  Main- 
TKNANCE  or.    O.  M .  W.  Sprague,  806-12. 

Pbacb  Srtlement,  Economic  Factors 
IN.     Isssc  Lippbcott,  249-265. 

Petroleum,  production,  74. 

Philippine  tariff  policy,  150. 

Platinum,  production,  78. 

Poland,  industry  in,  28. 

Population,  growth,  86. 

Prbsoott,  S.  C.  Commercial  Dehydrsr 
tion:  A  Factor  in  the  Solution  of  the 
International  Food  Problem,  48-69. 

Prices:   quality  and,  40;    wages  and.  121. 

Producers,  information  for,  42. 

Production:  crop,  48;  industry  and,  47; 
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